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CAPITAL OF THE LOWER RIO GRANDE VALLEY

Mission Statement:
CITY OF “Ensure a business-friendly climate focused on economic growth, quality of life and

HARLINGEN cfficient delivery of excellent services to our community.™

TEXAS
April 28, 2022

The Honorable Mayor, City Commissioners and Citizens
of the City of Harlingen, Texas:

We are pleased to submit to you the Annual Comprehensive Financial Report (ACFR) of the City of
Harlingen, Texas, for the fiscal year ended September 30, 2021. This report was prepared from the
books and records of the City of Harlingen and hereby submitted as required by state and local laws.
Responsibility for the accuracy of the presented data, and the completeness and fairness of the
presentation, including all disclosures, rests with the City. To the best of our knowledge and belief, the
enclosed data are accurate in all material respects and are reported in a manner designed to present
fairly the financial position and results of operations of the various funds of the City of Harlingen. All
disclosures necessary to enable the reader to gain an understanding of the City's financial activities have
been included. Readers and other users of this report should refer to Management’s Discussion and
Analysis, which can be found in the Financial Section and immediately follows the independent auditors’
report.

THE REPORT

These financial statements have been prepared in accordance with generally accepted accounting
principles (GAAP) for local governments as prescribed by the Governmental Accounting Standards
Board (GASB), the National Council on Governmental Accounting (NCGA) and the American Institute of
Certified Public Accountants (AICPA).

The City is required to undergo an annual single audit in conformity with the provisions of 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).
Information related to this Uniform Guidance, including the Schedule of Expenditures of Federal
Awards, findings and recommendations, and auditors' report on the internal control structure and
compliance with applicable laws and regulations are included in the single audit section of this report.

The City’s financial statements have been audited by Carr, Riggs & Ingram, LLC, Independent Certified
Public Accountants. The goal of the independent audit was to provide reasonable assurance that the
financial statements of the City for the fiscal year ended September 30, 2021, were free of material
misstatement. The independent audit involved examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements; assessing the accounting principles used and
significant estimates made by management; and evaluating the overall financial statement
presentation. The independent auditor’s report is located at the front of the financial section of this
report.

“Recipiout of Keep Texes Beautibuf Gouensn's Ackioventont Awarnd”
118E. Tyler * P.O.Box2207 + Harlingen, Texas 78551
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MISSION STATEMENT

The mission statement for the City of Harlingen as adopted by the City Commission is to "Ensure a
business climate focused on economic growth, quality of life and efficient delivery of excellent services to
our community”. The City's mission statement serves as a guide for departments to provide the best
service to the community.

ECONOMIC CONDITIONS AND OUTLOOK

Harlingen is located in the Rio Grande Valley of Texas (Valley), an international border region comprised
of a three county area with an estimated population of 1.2 million people on the U.S. side and over 2
million in the border communities of Mexico. Harlingen’s central location, just a few miles from the
Mexican border, and the availability of skilled labor force at competitive wages has been an important
factor in its continued economic development. Harlingen has a dynamic, world class medical and health
care complex which includes Valley Baptist Medical Center, Harlingen Medical Center, Rio Grande State
Center, Su Clinica Familiar and an increasing number of clinics and medical practices. Harlingen is also
home to the University of Texas Rio Grande Valley School of Medicine Clinical Education Building and
the Graduate Medical Education Office where UTRGV medical students continue their studies and
participate in clinical rotations. The University of Texas Rio Grande Valley is constructing a new
multi-million dollar Institute of Neuro-Sciences research facility in Harlingen near the established
Regional Academic Health Center. Harlingen is also home to the Veteran’s Administration Center which
includes a 120,000 sq. ft. outpatient center. The Institute will further increase our growing Medical
Sector and the number of jobs associated with that industry. The City’s location has made it a logistics
center for the Valley. Valley International Airport (VIA) has three major air cargo companies located at
its facility as well as 6 major airlines for passengers to choose from.

Overall construction in Harlingen during FY 2020-21 was $109.9 million in construction permits issued
by the City. A total of 869 permits were issued. The City issued 256 building permits for new homes for
a total dollar value of over $38.8 million, with an average construction cost for each home at $151,651.
The commercial/business sector issued permits for 24 new commercial structures with a construction
value of $9.0 million.

Total sales tax collected by the City, the Economic Development Corporation (EDC-4A) and the
Harlingen Community Improvement Board (HCIB-4B) increased to $29,424,316 in FY 2020-21 compared
to the $25,508,373 collected in FY 2019-20, a 15.4% or $3,915,944 increase. All three entities are
committed to combining their resources for the overall economic benefit of the City.

Outlook

The City’s fiscal year 2021 Budget was prepared conservatively based on the current economic
condition to meet the goals of the City while staying within the resources available to the City. Fiscal
year 2021 showed a large increase in sales taxes due to the removal of restrictions during the fiscal year
as a result of the COVID pandemic winding down. Careful long-term planning is important to the City.
Periodic review of the budget is performed to adjust the operational appropriated expenditures for any
changes in the City’s resources. The City takes a strong stance in preserving its fund balance.
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MAIJOR INITIATIVES
For the Year

The fiscal year 2020-2021 budget addressed the City Commission’s and City Manager’s objectives of
creating and continuing replacement/improvement programs. These programs are designed for the
betterment of the City by having perpetual mechanisms in place to improve the City incrementally each
year. City management has built these programs into the annual budgets as to be manageable in both
resources of funding and labor. The following projects were commenced and/or completed in FY 2021:

e Harlingen Convention Center

e Destination Park

e Road construction including Altas Palmas, Beckham, Lake Drive, Secluded Acres, Becky Lane and
Halpin Road and several others

e Drainage projects including Dixieland Drainage Ditch, 9th and 13th street Drainage Ditch

improvements, 13th Street Drainage Ditch and Jefferson Drainage Ditch
e Added 2.1 miles of sidewalk to areas around town through the City’s Sidewalk Improvement

Project including FM 507 & Loop 499, 6th Street, Ed Carey, and Haine Drive
e Substantial completion of Phase | of the Lon C. Hill Destination Park
General Reseal & Overlay Project for various City streets
e Arroyo Trail Extension

GOALS FOR YEAR 2021-22 AND BEYOND

The Harlingen City Commission on April 6, 2016 unanimously approved the “One Vision, One Harlingen”
comprehensive plan, which is the City’s core policy document. The comprehensive plan utilized key
input over several months from stakeholders, residents, business owners, city staff, appointed
committee members and elected officials. The plan consists of the City’s vision, goals, strategies, and
implementation measures for growth and prosperity. “One Vision, One Harlingen” is an integrated
approach to future development with a focus on all elements that make up a city such as housing,
transportation, parks, economic growth, public safety and public services. The comprehensive plan
assisted in developing a priority listing of projects. On June 24, 2017, the Harlingen City Commission
approved the priority list of projects. A total of 17 priority projects were included on the list. The top
seven projects are as follows:

Complete the Regional Flood Plan Study

Commence of Phase Il of the Lon C. Hill Destination Park

Continue providing COVID-19 support for the community

Construction of the 5th & 7th Street Storm Sewer Improvement Project

Seek additional grant funding and opportunities for drainage and street projects

Rehab roadways through our Street Improvement Program totaling 4.45 miles

Several park upgrades including C.B Wood, Destination Park, and trails extension from McKelvey
Park back to Hugh Ramsey Nature Park

NouhshwnpeE

The “One Vision, One Harlingen” comprehensive plan is available on the City’s website
(www.myharlingen.us) for citizen review.
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FINANCIAL INFORMATION

This report contains management’s representations concerning the finances of the City of Harlingen.
Therefore, management assumes full responsibility for the completeness and reliability of all of the
information presented in this report. To provide for a reasonable basis for making these
representations, management has established a comprehensive internal control framework designed to
ensure that the assets of the City are protected from loss, theft or misuse and to ensure that adequate
accounting data are compiled to allow for the preparation of financial statements in conformity with
generally accepted accounting principles. The internal control structure is designed with the objective
of providing reasonable, but not absolute, assurance that the financial statements are free of any
material misstatements. The concept of reasonable assurance recognizes that: (1) the cost of a control
should not exceed the benefits likely to be derived; and (2) the evaluations of costs and benefits require
estimates and judgments by management.

Uniform Guidance

As a recipient of federal financial assistance, the City is also responsible for ensuring that an adequate
internal control structure is in place to ensure compliance with applicable laws and regulations related
to those programs. This internal control structure is subject to periodic evaluation by management.

As a part of the City's requirements under the Uniform Guidance, tests are made to determine the
adequacy of the internal control structure, including that portion related to federal financial assistance
programs, as well as to determine that the City has complied with applicable laws and regulations. The
results of the City's single audit for the fiscal year ended September 30, 2021, indicated that there were
no material weaknesses in the internal control structure or significant violations of applicable laws and
regulations.

Budgeting Controls

Annual budgets are adopted on a basis consistent with accounting principles generally accepted in the
United States of America for all governmental funds except for the capital projects funds which adopt
project - length budgets. Formal budgetary integration is employed as a management control device
during the year for the General, Debt Service, Community Development Block Grant, Tennis Court
Revenue, Hotel/Motel Occupancy Tax, Public Education Grant, Catastrophic Emergency Relief,
Harlingen Downtown, Harlingen Convention Center, Freetrade Bridge, Federal Forfeitures, State
Forfeitures, Convention & Visitors Bureau, Grant Awards, Tax Increment Financing, and Infrastructure as
well as for all enterprise and internal service funds. These budgets, except for Community
Development Block Grant Fund, are adopted on a basis consistent with accounting principles generally
accepted in the United States of America (GAAP).

Unused appropriations for all of the above annually budgeted funds lapse at the end of each year. The
budget amounts shown in the financial statements are the final authorized amounts as revised during
the year.

