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o 4100 N. 23rd
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INDEPENDENT AUDITOR’S REPORT (956) 686-3701

Fax (956) 686-6830
www.longchilton.com

Chairman and Members of the Board
Mission Economic Development Corporation
Mission, Texas

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities, and each major
fund of Mission Economic Development Corporation, a component unit of the City of Mission, Texas as
of and for the year ended September 30, 2013, and the related notes to the financial statements, which
collectively comprise the Mission Economic Development Corporation’s basic financial statements as

listed in the table of contents.
Management’s Responsibility for the Fi inancial 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

CITOr.

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
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.

Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, and each major fund of Mission Economic
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Development Corporation, a component unit of the City of Mission, Texas as of September 30, 2013,
and the respective changes in financial position for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information as listed in the table of contents 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 Corporation’s basic financial statements. The other supplementary information
section as listed in the table of contents is presented for purposes of additional analysis and is not a
required part of the basic financial statements.

The other supplementary information section as listed in the table of contents, has 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 January 15,
2014 on our consideration of the Mission Economic Development Corporation’s internal control over
financial reporting and on our test of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on 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
Mission Economic Development Corporation’s internal control over financial reporting and compliance.

Koy, Chitlen, ZRT

LONG CHILTON, LLP
Certified Public Accountants

McAllen, Texas
January 15, 2014
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Mission Economic Development Corporation

Management’s Discussion and Analysis
September 30, 2013

As management of the Mission Economic Development Corporation (MEDC), we offer readers
of the Mission Economic Development Corporation financial statements this narrative overview
and analysis of the financial activities of the Mission Economic Development Corporation for
the fiscal year ended September 30, 2013. We encourage readers to consider the information
presented here in conjunction with the financial statements and disclosures following this
section.

Financial Highlights

e The liabilities of MEDC exceeded assets at the close of the most recent fiscal year by
$1,220,526 (net position).

e The net position deficit is due to the fact that MEDC does not hold any capital assets
such as infrastructure and improvements in its’ name, but rather provides funding for
City of Mission projects.

Overview of the Financial Statements

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

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

The statement of net position presents information on all MEDC’s assets and liabilities, with
the difference between the two reported as net position. Over time, increases or decreases in
net position may serve as a useful indicator of whether the financial position of the MEDC is
improving or deteriorating.

The statement of activities presents information showing how the government’s net position is
reported as soon as the underlying event giving rise to the change occurs, regardless of the
timing of related cash flows.



Both of the government-wide financial statements present governmental activities of the
Corporation that are principally supported by sales taxes and operating grants and
contributions.

The government-wide financial statements can be found on pages 13-14 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. MEDC,
like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of MEDC are
governmental.

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

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental funds
with similar information presented for governmental activities in the government-wide
financial statements. By doing so, readers may better understand the long-term impact of the
government’s near-term financing decisions. Both the governmental fund balance sheet and
the governmental fund statement of revenues, expenditures, and changes in fund balances
provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.

MEDC maintains two individual governmental funds. Information is presented separately in
the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the general fund and the debt service fund.

MEDC adopts an annual appropriated budget for its general fund. A budgetary comparison
statement has been provided for the general fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 15-18 of this report.

Notes to the financial statements. The notes provide additional information that is essential
to a full understanding of the data provided in the government-wide and fund financial
statements. The notes to the financial statements begin on page 19 of this report.

Other information. A Dbudgetary comparison schedule is included as Required
Supplementary Information (RSI) for the General Fund on page 37. Budgetary comparison
schedule for the Debt Service Fund is provided as other supplementary information on page 43.



Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s
financial position. In the case of MEDC, liabilities exceeded assets by $1,220,526 at the close
of the fiscal year. Compared to the prior year, the net position deficit decreased by $1,614,798
or 57 percent.
Mission Economic Development Corporation
Net Position
September 30, 2013

Governmental Actctivies

2013 2012

Current and other assets $ 4,603,517 $ 3,948,188
Capital Assets 13,082 15,201

Total assets 4,616,599 3,963,389
Long-term liabilities 4,775,920 5,749,025
Other liabilities 1,061,205 1,049,689

Total liabilities 5,837,125 6,798,714
Net Position:

Net investment in capital assets 13,082 15,201

Restricted 218,736 494,577

Unrestricted (deficit) (1,452,344) (3,345,102)

Total net position $ (1,220,526) $ (2,835,324)

At the end of the current fiscal year, MEDC is unable to report a positive balance in
unrestricted net position. The net position deficit is due to the fact that MEDC, with the
exception of furniture and equipment, does not hold any capital assets in its name; therefore,
any long-term debt issued is to provide funding for City of Mission infrastructure projects.
Restricted net position is restricted for the purpose of debt service and net investment in capital
assets.

The following table presents detail on revenues and expenses for the governmental activities
that affected net position.



Mission Economic Development Corporation
Changes in Net Position
September 30, 2013

Governmental Activities

2013 2012
Revenues:
Program Revenues:
Operating grants and
contributions $ 121,466.00 $ 184,967.00
General revenues:

Other taxes 3,639,308.00 3,619,078.00
Interest 9,140.00 7,325.00
Miscellaneous 4.150.00 4,407.00

Total revenues 3,774,064.00 3,815,777.00
Expenses:
Economic development 1,915,522.00 2,917,970.00
Interest on long-term debt 243,744.00 267,370.00
Total expenses 2,159,266.00 3,185,340.00
Changes in net position 1,614,798.00 630,437.00
Net position-beginning (2,835,324.00) (3,465,761.00)
Net position-ending $ (1,220,526.00) $ (2,835,324.00)

Governmental activities. Governmental activities for the fiscal year increased MEDC’s net
position by $1,614,798, decreasing the deficit net position from prior year.

Total revenues reflect a decrease of 1% compared to last year. Operating grants and
contributions reflect a 34% decrease compared to prior year, while sales tax increase only by
0.005%.

Expenses reflected a decrease of 32% compared to prior year. The decrease is attributed to due

to a one million dollar settlement with the Mission Economic Development Authority (MEDA)
in fiscal year 2012.

Financial Analysis of Government’s Funds

As noted earlier, MEDC uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.



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

At the end of the current fiscal year, MEDC’s governmental funds reported combined ending
fund balances of $4,489,851 an increase of $684,628 in comparison with the prior year.
$2,384,850 constitutes unassigned fund balance for all governmental funds, which is available
for spending at MEDC discretion. In accordance with GASB No. 54, $205,728 of total fund
balance is considered nonspendable for prepaid and redevelopment assets; $246,752, is
restricted for debt service; and $1,652,521 is committed for various economic development
projects.

The General Fund is the chief operating fund of MEDC. At the end of the current fiscal year,
unassigned fund balance was $2,384,850 and total fund balance of the general fund was
$4,243.099. As a measure of the general fund’s liquidity, it may be useful to compare both
unassigned fund balance and total fund balance to total fund expenditures. Unassigned fund
balance was 80% higher than expenditures and total fund balance exceeded expenditures by
122%.

During the current fiscal year, the MEDC general fund balance increased by $965,067 or 29%.
The key components and factors in the increase are as follows:

e Operating expenditures decreased by $1,006,957. The decrease was attributed to a
lawsuit settlement of $1 million paid in FY 2012.

e Transfers-out to Debt service increased by $234,802 or 35% compared to prior year.
The increase fulfills the full debt requirement needed in the debt service for the fiscal
year.

The Debt Service Fund has a total fund balance of $246,752, all of which is reserved for the
payment of debt service. Sufficient funds were available in the Debt Service Fund to meet
principal and interest due for FY 2013.

General Fund Budgetary Highlights

During the year, the MEDC Board amended the budget several times. The MEDC budget is
amended when a new economic development project is undertaken by the Board. MEDC must
follow state guidelines when amending the annual budget for economic development projects.
All budget amendments must be approved by both the MEDC Board and City Council. The
budget was amended by $185,667 during the year.