Budgetary data for Capital Project Funds are budgeted over the life of the respective project and not on

an annual basis. Therefore, this data is not presented in the accompanying combined financial
statements.

20



Budgets for Community Development Block Grant Fund are legally adopted on a program (entitlement)
basis rather than on an annual basis. The budgets reflected on the statement of revenues, expenditures
and changes in fund balance represent the remaining unexpended program budget at the beginning of
the current fiscal year. Unexpended appropriations do not lapse at the end of the fiscal year for these
funds.

Expenditures may not legally exceed budgeted appropriations at the fund level. During the year,
several supplementary appropriations were necessary.

The annual budget serves as the foundation for the City’s financial planning and control. The City
maintains budgetary controls over revenues and expenditures to ensure compliance with legal
provisions embodied in the annual appropriated budget as approved by the City Commission.
Budgetary controls for changes to the approved budget, which exceed or deplete the original
appropriated amounts, require City Commission approval. Changes to the original department budgets
between line items are processed through budget adjustment forms and require the City Manager,
Finance Director, and Department Director approval. Activities of the general fund, special revenue
funds and debt service fund are included in the annual appropriated budget. Budget-to-Actual
comparisons are provided in this report.

Distinguished Budget Presentation Award

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate for Distinguished Budget Presentation to the City of Harlingen for its annual budget for the
fiscal year beginning October 1, 2020. In order to be awarded a Certificate for Distinguished Budget
Presentation, the City must publish a budget document that meets program criteria as a policy
document, as an operations guide, as a financial plan, and as a communication medium.

General Governmental Functions

General Governmental Fund Types (General Fund, Special Revenue Funds, and Debt Service Fund)
account for a major portion of the City's operating revenues and expenditures. A fourth general
governmental fund type is Capital Projects, which was established to account for major city
improvements.

The City offers excellent services that enrich the quality of life to the citizens. The City continues to
allocate a large amount of funds into the parks, by upgrading park equipment. Construction on the
destination park and the new tennis center continues with projected completion dates in FY 2021. The
construction of walking trails continue, which will eventually connect all the parks together. As always,
the City also expends funds on the Public Safety departments of Police and Fire.

Fund Balances

The total fund balance for the general fund totaled $28,164,627 at September 30, 2021. The
unassigned fund balance for the General Fund totaled $26,249,921, an increase of $1,072,842 over last
year. The combined fund balance of all other governmental funds totaled $9,539,483, which includes
restricted funds of $6,132,063, committed funds of $3,618,150, nonspendable funds of $741 and
unassigned funds of (1,343,182).
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The fund balance of the General Fund presented above will provide the City with approximately 187
days of operating expenditures for FY 2022. This level of fund balance is above the City’s goal of ninety
days of operating expenditures. With the combining of the fund balances of the General Fund and
Catastrophic Emergency Fund, the City has approximately 193 days of expenditures for FY 2022.

Debt Administration

The City had an informal goal of attaining and maintaining a fund balance of 25% of the following FY
annual debt service requirement. That informal goal was evaluated during the FY and determined to be
in excess of the City's needs. The debt service restricted fund balance of $459,998 is 9.8% of FY 2022
annual principal and interest requirements.

The City's last rated General Obligation bonds are rated as follows:

Fitch Standards & Poor
General Obligation Bonds AA+ AA-

Capital Project Funds

The Capital Project Funds were established to account for major city improvements. Typical projects
have included streets, sidewalks and drainage construction. Facilities such as the police/court, fire
stations and park restrooms and fields have also been funded through bonds.

Proprietary Funds

The City currently operates four Proprietary Funds. The proprietary funds are set up to operate
primarily from user fees charged to the general public. A comparative summary of net income (loss)
before transfers and capital contributions for the years ended September 30, 2021 and 2020, as follows:

Proprietary Funds 2021 2020

Sanitation Fund S 764,841 S 957,530
Municipal Golf Course Fund (148,794) (393,104)
Municipal Auditorium Fund (309,848) (459,961)
Harlingen Arts & Heritage Museum (109,945) (118,434)
Total net income (loss) S 196,254 S (13,969)

Sanitation Fund
The Sanitation Department was established as a Proprietary Fund on July 1, 1978. The City owns and

operates the entire solid waste, brush and debris collections and public landfill operations within the
City limits.
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Municipal Golf Course Fund

The Municipal Golf Course Fund was established to account for the operations of the City's municipal
golf course. The fund consists of a 27-hole course with a clubhouse.

Municipal Auditorium Fund

The Municipal Auditorium Fund was established to account for the utilization of the City’s auditorium
and Casa de Amistad facility, as well as for the encouragement of the arts. The Auditorium is home to a
variety a number of local dance studios and theatrical performances throughout the year, as well as
community organizations including Lifeline Heart of Worship Church, Gloria G. Canales Ballet Folklorico
and the Ms. South Texas Senior America Pageant.

Harlingen Arts and Heritage Museum Fund

The Harlingen Arts and Heritage Museum was established to account for the operations of the City’s
Museum.

Component Units

Four closely associated entities are considered component units. These are the Harlingen Economic
Development Corporation, the Harlingen Community Improvement Board, the Valley International
Airport, and the Harlingen Water Works System.

Harlingen Economic Development Corporation (HEDC)

The HEDC is a separately chartered nonprofit corporation. This fund is used to account for Section 4A
sales taxes allocated from 75% of the special % cent sales tax collected for the express purpose of
promoting economic development on behalf of the City. The Board of Directors is appointed by the City
Commission and functions as the decision/policy-making body for activities related to this component
unit subject to some prior Commission approval. Prior to fiscal year 2008, City management and City
staff ran the HEDC operations. With the approval of the HEDC board and city commission, a director
and three staff positions were hired in FY 2008 solely for the administration and operations of the
HEDC.

Harlingen Community Improvement Board (HCIB)

This HCIB is a separately chartered nonprofit corporation. The fund is used to account for Section 4B
sales taxes allocated from 25% of the special % cent sales tax collected for the express purpose of
promoting economic and community development on behalf of the City. The Board of Directors is
appointed by the City Commission and functions as the decision/policy-making body for all activities
related to this component unit subject to prior Commission approval. Currently, City administration
and staff handle the regular operations of the HCIB.

Valley International Airport

Valley International Airport's major operating revenue sources are commissions, car rentals, terminal
parking and rentals of the Airport facilities.
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Southwest Airlines, Frontier Airlines, American Airlines, and United Airlines provide passenger airline
service through Valley International Airport. Continuing and connecting flights are facilitated within
these airlines’ respective systems. Additional connections are provided seasonally by Sun Country
Airlines and Delta.

The Airport has received grants from the U. S. Department of Transportation - Federal Aviation
Administration. Currently, the Airport has been awarded several grants under the Airport Improvement
Program. The grants are awarded primarily for the extension of runways, taxiways, together with
grants providing funds for the renovation, rehabilitation, expansion of the Airport terminal, and
drainage improvements. The grants reimburse the City Airport at amounts ranging from 90 percent of
the respective project costs.

Harlingen Waterworks System

The Waterworks System of the City of Harlingen, Texas, is a separate operating authority established by
and subject to the City's Charter. It provides for the water and wastewater services in Harlingen and the
surrounding areas. The City conducts oversight responsibilities over the Utilities Trustee Board.

Internal Service Fund
Motor Vehicle/Warehouse Fund

The Motor Vehicle/Warehouse Fund was established to account for vehicle maintenance, equipment
replacement, and purchasing/warehouse operations. The vehicle maintenance shop maintains most
City vehicles and the departments are billed for the services provided. For equipment replacement,
departments are charged rent for the vehicles and rolling stock at a rate to recover depreciation over
the useful life. Items “purchased” from purchasing/warehouse are charged to the departments at cost
plus 15% to cover the operating cost of purchasing/warehouse.

Medical/Health Fund

The Medical/Health Fund was established to account for monies paid into a pool for medical and health
care cost of current and retired City employees. Funds are contributed biweekly through the payroll
transactions for both the City and employees portion.

Fiduciary Fund

Pension Trust Fund

This pension system is accounted for in the Firemen's Relief and Retirement Fund. The City of Harlingen
amended the plan provisions effective April 1, 2019 and increased the employer contribution to 17% of
salaries. The firemen continue to contribute 15% of salaries. The City of Harlingen administers and

operates the pension fund as a fiduciary for the Firemen's Relief and Retirement Fund Board of
Directors as authorized by the Texas Local Fire Fighters Retirement Act (TLFFRA).
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' OTHER INFORMATION
Independent Audit

The City Charter requires an annual audit to be made of the books and accounts of all departments of
the City by an Independent Certified Public Accountant. This requirement has been complied with, and
the auditors' opinion has been included in this report.

Certificate of Achievement

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of Harlingen, Texas, for its
annual comprehensive financial report for the fiscal year ended September 30, 2020. The Certificate of
Achievement is the highest form of recognition for excellence in State and Local government financial
reporting.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily
readable and efficiently organized comprehensive annual financial report whose contents conform to
program standards. Such reports must satisfy both generally accepted accounting principles and
applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The City of Harlingen has received a
Certificate of Achievement for each of the last thirty five years (fiscal years ended 1985 to 2020). We
believe our current report continues to conform to Certificate of Achievement Program requirements,
and we are submitting it to the GFOA to determine its eligibility for another certificate.

Acknowledgment

| would like to express my appreciation to Kareem Abdullah, Deputy Finance Director, as well as the
entire staff of the Finance Department for their diligent efforts in preparation of the annual financial
report. | would also like to thank the City Manager, Mayor, and City Commissioners for their leadership,
and support in planning and conducting the financial operations of the City in a responsible and
progressive manner. Finally, | wish to thank our independent certified public accountants, Carr, Riggs,
and Ingram, LLC, whose competent assistance and technical efficiency have assisted and contributed to
the preparation of this report.

In conclusion, this report reflects the overall strength and progressive posture in which the City
continues to provide necessary services to the citizens and communities of Harlingen.

Respectfully submitted,

ML&——TY’

Robert Rodriguez
Finance Director
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CARR Carr, Riggs & Ingram, LLC
R I RIGGS & 402 East Tyler Avenue
INGRAM Harlingen, TX 78550-8122

CPAs and Advisors (956) 423-3765
(956) 428-7520 (fax)
CRIcpa.com

INDEPENDENT AUDITORS’ REPORT

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

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the City of Harlingen, Texas, as of and for the year ended September 30 2021, and the related
notes to the financial statements, which collectively comprise the City of Harlingen, Texas’ basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes 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.

Auditor’s Responsibility

Our responsibility is to express opinions 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of
the financial statements 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 entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the City of Harlingen, Texas,
as of September 30, 2021, 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.

Emphasis of Matter

The previously issued financial statements have been restated to account for the correction of a misstatement
related to a prior period. As further discussed in Note 28, the City’s financial statements were restated and the
effect of the adjustments was an increase to beginning net position. Our opinions are not modified with respect
to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and required supplementary information on pages 37-54 and 147-164 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial statements,
is 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 to 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 evidence to express an opinion or
provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Harlingen, Texas’ basic financial statements. The introductory section, the other
supplementary information section, the statistical section, the continuing disclosure requirements of SEC Rule 15
(c) 2-12, and the debt service section are presented for purposes of additional analysis and are not a required part
of the basic financial statements. The schedule of expenditures of federal/state awards is presented for purposes
of additional analysis as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards, and the State of Texas Single Audit
Circular is also not a required part of the basic financial statements.
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The other supplementary information and the schedule of expenditures of federal/state awards 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 to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the other supplementary information and the schedule of expenditures of federal/state awards fairly
stated in all material respects in relation to the basic financial statements as a whole.

The introductory and statistical sections, the continuing disclosure requirements of SEC Rule 15 (c) 2-12 and the
debt service section have not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 28, 2022 our
consideration of the City of Harlingen, Texas’ internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and 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 the City of
Harlingen, Texas’ internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the City of Harlingen, Texas’
internal control over financial reporting and compliance.

Firm’s signature

Com, Riggr f Unguan, L.L.C.

Harlingen, Texas
April 28, 2022
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Management's Discussion and Analysis

This section of the City of Harlingen’s annual financial report presents our discussion and analysis of the
City’s financial performance for the fiscal year ended September 30, 2021. Please read it in conjunction with
the transmittal letter on page 17 and the City’s financial statements, which begin on 56.

FINANCIAL HIGHLIGHTS

The net position of the City as of September 30, 2021 was $119,142,499. This number consists of
$105,148,390 (88.3%) of net investment in capital assets. The net position restricted for specific purposes
totals $6,317,371 (5.3%) and unrestricted net position of $7,676,738 (6.4)%. The City’s total net position
increased by $14,775,600. The governmental activities net position increased by $13,951,331 or
approximately 15.49%, while the net position of our business-type activities increased by $824,269 or
approximately 5.76%. The increase to net position is a result of increased property tax collections and the
operating CARES act grant received during the year.

As of September 30, 2021, the City’s governmental funds reported combined ending fund balances of
$37,704,110. Within this total, $410,583 is non-spendable, $6,317,371 is restricted by specific legal
requirements, such as by debt covenants, $3,618,150 has been committed and $2,451,267 is assigned to
specific types of expenditures. The remaining $24,906,739 is unassigned fund balance and can be used for
any lawful purpose. The City’s expenditures for FY 2021 were $1,101,421 more than the $71,040,078
generated in taxes and other revenues before other finance sources and uses.

Business-type activities reported combined ending net position of $15,138,751. Within this total, $8,322,915
is invested in capital assets (e.g., land, buildings, infrastructure, machinery and equipment); less any related
debt used to acquire those assets that is still outstanding. The remaining balance consists of $6,815,836 of
unrestricted funds which can be used for any lawful purpose. Total proprietary expenses and transfers for
the City’s business-type activities were $824,269 less than the operating and non-operating revenues of
$11,240,286.

USING THIS ANNUAL REPORT

The Comprehensive Annual Financial Report is composed of three main sections — (A) Introductory Section,
(B) Financial Section, and (C) the Statistical Section. The Financial Section of this Comprehensive Annual
Financial Report consists of four parts: (1) management’s discussion and analysis (this section), (2) the basic
financial statements, (3) required supplementary information, and (4) other supplementary information,
which is an optional section that presents additional information such as combining and individual fund
statements and schedules for non-major and major governmental funds, internal service funds, fiduciary
funds, capital assets, and required compliance information.
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Management's Discussion and Analysis

This Comprehensive Annual Financial Report consists of a series of financial statements. The Statement of
Net Position and the Statement of Activities (on pages 56-57 and 58) provide information about the activities
of the City as a whole and present a longer-term view of the City’s finances. Fund financial statements start
on page 59. For governmental activities, these statements tell how these services were financed in the short
term as well as what remains for future spending.

Fund financial statements also report the City’s operations in more detail than the government-wide
statements by providing information about the City’s activities for which the City acts solely as a trustee or

agent for the benefit of those outside of the government.

Reporting the City as A Whole

The Statement of Net Position and the Statement of Activities

One of the central concerns in assessing any city’s finances is summarized in the question, “Is the City as a
whole better or worse off as a result of the year’s activities?” Our analysis of the City as a whole begins on
page 43. The analysis includes a condensed summary of the government-wide financial statements.

The Statement of Net Position and the Statement of Activities present information about the City that
facilitates answering this question. These statements are presented much like private-sector companies,
including all assets, deferred outflows of resources, liabilities and deferred inflows of resources using the
accrual basis of accounting. All of the current year’s revenues and expenses are reported without regard to
when cash is received or paid.

These government-wide financial statements report both net position and changes thereto.

The City’s net position, which is the difference between assets and liabilities, is one indicator of the City’s
financial health or financial position. Over time, increases or decreases in the City’s net position is an
indicator of whether its financial health is improving or deteriorating. You need to consider other
non-financial factors, such as changes in the City’s property tax base and the condition of the City’s streets,
to assess the overall health of the City.

In the Statement of Net Position and Statement of Activities, we divide the City into three kinds of activities:

= Governmental activities — Most of the City’s basic services are reported here, including police, fire,
public works, public services, and general administration. Property taxes, sales taxes, franchise fees,
and state and federal grants finance most of these activities.

= Business-type activities — The City charges a fee to customers to help it cover all or most of the cost
of certain services it provides. The City’s golf course, municipal auditorium, museum, and sanitation
and landfill operations are reported here.

=  Component units — The City includes four separate legal entities in its report — the Harlingen
Economic Development Corporation, Harlingen Community Improvement Board, Water and
Wastewater System, and the Valley International Airport. These are other governmental units over
which the City (the City Commission, acting as a group) can exercise influence. The Water and
Wastewater System and the Valley International Airport both issue separately audited financial
statements which can be obtained from each entity.

38



Management's Discussion and Analysis

Recently Issued Accounting Pronouncements

Future possible applicable accounting standards to the City that have been issued by the Governmental
Accounting Standards Board are:

e GASB Statement No. 84, Fiduciary Activities

e GASB Statement No. 87, Leases

GASB Statement No. 89, Accounting for Interest Cost Incurred Before the End of a Const. Period

GASB Statement No. 90, Majority Equity Interests

GASB Statement No. 91, Conduit Debt Obligations

GASB Statement No. 92, Omnibus 2020

GASB Statement No. 93, Replacement of Interbank Offered Rates

GASB Statement No. 94, Public-Private and Public-Public Partnerships and Availability Payment
Arrangements

e GASB Statement No. 95, Postponement of the Effective Dates of Certain Authoritative Guidance

In January 2017, the GASB issued GASB Statement No. 84, — Fiduciary Activities. The requirements of this
Statement will enhance consistency and comparability by (1) establishing specific criteria for identifying
activities that should be reported as fiduciary activities and (2) clarifying whether and how business-type
activities should report their fiduciary activities. Greater consistency and comparability enhances the value
provided by the information reported in financial statements for assessing government accountability and
stewardship. Management is evaluating the effects that the full implementation of GASB Statement No. 84
will have on its financial statements for the year ended September 30, 2021.

In June 2017, the GASB issued GASB Statement No. 87, Leases, effective for fiscal years beginning after
December 15, 2019. The objective of GASB Statement No. 87 is to improve accounting and financial
reporting for leases by governments by requiring recognition of certain lease assets and liabilities that
previously were classified as operating leases and recognized as inflows of resources or outflows of resources
based on the payment provisions of the contract. Management is evaluating the effects that the full
implementation of GASB Statement No. 87 will have on its financial statements for the year ended
September 30, 2022.
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Management's Discussion and Analysis

In June 2018, the GASB issued Statement No. 89, “Accounting for Interest Cost Incurred before the End of a
Construction Period”. This statement will enhance the relevance and comparability of information about
capital assets and the cost of borrowing for a reporting period and will simplify accounting for interest cost
incurred before the end of a construction period. The requirements of this statement are effective for
reporting periods beginning after December 15, 2021. The City is evaluating the impact, if any, upon its
financial position, results of operations or cash flows upon adoption.

In August 2018, the GASB issued Statement No. 90, “Majority Equity Interests”. This statement will improve
the consistency and comparability of reporting a government’s majority equity interest in a legally separate
organization and improve the relevance of financial statement information for certain component units. The
requirements of this statement are effective for reporting periods beginning after December 15, 2020. The
City is evaluating the impact, if any, upon its financial position, results of operations or cash flows upon
adoption.