The original revenue budget was not amended in FY 2013.



Actual revenues exceed final budget by $144,326. The majority of the increase is
attributed to sales tax and $10,200 in closing fees received from AmeriTex for refunding
the 2008 Series MEDC Industrial Revenue Bond with the 2013 MEDC Industrial
Development Revenue Bonds. MEDC also received $29,250 for the MEDC Taxable
Power Purchase Agreement Revenue Bonds Series 2013 issued for Nelson Gardens
Energy, LLC.

There were several changes in the original to final budget on the expenditures.

The Development had the most significant increase from original to final budget due to
several projects undertaken including the Royal Technology Project of $400,000 MEDC
is committing $80,000 per year for the next five years to the company. The Regional
Project, which was approved in FY 2012 and carried over into FY 2013, was cancelled in
FY 2013 by the Board. Other smaller Projects were undertaken during the Fiscal Year.
MEDC currently has $1,652,521 in committed projects.

Capital Asset and Debt Administration

Long-term debt. At the end of the current fiscal year, MEDC had total long-term debt
outstanding of $6,681,860.

Mission Economic Development Corporation
Outstanding Sales Tax Revenue Bonds
September 30, 2013

Governmental Activities
2013 2012 2011

Sales Tax Refunding Bonds Series 2010 $ 3,705000  $ 4,005000 $ 4,290,000
2009 FNB Loan 2,044,025 2,676,860 2,785,974

Total $ 5749025 $ 6681860 $ 7,075,974

As of September 30, 2013, MEDC had no authorized but unissued bonds. Additional
information on MEDC’s long-term debt can be found on pages 29-30 of this report.



Economic Factors and Next Year’s Budget

Sales tax is the major revenue source for MEDC and changes in the economy for the City of
Mission will have an impact on MEDC’s financial situation. Another major economic factor
that can affect MEDC’s financial situation is the unemployment rate.

e According to the Texas Labor Market Review, the unemployment rate for the City of
Mission as of November 30, 2013 was 8 percent, which represents a slight increase
compared to 7.7 percent from prior year. The state and national average unemployment
rates are at 5.8 percent and 6.6 percent respectively.

e The 2014 General Fund operating budget was prepared using $3,871,350 as the estimated
restricted fund balance at September 30, 2013. The actual fund balance for the general fund
was $4,243,099; nevertheless, a $2,349,962 fund balance is projected at September 30,
2014,

Requests for Information

This financial report is designed to provide a general overview of MEDC’s finances for all
those with an interest in the government’s finances. Questions concerning any of the
information provided in this report or requests for additional financial information should be
addressed to the Office of the Finance Director, 1201 East 8" Street, City of Mission, Texas,
78572.
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EXHIBIT A-1

MISSION ECONOMIC DEVELOPMENT CORPORATION

STATEMENT OF NET POSITION
September 30, 2013

ASSETS

Cash and cash equivalents

Investments

Restricted Assets

Receivables, net

Due from primary government

Prepaid

Redevelopment assets

Deferred charges

Capital assets, net of accumulated depreciation
Machinery and equipment

Total Assets

LIABILITIES

Accounts payable
Accrued interest payable from restricted assets
Accrued wages payable
Noncurrent liabilities
Due within one year
Due in more than one year
Total Liabilities

NET POSITION
Net investment in Capital Assets
Restricted for:
Debt Service
Unrestricted

Total Net Position

Governmental
Activities

1,713,971
1,697,762
246,752
683,388
2,333
1,771
203,957
53,583

13,082

4,616,599

52,615
28,016
7,469

973,105
4,775,920

5,837,125

13,082

218,736
(1,452,344)

(1,220,526)

The accompanying notes are an integral part of this statement.
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MISSION ECONOMIC DEVELOPMENT CORPORATION

STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2013

Functions/Programs
COMPONENT UNIT:
Governmental activities:
Economic development
Interest and fiscal charges on long-term debt
Total Governmental Activities

Total Component Unit

The accompanying notes are an integral part of this statement.