In May 2019, GASB issued Statement No. 91, Conduit Debt Obligations, provides for a single methods of
reporting conduit debt obligations by issuers and eliminates diversity in practice associated with (1)
commitments extended by issuers, (2) arrangements associated with conduit debt obligations, and (3)
related note disclosures. The requirements of this Statement are effective for reporting periods beginning
after December 15, 2022.

In January 2020, the GASB issued Statement No. 92, “Omnibus 2020”. This statement establishes accounting
and financial reporting requirements for specific issues related to leases, intra-entity transfers of assets,
postemployment benefits, government acquisitions, risk financing and insurance-related activities of public
entity risk pools, fair value measurements, and derivative instruments. The requirements of this statement
are effective for reporting periods beginning after June 15, 2020. The City is evaluating the impact, if any,
upon its financial position, results of operations or cash flows upon adoption.

In March 2020, the GASB issued Statement No. 93, “Replacement of Interbank Offered Rates”. This
Statement establishes accounting and financial reporting requirements related to the replacement of IBORs
in hedging derivative instruments and leases. It also identifies appropriate benchmark interest rates for
hedging derivative instruments. The requirements of this statement are effective for reporting periods
ending after December 31, 2021. The City is evaluating the impact, if any, upon its financial position, results
of operations or cash flows upon adoption.

In March 2020, the GASB issued Statement No. 94, “Public-Private and Public-Public Partnerships and
Availability Payment Arrangements”. This Statement establishes standards of accounting and financial
reporting for PPPs and APAs for governments. The requirements of this statement are effective for reporting
periods beginning after June 15, 2022. The City is evaluating the impact, if any, upon its financial position,
results of operations or cash flows upon adoption.

In May 2020, the GASB issued Statement No. 95, “Postponement of the Effective Dates of Certain
Authoritative Guidance”. This Statement provides temporary relief to governments and other stakeholders in
light of the COVID-19 pandemic. That objective is accomplished by postponing the effective dates of certain
provisions in Statements and Implementation Guides that first became effective or are scheduled to become
effective for periods beginning after June 15, 2018 or later.
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Management's Discussion and Analysis

Reporting the City’s Most Significant Funds

Fund Financial Statements

Our analysis of the City’s major funds begins on page 46. The fund financial statements begin on page 59 and
provide detailed information about the most significant funds — not the City as a whole. Some funds are
required to be established by State law and others by bond covenants. Some funds are established by the
City Commission to assist in managing money that is to be spent for particular purposes. For example, the
Community Development Block Grant Fund was established to demonstrate that the money received from
the U.S. Department of Housing and Urban Development was used for purposes established by the federal
government. The City’s two kinds of funds — governmental and proprietary — use different accounting
approaches.

Governmental funds — Most of the City’s basic services are reported in governmental funds, which focus on
how money flows in and out of those funds and the balances left at year-end that are available for future
spending. These funds are reported using an accounting method called modified accrual accounting, which
measures cash and all other financial assets that can be readily converted to cash. The governmental fund
statements provide a detailed short-term view of the City’s general government operations and the basic
services it provides. Governmental fund information helps you determine whether there are more or fewer
financial resources that can be spent in the near future to finance the City’s programs. We describe the
relationship (or differences) between governmental activities (reported in the Statement of Net Position and
Statement of Activities) and governmental funds in a reconciliation format at the bottom of the fund
financial statements.
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Management's Discussion and Analysis

The Governmental Accounting Standard Board (GASB) Cod. Sec. 1800.165 Classification and Terminology —
Fund Balance Reporting provides for a hierarchy of five possible classifications for reporting fund balance as
follows.

= Nonspendable fund balances are balances that cannot be spent because they are not expected to be
converted to cash, or they are legally or contractually required to remain intact.

The spendable fund balances include restricted, committed, assigned and unassigned based upon the
hierarchy of spending constraints.

= Restricted fund balances are constrained by external parties, constitutional provisions, or enabling
legislation.

=  Committed fund balances contain self-imposed constraints of the government from its highest level
of decision making authority (the City Commission).

= Assigned fund balances contain self-imposed constraints of the government to be used for a
particular purpose (the City Manager has the authority to assign funds for specific purposes).

= Unassigned fund balances of the general fund are those that have no constraints for any particular
purpose.

Proprietary funds — When the City charges customers for the services it provides — whether to outside customers

or to other units of the City — these services are generally reported in proprietary funds. Proprietary funds are
reported in the same way that all activities are reported in the Statement of Net Position and the Statement of
Activities. In fact, the City’s enterprise funds (a component of proprietary funds) are the same as the business-type
activities we report in the government-wide statements but provide more detail and additional information, such
as cash flows, for proprietary funds. We use internal service funds (the other component of proprietary funds) to
report activities that provide supplies and services for the City’s other programs and activities — such as the City’s
Motor Vehicle/Warehouse Fund.

The City as Trustee

Reporting the City’s Fiduciary Responsibilities

The City is the trustee, or fiduciary, of the Firemen’s Relief and Retirement Fund. This activity is reported in
separate Statement of Fiduciary Net Position and Changes in Fiduciary Net Position on pages 70 and 71. These
activities are not included with the City’s other government-wide financial information since the City cannot use
these assets to finance its programs or operations. The City is responsible for ensuring that these funds are used
for their intended purpose.

42



Management's Discussion and Analysis

THE CITY AS A WHOLE

The City’s combined net position (assets exceeding liabilities) was $119,142,499 as of September 30, 2021. The
following tables present the net position (Table 1) and general revenues and expenses (Table 2) of the City’s
governmental and business-type activities. The largest portion of the City’s net position, $105,148,390 (88.3%),
reflects its investment in capital assets (e.g., land, buildings, infrastructure, machinery and equipment); less any
related debt used to acquire those assets that is still outstanding. The City uses these capital assets to provide
services to citizens; consequently, these assets are not available for future spending, and with exception of
business type assets, do not generate direct revenue for the City. They do represent, however, an obligation on
the part of the City to maintain these assets into the future. 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 debt must be provided from
other sources, since the capital assets themselves cannot be used to liquidate liabilities.

The City’s Summary Statement of Net Position is presented in Table 1. For Fiscal Year 2020-2021, cost of
infrastructure and acquisition of other items with a value of $5,000 or greater were capitalized.

An additional portion of the City’s net position of $6,317,371 (5.3%) represents resources that are subject to
external restriction on how they may be used. The remaining balance of unrestricted net position is $7,676,738
(6.4%).

Net position of the City’s governmental activities increased by $13,951,331 or 15.5%, from $90,052,417 to
$104,003,748 for FY 2020-2021. The net position of the City’s business-type activities increased 14.8% or
$2,115,580 from $13,023,171 to $15,138,751 for FY 2020-2021. The large increase to net position in the
governmental activities for FY 2021 resulted from increased property and sales tax collections and the ARPA
grant received during the year. The increase to net position in the business-type activities was a result of the net
profit in the Sanitation Fund as well as a prior period adjustment that wrote off a large portion of the Landfill
postclosure liability due to a reassessment of the estimate.
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Table 1 — Summary Statement of Net Position

Governmental Activities

Business-Type Activities

Total Primary Government

2021 2020 2021 2020 2021 2020
Assets
Current and other assets S 59,004,951 § 50,333,187 S 8,819,847 S 8,795,314 S 67,824,798 S 59,128,501
Due from component units 7,274 86,921 109,928 143,646 117,202 230,567
Internal balances 1,155,819 1,164,297 (1,155,819) (1,164,297) - -
Net pension asset 1,307,276 - 26,680 - 1,333,956 -
Capital assets, net
Non-depreciable assets 15,804,739 13,279,710 513,978 477,083 16,318,717 13,756,793
Depreciable assets 115,544,669 111,816,031 8,011,838 7,543,286 123,556,507 119,359,317
Total capital assets, net 131,349,408 125,095,741 8,525,816 8,020,369 139,875,224 133,116,110
Total assets 192,824,728 176,680,146 16,326,452 15,795,032 209,151,180 192,475,178
Deferred outflows of resources 8,852,655 11,436,155 32,891 25,697 8,885,546 11,461,852
Total assets and deferred
outflows of resources $ 201,677,383 § 188,116,301 $ 16,359,343 S 15,820,729 $ 218,036,726 S 203,937,030
Liabilities
Current and other liabilities 13,397,616 6,695,875 424,631 621,065 13,822,247 7,316,940
Non-current liabilities
OPEB liability - retiree health
plan 4,509,136 4,143,657 92,038 84,566 4,601,174 4,228,223
OPEB liability - supplemental
death benefits 1,727,286 1,529,406 35,251 31,213 1,762,537 1,560,619
Municipal net pension liability - 611,973 - 12,489 - 624,462
Firemen's net pension liability 19,991,801 19,291,409 - - 19,991,801 19,291,409
Est. Liability landfill
postclosure - - 120,010 135,005 120,010 135,005
Due in one year 5,164,632 5,003,772 137,253 128,647 5,301,885 5,132,419
Due more than one year 38,811,677 43,025,986 336,444 411,707 39,148,121 43,437,693
Total liabilities 83,602,148 80,302,078 1,145,627 1,424,692 84,747,775 81,726,770
Deferred inflows of resources 14,071,487 17,761,806 74,965 81,555 14,146,452 17,843,361
Net position
Net investment in capital assets 96,825,475 87,248,313 8,322,915 7,768,023 105,148,390 95,016,336
Restricted 6,317,371 8,242,917 - - 6,317,371 8,242,917
Unrestricted 860,902 (5,438,813) 6,815,836 6,546,459 7,676,738 1,107,646
Total net position 104,003,748 90,052,417 15,138,751 14,314,482 119,142,499 104,366,899
Total liabilities, deferred inflows of
resources and net position $ 201,677,383 $§ 188,116,301 $ 16,359,343 S 15,820,729 $ 218,036,726 S 203,937,030
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Table 2 — Statement of Activities