EXHIBIT A-2

Net (Expenses)
Revenue and
Changes in
Program Revenues Net Position
Operating
Grants and Governmental
Expenses Contributions Activities
$ 1,915,522 $ 120,728 $ (1,794,794)
243,744 738 (243,006)
2,159,266 121,466 (2,037,800)
$ 2,159,266 $ 121,466 (2,037,800)
General Revenues:
Sales taxes 3,639,308
Interest earned 9,140
Miscellaneous 4,150
Total General Revenues 3,652,598
Change in Net Position 1,614,798
Net position - 10/01/12 (2,835,324)

Net position - 09/30/13

14
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EXHIBIT A-3
MISSION ECONOMIC DEVELOPMENT CORPORATION
BALANCE SHEET-GOVERNMENTAL FUNDS
September 30, 2013

Total
Debt Service Governmental
General Fund Fund Funds
ASSETS
Cash and cash equivalents $ 1,713,971 $ 129,967 $ 1,843,938
Investments 1,697,762 116,775 1,814,537
Receivables:
Sales Tax 606,651 - 606,651
Accounts-other 73,283 - 73,283
Due from primary government 2,333 - 2,333
Accrued interest receivable 3,454 10 3,464
Prepaid 1,771 - 1,771
Redevelopment assets 203,957 - 203,957
Total Assets $ 4,303,182 $ 246,752 $ 4,549,934
LIABILITIES
Accounts payable $ 52,615 $ - $ 52,615
Accrued wages payable 7,469 - 7,469
Total Liabilities 60,084 - 60,084
FUND BALANCES
Nonspendable 205,728 - 205,728
Restricted for debt - 246,752 246,752
Committed 1,652,521 - 1,652,521
Unassigned 2,384,850 - 2,384,850
Total Fund Balances 4,243,099 246,752 4,489,851
Total Liabilities and Fund
Balances $ 4,303,183 $ 246,752 $ 4,549,935

The accompanying notes are an integral part of this statement.
15



EXHIBIT A-4
MISSION ECONOMIC DEVELOPMENT CORPORATION
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
September 30, 2013

Total fund balances - governmental funds balance sheet $ 4,489,851

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

Capital assets used in governmental activities are not reported in the funds. 13,082
Payables for bond principal which are not due in the current period are
not reported in funds. (5,749,025)

Payables for bond interest which are not due in the current period are
not reported in funds. (28,017)

Unamortized issuance cost unavailable for current-period expenditures and are
deferred in the SNA. 53,583

Net position of governmental activities - statement of net position

&+

(1,220,526)

The accompanying notes are an integral part of this statement.
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EXHIBIT A-5

MISSION ECONOMIC DEVELOPMENT CORPORATION
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended September 30, 2013

Total
General Debt Service Governmental
Fund Fund Funds
Revenues:
Taxes $ 3,639,308 $ - $ 3,639,308
Interest 9,140 738 9,878
Miscellaneous 124,878 - 124,878
Total Revenues 3,773,326 738 3,774,064
Expenditures:
Current:
General Government:
Economic development 1,908,259 - 1,908,259
Debt service:
Principal - 932,835 932,835
Interest and fiscal charges - 248,342 248,342
Total expenditures 1,908,259 1,181,177 3,089,436
Excess (Deficiency) of Revenue over Expenc 1,865,067 (1,180,439) 684,628
Other Financing Sources (Uses):
Operating transfers (900,000) 900,000 -
Total Other Financing Sources (Uses) (900,000) 900,000 -
Net change in fund balances 965,067 (280,439) 684,628
Fund Balances at Beginning of Year 3,278,030 527,191 3,805,222
Fund Balances at End of Year $ 4,243,098 $ 246,752 $ 4,489,851

The accompanying notes are an integral part of this statement.
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Exhibit A-6
MISSION ECONOMIC DEVELOPMENT CORPORATION
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2013