Governmental Activities Business-Type Activities Total Primary Government
Restated Restated Restated
2021 2020 2021 2020 2021 2020
Revenues
Program revenues:
Charges for services S 9,276,607 $ 6,976,009 $ 11,103,570 $ 10,528,963 $ 20,380,177 $§ 17,504,972
Operating grants and contributions 7,692,248 5,287,810 - - 7,692,248 5,287,810
Capital grants and contributions 6,527,881 4,066,338 - - 6,527,881 4,066,338
General Revenues:
Property taxes 23,013,419 22,011,806 - - 23,013,419 22,011,806
Sales taxes 21,861,723 18,955,627 - - 21,861,723 18,955,627
Other taxes 4,491,450 5,971,004 - - 4,491,450 5,971,004
Unrestricted investment earnings 35,906 277,582 3,356 77,454 39,262 355,036
Other 260,001 425,688 125,170 38,329 385,171 464,017
Gain (loss) on sale of assets 193,831 501,268 8,190 (11,489) 202,021 489,779
Total revenues 73,353,066 64,473,132 11,240,286 10,633,257 84,593,352 75,106,389
Expenses
Program expenses:
General government 6,270,204 8,617,136 - - 6,270,204 8,617,136
Public safety 26,731,922 29,650,574 - - 26,731,922 29,650,574
Highways and streets 8,249,883 5,647,986 - - 8,249,883 5,647,986
Health and welfare 6,120,661 1,660,362 - - 6,120,661 1,660,362
Community and economic dev. 4,868,179 2,948,451 - - 4,868,179 2,948,451
Culture and recreation 5,274,945 5,304,891 - - 5,274,945 5,304,891
Interest on long-term debt 1,257,926 1,178,809 - - 1,257,926 1,178,809
Sanitation - - 9,609,368 8,947,337 9,609,368 8,947,337
Golf - - 1,009,710 1,071,223 1,009,710 1,071,223
Museum - - 110,164 127,734 110,164 127,734
Municipal Auditorium - - 314,790 500,932 314,790 500,932
Total expenses 58,773,720 55,008,209 11,044,032 10,647,226 69,817,752 65,655,435
Excess revenues over (under) expenses before
transfers 14,579,346 9,464,923 196,254 (13,969) 14,775,600 9,450,954
Transfers (628,015) (78,589) 628,015 78,589 - -
Change in net position 13,951,331 9,386,334 824,269 64,620 14,775,600 9,450,954
Net position, beginning 90,052,417 92,586,043 14,314,482 12,958,551 104,366,899 105,544,594
Prior period adjustment - (11,919,960) - 1,291,311 - (10,628,649)
Net position, beginning, as restated 90,052,417 80,666,083 14,314,482 14,249,862 104,366,899 94,915,945
Net position, ending S 104,003,748 $ 90,052,417 $ 15,138,751 $ 14,314,482 S 119,142,499 $ 104,366,899

Total revenues generated from both governmental activities and business-type activities this year amounted
to $84,593,352. Total expenses incurred from both governmental activities and business-type activities this
year amounted to $69,817,752 which resulted in an increase in net position of 14.2% or $14,775,600.
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Governmental Activities

Total revenue generated from governmental activities this year amounted to $73,353,066, before transfers.
Expenses came in at $58,773,720, increasing net position by $14,579,346 before transfers. Transfers of
$(628,015) to other activities resulted in an all-inclusive increase to net position of $13,951,331.

The cost of all governmental activities this year was $58,773,720. However, as shown on the Statement of
Activities on page 58, the amount that our taxpayers ultimately financed for these activities through taxes
and other general revenues was $49,228,315. Charges for services of $9,276,607 were paid by those who
directly benefited from them. Operating grants and contributions totaled $7,692,248. Another $6,527,881
was paid by capital grants and contributions.

Table 3 presents the cost of each of the City’s six largest programs as well as each program’s net cost (total

cost less revenues generated by the activities). The net cost shows the financial burden that was placed on
the City’s taxpayers by each of these functions.

TABLE 3 - GOVERNMENTAL ACTIVITIES

Total Cost of Services Net Cost of Services
Restated Restated

2021 2020 2021 2020
General government $ 6,270,204 § 8,617,136 $ (1,918912) $ (1,758,581)
Public safety 26,731,922 29,650,574 (23,517,262)  (25,989,447)
Highway and streets 8,249,883 5,647,986 (3,617,926) (5,224,785)
Health and welfare 6,120,661 1,660,362 (988,386) 2,247,166
Community & economic dev. 4,868,179 2,948,451 (2,931,057) (1,923,308)
Culture and recreation 5,274,945 5,304,891 (1,045,515) (4,850,288)
Interest on long-term debt 1,257,926 1,178,809 (1,257,926) (1,178,809)

$ 58,773,720 § 55,008,209 $ (35,276,984) $ (38,678,052)

Business-type Activities

Total operating and non-operating revenues generated from business-type activities this year amounted to
$11,240,286, before transfers. Expenses came in at $11,044,032 leaving $196,254 as an increase to net
assets before transfers. Transfers from other activities totaling $628,015 resulted in an all-inclusive increase
in net assets amounting to $824,269. More details will be provided about governmental and business-type
activities operations later in this discussion and analysis.

THE CITY’S FUNDS
As a result of this year’s operations, governmental funds (as reflected in the balance sheet starting on page

59) combined fund balance increased to $37,704,110 or $(302,669) less than last year. The minimal decrease
to fund balance is a result of several factors during the year, some positive and some negative.
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Governmental Funds

The following table presents a summary of total governmental funds’ revenues and operating transfers in for
the years ended September 30, 2021 and 2020. The following is a detailed analysis of the revenues:

Amount of Percent
Revenues & Other Increase / Increase /
financing sources (uses) 2021 % of Total 2020 (Decrease) (Decrease)
Property Taxes S 23,031,989 32.1% $ 22,018,956 S 1,013,033 4.6%
Nonproperty taxes 26,575,348 37.0% 23,570,651 3,004,697 12.7%
Assessments 1,545,235 2.2% 1,553,568 (8,333) -0.5%
Fines and forfeitures 769,240 1.1% 848,008 (78,768) -9.3%
Licenses and Permits 796,577 1.1% 706,930 89,647 12.7%
Charges for services 1,033,962 1.4% 1,147,685 (113,723) -9.9%
Intergovernmental 11,036,751 15.4% 9,472,611 1,564,140 16.5%
Contributions and donations 5,943,534 8.3% 3,366,423 2,577,111 76.6%
Miscellaneous 266,276 0.4% 580,052 (313,776) -54.1%
Interest and investment income 41,166 0.1% 329,863 (288,697) -87.5%
71,040,078 63,594,747 7,445,331
Other financing sources (uses) 798,752 1.1% 1,918,106 (1,119,354) -58.4%
Total S 71,838,830 S 65,512,853 S 6,325,977

There was a net increase in total revenues (including other financing sources (uses) of $6,325,977 or an
increase of 9.7%. Property taxes represent 32.1% of total revenues and other financing sources (uses).
Property taxes increased by 4.6% or $1,013,033. Nonproperty taxes, which includes sales, franchise and
hotel/motel taxes represents 37.0% of total revenues and other financing sources (uses). Nonproperty taxes
decreased by $3,004,697 or 12.7% over last fiscal year. Total revenues, not taking into account other
financing sources (uses) increased by $7,445,331.

Property and Non-property tax revenues had a total increase $4,017,730 over FY 2020 revenues. Property
and Non-property taxes account for a major part of the revenue increase over last fiscal year.
Intergovernmental revenue also had an increase over last fiscal year of $1,564,140 which contributed to the
overall revenue increase.

Property Taxes — including penalty and interest

Property tax revenues exceeded FY 2020 property tax revenues by $1,013,033. The increase is attributable
to both current and delinquent collections. The percentage of collection for FY 2021 current taxes was
97.72%. The total tax rate stayed the same at $0.619849 per $100 value during the fiscal year. The total tax
rate is composed of $0.094087 for the Interest and Sinking Fund (I1&S) and $0.525762 for the Maintenance
and Operations (M&O).
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Nonproperty taxes

Nonproperty taxes, which includes sales, franchise and hotel/motel taxes represents 37.0% of total revenues
and other financing sources (uses). Nonproperty tax revenue increased by $3,004,697 or 12.7% over last
fiscal year. The increase includes a $2,906,096 or 15.3% increase in sales taxes, a $80,550 or 6.8% increase in
Hotel/Motel taxes collected, and a $(235,093) or (7.5)% decrease in franchise fees.

Fines and Forfeitures

Fines and forfeitures decreased by (9.3)% or $(78,768) from the previous year due to a decrease in traffic
fine income.

Licenses and Permits

Licenses and permits increased $89,647 or 12.7% compared to FY 2020. The increase is due to increased
income from building, electrical, plumbing and alarm permits.

Charges for Services

Charges for services decreased by $(113,723)or (9.9)% less than last year’s revenue. The majority of the
decrease is due to a lack of charges for renting City facilities as a result of the COVID pandemic.

Interest and Investment Income

This revenue category decreased by $(288,697) or (87.5)%, to end FY 2021 at a total of $41,166 compared to
$329,863 from FY 2020.

Other Financing Sources (uses)

In FY 2021, other financing sources (uses) decreased compared to prior year’s amount by $(1,119,354).
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Expenditures

The following table presents a summary of governmental funds’ expenditures for the years ended September
30, 2021 and 2020.