Net change in fund balances - total governmental funds $ 684,628

Amounts reported for governmental activities in the statement of activities
("SOA") are different because:

Capital assets used in governmental activities are not reported in the funds. 649

The depreciation of capital assets used in governmental activities is not reported

in the funds. (2,768)
Repayment of bond principal is an expenditure in the funds but is not an

expense in the SOA. 932,835
Bond issuance costs and similar items are amortized in the SOA but not in the funds (5,144)

(Increase) decrease in accrued interest payable from beginning of period
to end of period 4,598

Change in net position of governmental activities - statement of activities $ 1,614,798

The accompanying notes are an integral part of this statement.
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MISSION ECONOMIC DEVELOPMENT CORPORATION
GENERAL FUND

BUDGETARY COMPARISON SCHEDULE
For the Year Ended September 30, 2013

Revenues:
Taxes:
Sales tax
Total Taxes

Interest:
Interest earned on investments
Interest earned on demand deposit
Total Interest

Miscellaneous:
Application Fees-Ind. Dev. Bonds
Annual Filing Fee-Ind. Dev. Bonds
Rent-MRA
Total Miscellaneous

Total Revenues

Expenditures:

Current:

Economic Development:

Administration:
Personal Services
Employee Benefits
Professional and Technical Services
Purchased Property Services
Other Purchased Services
Supplies
Capital Outlays
Community Promotions
Miscellaneous

Development:
Professional and Technical Services
Purchased Property Services
Other Purchased Services
Supplies
Miscellaneous
Projects
Incentives

Total Expenditures

EXHIBIT B-1

Variance with

Actual Final Budget

Budgeted Amounts Budget Positive
Original Final Basis (Negative)
$ 3,550,000 $ 3,550,000 $ 3,639,308 $ 89,308
3,550,000 3,550,000 3,639,308 89,308
2,500 2,500 8,631 6,131
1,500 1,500 509 (991)
4,000 4,000 9,140 5,140

- - 3,750 3,750

75,000 75,000 116,978 41,978

- - 4,150 4,150

75,000 75,000 124,878 49,878
3,629,000 3,629,000 3,773,326 144,326
311,384 311,384 312,617 (1,233)
87,501 87,501 82,538 4,963
195,000 195,000 52,180 142,820
31,000 31,000 30,449 551
41,850 41,850 39,288 2,562
6,500 6,500 1,892 4,608
5,000 5,000 649 4,351
40,000 55,000 52,916 2,084
117,000 102,000 35,045 66,955
835,235 835,235 607,574 227,661
100,000 100,000 37,157 62,843
9,000 9,000 8,456 544
175,000 175,000 147,856 27,144
10,000 10,000 4,688 5,312
77,000 77,000 70,800 6,200
1,782,402 1,782,402 825,633 956,769
543,333 729,000 286,727 442,273
2,696,735 2,882,402 1,381,317 1,501,085
3,531,970 3,717,637 1,988,891 1,728,746
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MISSION ECONOMIC DEVELOPMENT CORPORATION
GENERAL FUND
BUDGETARY COMPARISON SCHEDULE
For the Year Ended September 30, 2013

EXHIBIT B-1

Variance with

Actual Final Budget
Budgeted Amounts Budget Positive
Original Final Basis (Negative)
Excess (Deficiency) of Revenues
Over Expenditures 97,030 (88,637) 1,784,435 1,873,072
Other Financing Sources (Uses):

Operating transfers out (900,000) (900,000) (900,000) -
Total Other Financing Sources (Uses) (900,000) (900,000) (900,000) -
Net Change in Fund Balance (802,970) (988,637) 884,435 1,873,072

Fund Balance at Beginning of Year 3,278,030 3,278,031 3,278,031 -
Fund Balance at End of Year $ 2,475,061 $ 2,289,394 $ 4,162,466 $ 1,873,072
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MISSION ECONOMIC DEVELOPMENT CORPORATION
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
September 30, 2013

The Board of Directors prepares a budget each year which is then submitted to the City Manager of
the City of Mission, Texas. The budget of the MEDC is incorporated into the budget process for the
City of Mission, Texas which is described below. The City follows these procedures in establishing
the budgetary data reflected in the financial statements:

1. The City Manager submits a proposed operating budget for all funds, as mandated by the
City Charter, to the City Council 60 to 90 days prior to the beginning of each fiscal year.
The operating budget includes proposed expenditures and the means of financing them.

2. The City Council selects the time and place of a public hearing on the budget to obtain
taxpayer comments.

3. The appropriated budget is adopted by a majority vote of the City Council, and signed into
law by a budget ordinance.

4.  The budget amounts used in this report are as amended by the City Council.
5. Budgetary appropriations lapse at the end of each fiscal year.

6.  The total estimated expenditures of the General Fund and Debt Service Fund may not
exceed the total estimated revenues plus cash on hand of each fund.

7. The current level of budgetary control is the department level within each fund.

The Board of Directors approves the MEDC budget through a resolution before it is presented to City
Council for final approval. Any amendments to the budget must also be approved by the Board of
Directors before the amendment goes to City Council for final approval.

Encumbrances represent commitments related to unperformed contracts for goods or services.
Encumbrance accounting, under which purchase orders, contracts and other commitments for the
expenditure of resources are recorded to reserve that portion of the applicable appropriation, is utilized
in the governmental funds. Encumbrances outstanding at year end do not constitute expenditures or
liabilities because the commitments will be honored during the subsequent year. Significant
outstanding encumbrances in the General Fund would be classified as committed.
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MISSION ECONOMIC DEVELOPMENT CORPORATION
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
September 30, 2013
Budget to GAAP Reconciliation

The following is an explanation of differences between budgetary basis and GAAP:

Expenditures: General Fund

Actual expenditures (budgetary basis) from the budgetary
comparison schedule (Exhibit B-1) $ 1,988,891

Amount budgeted as expense per budgeted basis,
inventoried per GAAP basis (80,632)

Total expenditures as reported on the statement of revenues
expenditures, and changes in fund balances-governmental

funds (Exhibit A-5) $ 1,908,259
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EXHIBIT C-1

MISSION ECONOMIC DEVELOPMENT CORPORATION
DEBT SERVICE FUND
BUDGETARY COMPARISON SCHEDULE
For the Year Ended September 30, 2013

Variance with

Final Budget
Final Positive
Budget Actual (Negative)
Revenues:
Taxes:

Interest earned on investments $ 200 $ 111 $ (89)

Interest earned on demand deposit 500 627 127
Total Revenues 700 738 38

Expenditures:
Current:

Debt Service:

Principal retirement 932,835 932,835 -
Interest and fiscal agent charges 252,130 248,342 3,788

Total Debt Service 1,184,965 1,181,177 3,788
Total Expenditures 1,184,965 1,181,177 3,788
Excess (Deficiency) of Revenues
Over Expenditures (1,184,265) (1,180,439) 3,826
Other Financing Sources (Uses):

Operating transfers 900,000 900,000 -
Total Other Financing Sources (Uses) 900,000 900,000 -
Net Change in Fund Balance (284,265) (280,439) 3,826

Fund Balance at Beginning of Year 527,191 527,191 -
Fund Balance at End of Year $ 242,926 $ 246,752 $ 3,826
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

Chairman and Members of the Board
Mission Economic Development Corporation
Mission, Texas

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, and each major fund of Mission Economic Development Corporation, a component unit of the
City of Mission, Texas as of and for the year ended September 30, 2013, and the related notes to the
financial statements, which collectively comprise Mission Economic Development Corporation’s basic
financial statements, and have issued our report thereon dated January 15, 2013.

Internal Control Over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material

weaknesses or, significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material

weaknesses may exist that have not been identified.
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Compliance and Other Matters

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

Purpose of this Report

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

Loy Gfebhsn) ZXP

Certified Public Accountants

McAllen, TX
January 15, 2014
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