Amount of Percent
Increase / Increase /
Expenditures 2021 % of Total 2020 (Decrease) (Decrease)
General Government $ 8,492,590 11.8% $ 6,409,719 $ 2,082,871 32.5%
Public Safety 25,941,588 36.0% 25,437,180 504,408 2.0%
Highways and Streets 5,067,970 7.0% 4,743,047 324,923 6.9%
Health and Welfare 5,223,825 7.2% 1,485,617 3,738,208 251.6%
Community & economic dev. 3,561,987 4.9% 2,867,872 694,115 24.2%
Cultural and Recreation 4,438,418 6.2% 5,627,100 (1,188,682) -21.1%
Capital Outlay 14,149,309 19.6% 6,482,396 7,666,913 118.3%
Debt Service:
Principal 3,820,366 5.3% 3,682,945 137,421 3.7%
Interest and Fiscal Charges 1,329,747 1.8% 1,456,533 (126,786) -8.7%
Cost of refunded bonds 115,699 0.2% 64,660 51,039 0.1%
Total $ 72,141,499 $ 58,192,409 $ 13,833,391

General Government

General government expenditures increased by 32.5% or 2,082,871. The major component of this increase
was the allocation of public buildings expenditures to General Government. In prior years, these
expenditures were misallocated to Culture and Recreation.

Public Safety
Expenditures for public safety had an increase of 2.0% or $504,408. This amount is due to increase cost of
personnel services.

Highways and Streets

Highways and street expenditures increased by 6.9% or $324,923 A majority of the increase was due to
higher expenditures in the street overlay project in the previous FY. Another large variance was caused by
the Metropolitan Planning Organizations large expenditures in the prior year.

Health and Welfare
Expenditures increased 251.6% or $3,738,208. The increase is a result of various expenditures related to the
COVID 19 pandemic.

Community and Economic Development
In FY 2021, there was an increase of 24.2% or $694,115 due to a large increase in the funding that the CDBG
used in response to the COVID pandemic compared to the prior fiscal year.

Cultural and Recreational

Cultural and recreational expenditures decreased (21.1)% or $(1,188,682). The decrease is due to allocating
public building expenditures to General Government.

49



Management's Discussion and Analysis

Capital Outlay

Expenditures for capital outlay increased 118.3% or $7,666,913. The increase in expenditures is due to the
contribution of the Lon C. Hill Destination park from a component unit and a large increase in donated
infrastructure from developers.

Debt Service

Total debt service expenditures increased by $61,674 or 1.2% which is reasonable based on the debt service
schedule.

FUND BALANCE

Combined fund balance for all of the governmental funds decreased $(302,669) from $38,006,779 to
$37,704,110.

General Fund

The revenues and other financing sources (uses) totaled $56,992,708 while expenditures totaled
$54,879,456. The net effect is an increase in the general fund balance of $2,113,252. The fund balance as of
September 30, 2021 is $28,164,627. The main component of the increase in fund balance is a result of
increases in property and sales taxes during the year.

Community Development Block Grant Fund

The revenues and other financing sources (uses) totaled $1,648,941 while expenditures totaled $1,865,119.
The net effect is a decrease in the CDBG fund balance of $(216,178). The fund balance as of September 30,
2021 is $(52,277) . The main component of the decrease in fund balance is due to CDBG personnel utilizing
program income during the fiscal year and not receiving reimbursement to offset expenditures. During the
fiscal year, the CDBG fund had increased revenues and expenditures due to additional grant funding for
COVID relief.

Other Grants Fund

The revenues and other financing sources (uses) totaled $4,728,666 while expenditures totaled $7,528,733 .
The net effect is a decrease in the Other Grants fund balance of $(2,800,067) .The fund balance as of
September 30, 2021 is $(1,275,052) . The main component of the decrease in fund balance is due to several
grants having expenditures that were not reimbursed within 120 days after year end and therefore the
associated revenue needed to be deferred.

Capital Projects Bond Cert. of Obligation 2016 Fund
The revenues and other financing sources (uses) totaled $599 while expenditures totaled $0. The net effect is

an increase in the CO 2016 fund balance of $599 . The fund balance as of September 30, 2021 is $331,959.
The main component of the increase in fund balance is due to interest earnings during the fiscal year.
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Special Revenue Funds

The combined fund balance of other governmental funds increased from $8,211,230 to $9,942,850 or
$1,731,620. The increase is largely attributable to grant funds that were not received within 120 days after
year end and needed to be deferred.

Debt Service Fund

The Debt Service fund balance is $459,998 which is a decrease of $(498,837) from the prior year. The fund
balance represents 9.8% of the general obligation and certificate of obligation’s debt service requirements
for the next fiscal year. Additional detailed information concerning long-term debt activity is reported in the
relevant disclosures in the notes to the financial statements.

Capital Projects Funds

Combined fund balance of the capital projects funds decreased by $(633,058). The majority of the Capital
Project fund balance decrease is a result of the construction of the tennis pro shop using bond funds.
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PROPRIETARY FUNDS - A Detailed Discussion
Enterprise Funds

The City’s enterprise operations consist of the Sanitation Fund, Municipal Golf Course Fund, Municipal
Auditorium, and the Harlingen Arts and Heritage Museum Fund.

Sanitation Fund

Operating revenues increased by $425,134 or 4.3 % over the prior year. Operating expenses increased by
$662,031 or 7.4% over the prior year. In FY 2021, the sanitation fund had nonoperating revenues of
$118,670. After net transfers out of $(20,194) , the net increase in net position for the year was $744,647.
Municipal Golf Course Fund

Operating revenues increased by $178,199 or 26.7% over the prior year. Operating expenses decreased by
$(65,239) or (6.1)% over the prior year. The net loss for the year was $(6,700) which includes depreciation
expenses of $107,376.

Municipal Auditorium Fund

Operating revenues decreased by $(25,636) or (90.7)% over the prior year. Operating expenses decreased by
$(186,142) or (37.2)% over the prior year. The net income for the year was $104,537 which includes net
transfers in of $414,385 and depreciation expense of $68,810.

Harlingen Arts and Heritage Museum Fund

Operating revenues decreased by $(3,090) or (93.6)% over the prior year. Operating expenses decreased by
$(17,570) or (13.8)% over the prior year. Net loss for the year was $(18,215) which includes net transfers in
of $91,730 and depreciation expense of $11,248.

Internal Service Funds

The City’s two internal service funds are the Motor Vehicle/Warehouse Fund and Health Insurance Fund.
Motor Vehicle/Warehouse Fund

The motor vehicle warehouse fund includes activity for internal services and the vehicle replacement fund.

Operating revenues increased by $201,555 or 6.2% over the prior year. Operating expenses decreased by
$(125,201) or (3.8)% over the prior year. The net decrease in net position for the year was $(628,966).
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Health Insurance Fund

The Health Insurance Fund is used to accumulate all payments from the various departments for
medical/health insurance premiums, payment from retirees for health insurance premiums, and
cafeteria plan deductions from employee’s paychecks for payment to the insurance company and plan
administrator. Operating revenues decreased by $(168,395) or (3.5)% and operating expenses increased
by $117,310 or 2.5%. The net loss for the year is $(267,381). For the most part, increases or decreases
to the revenues and expenditures are directly proportionate to the number of employees in the health

plan.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of the fiscal year, the City has $139,875,224 in capital assets.

CAPITAL ASSETS NET OF DEPRECIATION

Governmental Activities Business-Type Activities Total Primary Government

2021 2020 2021 2020 2021 2020
Land S 11,153,970 S 11,153,970 S 467,083 S 467,083 S 11,621,053 $ 11,621,053
Construction in progress 4,650,769 2,125,740 46,895 10,000 4,697,664 2,135,740
Building 29,850,671 30,709,127 2,666,407 2,779,276 32,517,078 33,488,403
Improvements other than building 10,728,339 7,855,725 553,120 565,683 11,281,459 8,421,408
Machinery and equipment 9,759,739 6,949,469 4,792,311 4,198,327 14,552,050 11,147,796
Infrastructure 65,205,920 66,301,710 - - 65,205,920 66,301,710
Total S 131,349,408 S 125,095,741 $ 8,525,816 S 8,020,369 S 139,875,224 $ 133,116,110

For more detailed information on capital asset activity, refer to Note 5 of financial statements beginning

on page 98.

Non-current obligations

At the end of the fiscal year, the City had $33,735,000 in bonds and certificates of obligation

outstanding, as shown on the following table.

OUTSTANDING DEBT AT YEAR END

Governmental Activities Business-Type Activities Total Primary Government
2021 2020 2021 2020 2021 2020
General Obligation debt
(backed by City) $ 22,530,000 $ 21,815,000 $ - S - S 22,530,000 $ 21,815,000
Certificates of Obligation 11,205,000 15,705,000 - - 11,205,000 15,705,000
$ 33,735000 $ 37,520,000 $ - S - S 33,735,000 $ 37,520,000
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Fitch Ratings has reviewed and assigned an AA+ rating to the general obligation debt and certificates of
obligation debt on their view of the City’s historically strong financial position coupled with strong
reserve levels.

For more detailed information on long-term debt activity, refer to the notes to financial statements
beginning on page 105.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

During the budget process for fiscal year 2021-2022 the Mayor, City Commissioners and staff
considered many factors. These factors are drivers and/or indicators of economic growth and recession,
job growth and unemployment rate, projected annexation areas, expected increases in City services,
new housing growth, new commercial construction, retail sales growth and inflation. As a result of the
many discussions and budget workshops, the tax rate stayed the same at 0.619849 for Fiscal year 2022
general fund revenues were budgeted with a total increase of $1,116,608 over fiscal year 2021
budgeted revenues. General fund budgeted expenditures for fiscal year 2022 increased by $2,975,429
from fiscal year 2021 budgeted expenditures.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to inform the citizens, taxpayers, customers, and investors and
creditors with a general overview of the City’s finances and to show accountability for the money it
received. If you have any questions about the report or need additional information, contact the
Finance Director’s Office at the City of Harlingen, 118 East Tyler, Harlingen, Texas 78550.
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City of Harlingen, Texas
Statement of Net Position

September 30, 2021

Primary Government

Governmental Business-type Component
Activities Activities Total Units
Asset
Cash and cash equivalents S 40,618,868 S 8,595,131 $ 49,213,999 $ 35,156,410
Investments - other 5,023,040 - 5,023,040 16,282,514
Receivables, net 6,365,501 148,535 6,514,036 6,467,716
Due from component units 7,274 109,928 117,202 -
Due from other governments 2,327,966 - 2,327,966 577,989
Internal balances 1,155,819 (1,155,819) - -
Inventories 217,486 7,569 225,055 455,956
Prepaid items and deposits 887,550 47,012 934,562 68,919
Restricted assets:
Temporarily restricted
Cash and cash equivalents - rest. 1,787,839 21,600 1,809,439 4,313,042
Investments - rest. - - - 3,749,034
Net pension asset 1,307,276 26,680 1,333,956 1,372,390
Loans receivable 1,776,701 - 1,776,701 186,652
Redevelopment properties - - - 1,847,816
Capital assets, net
Non-depreciable assets 15,804,739 513,978 16,318,717 45,858,190
Depreciable assets 115,544,669 8,011,838 123,556,507 141,815,252
Total assets 192,824,728 16,326,452 209,151,180 258,151,880
Deferred outflows of resources
Deferred charge on refunding 300,930 - 300,930 148,753
OPEB - retiree healthcare 561,216 11,457 572,673 1,350,647
OPEB - supplemental death benefits 263,257 5,372 268,629 152,715
Retirement pensions - Municipal pension 786,998 16,062 803,060 1,158,053
Retirement pensions - Firemen's 6,940,254 - 6,940,254 -
Total deferred outflows of resources 8,852,655 32,891 8,885,546 2,810,168
Total assets and deferred
outflows of resources S 201,677,383 $ 16,359,343 § 218,036,726 $ 260,962,048

The notes to the financial statements are an integral part of this statement.
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City of Harlingen, Texas
Statement of Net Position

September 30, 2021

Primary Government

Governmental Business-type Component
Activities Activities Total Units
Liabilities
Accounts payable S 2,972,263 S 236,466 $ 3,208,729 S 4,634,928
Accrued expenses 852,666 24,051 876,717 74,385
Accrued interest 1,500,676 - 1,500,676 988,196
Due to primary government - - - 117,202
Other liabilities 406,073 132,520 538,593 684,861
Unearned revenue 7,019,496 16,599 7,036,095 750,274
Escrow liabilities 646,442 - 646,442 -
Due within one year
Bonds payable 3,515,000 - 3,515,000 2,516,974
Capital lease 177,606 50,849 228,455 -
Notes payable 156,404 - 156,404 -
Compensated absences 1,315,622 86,404 1,402,026 540,014
Estimated liability for landfill postclosure - 14,995 14,995 -
Payable from restricted assets - - - 352,500
Due in more than one year
Bonds payable 31,720,582 - 31,720,582 37,289,731
Capital lease 164,719 152,052 316,771 -
Notes payable 3,857,236 - 3,857,236 1,417,985
Compensated absences 3,069,140 184,392 3,253,532 677,900
Payable from restricted assets - - - 2,905,862
Estimated liability for landfill postclosure - 120,010 120,010 -
OPEB liability - retiree health plan 4,509,136 92,038 4,601,174 11,318,833
OPEB liability - supplemental death benefits 1,727,286 35,251 1,762,537 807,635
Firemen's net pension liability 19,991,801 - 19,991,801 -
Total liabilities 83,602,148 1,145,627 84,747,775 65,077,280
Deferred inflows of resources
OPEB - Retiree health care 669,595 13,866 683,461 690,349
OPEB - Supplemental Death Benefits 84,462 1,724 86,186 41,492
Municipal pension 2,909,319 59,375 2,968,694 1,960,909
Firemen's pension 10,408,111 - 10,408,111 -
Total deferred inflows of resources 14,071,487 74,965 14,146,452 2,692,750
NET POSITION
Net investment in capital assets 96,825,475 8,322,915 105,148,390 145,107,649
Capital Projects 479,276 - 479,276 -
Debt Service 459,998 - 459,998 5,172,706
Economic development 2,357,149 - 2,357,149 -
Tourism 1,546,691 - 1,546,691 -
State and federal grants 217,524 - 217,524 -
Other 1,256,733 - 1,256,733 -
Unrestricted 860,902 6,815,836 7,676,738 42,911,663
Total net position 104,003,748 15,138,751 119,142,499 193,192,018
Total liabilities, deferred inflows
of resources and net position S 201,677,383 S 16,359,343 S 218,036,726 S 260,962,048
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City of Harlingen, Texas
Statement of Activities

Year ended September 30, 2021

Net (Expense) Revenue and

Program Revenues Changes in Net Position

Primary Government

Operating Capital
Charges for Grants and Grants and Governmental Business-type Component
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total Units
Governmental activities:
General government S 6,270,204 S 3,530,973 S 820,319 $ - S (1,918,912) $ - S (1,918,912) S -
Public safety 26,731,922 2,687,871 526,789 - (23,517,262) - (23,517,262) -
Highways and streets 8,249,883 1,670,533 114,980 2,846,444 (3,617,926) - (3,617,926) -
Health and welfare 6,120,661 72,944 4,668,348 390,983 (988,386) - (988,386) -
Community and economic development 4,868,179 321,613 1,510,509 105,000 (2,931,057) - (2,931,057) -
Culture and recreation 5,274,945 992,673 51,303 3,185,454 (1,045,515) - (1,045,515) -
Interest 1,257,926 - - - (1,257,926) - (1,257,926) -
Total governmental activities 58,773,720 9,276,607 7,692,248 6,527,881 (35,276,984) - (35,276,984) -
Business-type activities:
Sanitation services 9,609,368 10,255,539 - - - 646,171 646,171 -
Golf course services 1,009,710 845,185 - - - (164,525) (164,525) -
Auditorium services 314,790 2,633 - - - (312,157) (312,157) -
Museum services 110,164 213 - - - (109,951) (109,951) -
Total business-type activities 11,044,032 11,103,570 - - - 59,538 59,538 -
Total primary government S 69,817,752 S 20,380,177 S 7,692,248 S 6,527,881 (35,276,984) 59,538 (35,217,446) -
Component Units
Economic development services 5,173,731 766,806 729,406 70,000 (3,607,519)
Community improvement services 3,185,454 - 15,496 - (3,169,958)
Water and sewer services 20,332,641 21,764,755 - 883,653 2,315,767
Airport services 13,757,525 4,020,762 - 17,240,128 7,503,365
Total component units S 42,449,351 S 26,552,323 S 744,902 $ 18,193,781 3,041,655
General revenues:
Taxes:
Property taxes, levied for general purposes 19,645,258 - 19,645,258 -
Property taxes, levied for debt service 3,368,161 - 3,368,161 -
Sales taxes 21,861,723 - 21,861,723 7,259,276
Franchise taxes 3,008,522 - 3,008,522 -
Hotel motel taxes 1,262,390 - 1,262,390 -
Mixed beverage taxes 220,538 - 220,538 -
Unrestricted investment earnings 35,906 3,356 39,262 192,676
Miscellaneous 214,841 125,170 340,011 2,614,950
Interest on notes receivable 45,160 - 45,160 -
Gain on sale of assets 193,831 8,190 202,021 12,609
Transfers (628,015) 628,015 - -
Total general revenues 49,228,315 764,731 49,993,046 10,079,511
Change in net position 13,951,331 824,269 14,775,600 13,121,166
Net position--beginning 90,052,417 13,023,171 103,075,588 180,070,852
Prior period adjustment - 1,291,311 1,291,311 -
Net position--beginning, as restated 90,052,417 14,314,482 104,366,899 180,070,852

Net position--ending

$ 104,003,748 $ 15,138,751 $ 119,142,499 $ 193,192,018

The notes to the financial statements are an integral part of this statement.
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City of Harlingen, Texas
Balance Sheet - Governmental Funds

September 30, 2021

Capital
Projects Bond
Cert. of Other Total
General Obligation Governmental  Governmental
Fund CDBG Fund Other Grants 2016 Funds Funds
Assets
Cash and cash equivalents S 21,091,292 $ 103,044 $ 5,728,630 - S 9,625,766 S 36,548,732
Investments - other 5,023,040 - - - - 5,023,040
Receivables (net of allowance for
uncollectibles)
Taxes 843,888 - - - 219,246 1,063,134
Accounts 1,458,125 9,485 2,339,618 - 1,305,959 5,113,187
Assessments - 12,815 - - 152,953 165,768
Due from other governments 1,733,966 - - - 594,000 2,327,966
Due from other funds 1,256,109 - - - - 1,256,109
Due from component units - - - - 7,274 7,274
Loans receivable 182,061 1,594,640 - - - 1,776,701
Prepaid items 409,842 - - - 741 410,583
Restricted assets:
Cash and cash equivalents - rest. 34,374 - - 1,545,209 208,256 1,787,839
Total assets S 32,032,697 1,719,984 $ 8,068,248 1,545,209 $ 12,114,195 $ 55,480,333
Liabilities
Accounts payable S 1,069,516 35,414 $ 481,391 1,213,250 $ 78,509 $ 2,878,080
Accrued expenditures 836,025 1,935 9,648 - 2,237 849,845
Escrow liabilities 451,267 23,373 - - 171,802 646,442
Other liabilities 425,523 2,991 - - 21,575 450,089
Customer deposits 34,374 - - - - 34,374
Due to other funds - 101,093 - - - 101,093
Unearned revenue 17,505 - 7,001,991 - - 7,019,496
Total liabilities 2,834,210 164,806 7,493,030 1,213,250 274,123 11,979,419
Deferred inflows of resources
Unavailable revenue - property taxes 705,164 - - - 185,850 891,014
Unavailable revenue - payments in lieu of
taxes 180,767 - - - - 180,767
Unavailable revenue - special assessments - 12,815 - - 9,940 22,755
Unavailable revenue - noncurrent
receivables - 1,594,640 - - - 1,594,640
Unavailable revenue - other 147,929 - 1,850,270 - 1,109,429 3,107,628
Total deferred inflows of resources 1,033,860 1,607,455 1,850,270 - 1,305,219 5,796,804
Fund balances
Nonspendable 409,842 - - - 741 410,583
Restricted 185,308 - - 331,959 5,800,104 6,317,371
Committed - - - - 3,618,150 3,618,150
Assigned 1,319,556 - - - 1,131,711 2,451,267
Unassigned 26,249,921 (52,277) (1,275,052) - (15,853) 24,906,739
Total fund balances 28,164,627 (52,277) (1,275,052) 331,959 10,534,853 37,704,110
Total liabilities, deferred inflows
of resources and fund balances S 32,032,697 $ 1,719,984 S 8,068,248 $ 1,545,209 S 12,114,195 $ 55,480,333

The notes to the financial statements are an integral part of this statement.
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City of Harlingen, Texas
Reconciliation of the Balance Sheet of the Governmental Funds to the
Statement of Net Position

September 30, 2021

Fund balances -- total governmental funds S 37,704,110
Amounts reported for governmental activities in the statement of net position are different because:

Capital assets used in governmental activities are not financial resources and therefore are not reported in the

governmental funds. This is the amount of governmental assets $331,601,458 net of accumulated depreciation

totaling $(203,771,539). Not included in this amount are internal service funds capital assets of $20,239,890 and 127,829,919
accumulated depreciation of $(16,720,403).

Other long-term assets are not available to pay for current period expenditures and are unavailable in the
governmental funds which include payments in lieu of taxes $180,767, special assessments $22,755, noncurrent
receivables $1,594,640 and other long-term unavailable revenues - other $3,107,628. 4,905,790

Property taxes receivable will be collected this year, but are not available soon enough to pay for the current
period's expenditures and, therefore, are unavailable in the governmental funds. 891,014

Internal service funds are used by management to charge the cost of certain activities. The assets and liabilities of
certain internal service funds are included in the governmental activities in the statement of net position. 8,170,720

Deferred amounts on refundings are deferred outflows of resources and, therefore, are not reported in the funds. 300,930

Bond premiums and discounts are expensed during the period incurred in the funds, but are amortized as an
adjustment to interest expense in the statement of activities over the remaining life of the debt. (1,500,582)

Long-term liabilities applicable to the City’s governmental activities are not due and payable in the current period

and accordingly are not reported as fund liabilities. All liabilities — both current and long-term are reported in the

statement of net position and exclude internal service fund liabilities of $46,856. The internal service long-term

liabilities are not a reconciling item. (42,428,871)

Included in the noncurrent liability is the recognition of the City's OPEB liability required by GASB Cod. Sec.

P52, in the amount of $(4,509,136) and $(1,727,286) for the retiree health care plan and the supplemental death

benefits fund, respectively and deferred outflows and inflows of resources totaling $561,216 and $263,257,

$(669,595) and $(84,462) for the retiree health care plan and the supplemental death benefits fund, respectively.

These amounts include internal service funds deferred outflows of resources $(5,790) and $(2,715)

for the retiree health care plan and the supplemental death benefits fund, respectively and include

OPEB liabilities of $46,511 and $17,814 for the retiree health care plan and the supplemental death benefits

fund, respectively. It also includes the internal service deferred inflows of resources in the amount

of $7,007 and $871, which resulted in a decrease in net position of $(6,102,308). (6,102,308)

Included in the noncurrent liability is the recognition of the City's net pension liability (asset) required by GASB
Cod. Sec P20, Pension Activities, in the amount of $1,307,276 and $(19,991,801) for the municipal pension and
the
firemen's pension, respectively; a deferred inflows of resources for the municipal pension in the amount of
$(2,909,319); and deferred inflows of resources totaling of $(10,408,111), for the firemen's pension;
$786,998 and $6,940,254 in deferred outflows of resources for the municipal pension and
firemen's pension, respectively. These amounts exclude internal service funds deferred inflows of
resources $30,005, deferred outflows of resources of $(8,117) and net pension liability totaling $(13,483)
which resulted in an decrease in net position by $(24,266,298). (24,266,298)

Interest on long-term debt payable is not accrued in governmental funds, but rather is recognized as an
expenditure when due. (1,500,676)

Net position of governmental activities S 104,003,748

The notes to the financial statements are an integral part of this statement.
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City of Harlingen, Texas
Statement of Revenues, Expenditures, and Changes in
Fund Balances - Governmental Funds

Year ended September 30, 2021

Capital
Projects Bond
Cert. of Other Total
General Obligation Governmental  Governmental
Fund CDBG Fund Other Grants 2016 Funds Funds
Revenues
Property taxes - including penalty and
interest S 19,602,249 S - S - S - S 3,429,740 S 23,031,989
Nonproperty taxes 25,202,862 - - - 1,372,486 26,575,348
Assessments - - - - 1,545,235 1,545,235
Fines and forfeitures 748,710 - - - 20,530 769,240
Licenses and permits 796,577 - - - - 796,577
Charges for services 872,026 - - - 161,936 1,033,962
Intergovernmental 1,713,453 1,590,264 6,506,115 - 1,226,919 11,036,751
Contributions and donations 5,426,883 - 516,651 - - 5,943,534
Miscellaneous 199,393 39,900 - - 26,983 266,276
Interest and investment income 31,700 5,255 - 599 3,612 41,166
Total revenues 54,593,853 1,635,419 7,022,766 599 7,787,441 71,040,078
Expenditures
Current
General government 8,428,590 - - - 64,000 8,492,590
Public safety 25,044,645 - 863,913 - 33,030 25,941,588
Highways and streets 3,595,825 - 1,922 - 1,470,223 5,067,970
Health and welfare 1,994,009 - 3,229,816 - - 5,223,825
Community and economic development 1,797,072 1,512,205 - - 252,710 3,561,987
Culture and recreation 3,860,130 - 116,216 - 462,072 4,438,418
Capital outlay 9,846,429 352,914 3,316,866 - 633,100 14,149,309
Debt service
Principal 255,366 - - - 3,565,000 3,820,366
Interest 57,390 - - - 1,272,357 1,329,747
Cost of refunded bonds - - - - 115,699 115,699
Total expenditures 54,879,456 1,865,119 7,528,733 - 7,868,191 72,141,499
Excess (deficiency) of revenues over
(under) expenditures (285,603) (229,700) (505,967) 599 (80,750) (1,101,421)
Other financing sources (uses)
Transfers in 4,948,402 13,522 961,549 - 3,064,891 8,988,364
Transfers out (2,743,378) - (3,255,649) - (2,501,454) (8,500,481)
Bond refunding issuance premium - - - - 456,765 456,765
Issuance of refunding bonds - - - - 4,500,000 4,500,000
Payment to refunded bond escrow agent - - - - (4,839,727) (4,839,727)
Sale of capital assets 193,831 - - - - 193,831
Total other financing sources (uses) 2,398,855 13,522 (2,294,100) - 680,475 798,752
Net change in fund balances 2,113,252 (216,178) (2,800,067) 599 599,725 (302,669)
Fund balance, beginning of year 26,051,375 163,901 1,525,015 331,360 9,935,128 38,006,779
Fund balance, end of year S 28,164,627 $ (52,277) S (1,275,052) $ 331,959 $ 10,534,853 $ 37,704,110

The notes to the financial statements are an integral part of this statement.
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City of Harlingen, Texas
Reconciliation of the Statement of Revenues, Expenditures, and
Changes in Fund Balance of Governmental Funds to the

Government-Wide Statement of Activities

Year ended September 30, 2021
Net change in fund balances -- total governmental funds S (302,669)

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

Governmental funds report capital outlays as expenditures. However in the statement of activities the cost of those assets is

allocated over their estimated useful lives and reported as depreciation expense. This is the amount by which capital outlay

of $14,149,309 is exceeded by depreciation expense of $(6,896,651) in the current period. Reconciling amounts exclude

internal service funds capital asset additions totaling $0 and depreciation in the amount of $(998,990). 7,252,658

Other long-term assets are not available to pay for current period expenditures and therefore are deferred in the funds. 2,289,684

Property tax revenues in the statement of activities do not provide current financial resources and are not
reported as revenues in the funds. (170,527)

Internal service funds are used by management to charge the cost of certain activities. The net revenue (loss) of
the internal service funds is reported with governmental activities (896,347)

Repayment of bond and notes payable and capital lease payments is a debt service expenditure in the
governmental funds, but the repayment reduces long term liabilities in the statement of net position. 8,610,370

Bond and other debt proceeds provide current financial resources to governmental funds, but issuing debt increases long-term
liabilities in the Statement of Net Position (4,500,000)

Some expenses reported in the statement of activities do not require the use of current financial resources and

therefore are not reported as expenditures in governmental funds. Interest expense in the statement of activities

differs from the amount reported in governmental funds because the change in accrued interest $(17,377) was

calculated for long term debt. Also, any changes in compensated absences $28,712, during the year are

reported as an increase or decrease to expenses in the statement of activities but not in the governmental funds.

The change in compensated absences noted above does not include $1,094 that is attributed to the internal service funds 11,328

Governmental funds report the effect premiums, discounts and similar items when debt is first issued, whereas
these amounts are deferred and amortized in the statement of activities. The effect of the amortization of
premiums and discounts $372,226. New premium added in the amount of $456,765. (84,539)

The deferred charge on the refunding of bonds is not recognized in the fund statements. This is the change during the year. (117,600)

GASB Cod. Sec. P52, requires that certain fund expenditures be de-expended and recorded as deferred

resource outflows on the government-wide statements. These contributions made after the measurement date

of December 31, 2020 caused the change in ending net position to change in the amount of $(361,702