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Mark R. Vickery, P.G., Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution

February 20, 2009

Ms. LaDonna Castafiuela, Chief Clerk .
Office of the Chief Clerk £ 3
Texas Commission on Environmental Quality & 3
P.O. Box 13087, MC-105 L w
Austin, Texas 78711-3087 =5 3

Re:  TCEQ Docket No. 2008-1062-UCR; Consideration of a request for a Commfsglon @rder
approving a contract designating service areas between La Joya Wﬁtﬁer §i“?pply 3
P=

Corporation (WSC) and the City of Mission bt

Dear Ms. Castafiuela:

Enclosed for filing with the Texas Commission on Environmental Quality (Commission) is the
original plus eleven copies of the following backup materials for the March 11, 2009, agenda

item on the above referenced matter:

1. Agenda Executive Summary;
2. Caption;
3. Staff memo detailing financial, managerial, and technical capabilities of the City of

Mission to provide continuous and adequate service in the affected area;

4. Request for Commission order approving a Texas Water Code section 13.248 agreement
filed by La Joya WSC on November 29, 2007, and declared administratively complete on

February 19, 2008;

5. Texas Water Code section 13.248 agreement between La Joya WSC and the City of
Mission executed on February 9, 2008;

6. Proposed map of the service area subject to the section 13.248 agreement;

7. Map consents;

8. CCN Nos. 10559 and 11537; and

9. Proposed Order.

P.O. Box 13087 ® Austin, Texas 78711-3087 e 512-239-1000 ® Internet address: www.tceq.state.tx.us




Please do not hesitate to contact me at 239-0575 if you have any questions regarding this
material. Thank you for your attention to this matter.

Respectfully submitted,

Sk Sﬁmagm

Stefanie Skogen
Staff Attorney
Environmental Law Division

Enclosure
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816 Congress Avenue, Suite 1700
Austin, Texas 78701

TCEQ Docket No. 2008-1062-UCR; Consideration of a request for a Commission order
approving a contract designating service areas between La Joya Water Supply

Corporation (WSC) and the City of Mission.

Re:

Dear Mr. Cerda and Ms. Rogers:

This letter is to inform you that the above-referenced application has been set on the Agenda for
consideration by the Texas Commission on Environmental Quality (TCEQ). This Agenda will
occur on March 11, 2009, at 9:30 a.m. in Building E, Room 201S, 12100 Park 35 Circle, Austin,
Texas. Included with this letter are the Agenda backup materials to be considered by the

Commission.

Persons with disabilities who plan to attend this hearing and who need special accommodations
at the Agenda should call the TCEQ Office of Public Assistance at 1-800-687-4040 or 1-800-
RELAY-TX (TDD) at least one week prior to the hearing. If you have any procedural questions,
you may contact the TCEQ Office of Public Interest Counsel at 1-512-239-6363. If you have any

other questions about this matter, you may contact me at 1-512-239-0575.

Sincerely,

\‘ . R {\ P
\w}‘cs‘s"ﬂ:;’b{‘;@u:wz_. oAl (EBO A~
Stefanie Skogen

Staff Attorney
Environmental Law Division

Enclosure

cc: Lisa Fuentes, Water Supply Division, MC-153
Mailing List

P.O. Box 13087 ® Austin, Texas 78711-3087 ® 512-239-1000 ® Internet address: www.tceq.state.tx.us




Texas Commission on Environmental Quality

INTEROFFICE MEMORANDUM

TO: Texas Commission on Environmental Quality DATE: February 20, 2009
THRU: LaDonna Castafiuela, Chief Clerk
FROM: Stefanie Skogen, Environmental Law Division

SUBJECT: TCEQ Docket No. 2008-1062-UCR. C_onsideration of a request for a
Commission order approving a contract designating service areas between La
Joya Water Supply Corporation (WSC) and the City of Mission.

DESCRIPTION OF APPLICATION

Applicant: ' City of Mission and La Joya WSC'

Regulated Activity: Retail water utility service

Type of Application: Request for a Commission order approving a contract

Commission Action: Hearing regarding approval of the contract

Authority: Texas Water Code § 13.248 and 30 Texas Administrative Code §
291.117

FACTUAL BACKGROUND

The City of Mission (City), water certificate of convenience and necessity (CCN) No. 11537,
and La Joya WSC, water CCN No. 10559, provide retail water service in Hidalgo County, Texas.
On February 9, 2008, La Joya WSC and the City entered into an agreement regarding their
respective water service areas pursuant to section 13.248 of the Texas Water Code. Under the
agreement, La Joya WSC will transfer 5.39 acres of CCN No. 10559 to the City, thereby
incorporating the area into CCN No. 11537. The parties entered into this agreement to comply
with a settlement agreement reached in Daniec & Bazan v. La Joya WSC, Cause No. C-1943-05-
D, 206th District Court, Hidalgo County, Texas, between La Joya WSC and Leonel Bazan, who
owns the 5.39-acre tract. According to the agreement, there are no customers or facilities in the
area to be transferred.

Both parties have reviewed the CCN map to be issued with the Commission’s order and have
approved it.

! Per section 7201.002(c) of the Special District Local Laws Code, La Joya WSC has been dissolved since it filed its
request and succeeded by Agua Special Utility District.




LEGAL AUTHORITY

The Texas Water Code prohibits a utility, a utility operated by an affected county, or a water
supply corporation from rendering retail water or sewer utility service directly or indirectly to the
public without first obtaining a CCN.> Conversely, a municipality is not required to obtain a
CCN to provide retail water service.” However, a municipality may not provide service to an
area within its boundaries that is certificated to another retail public utility without first obtaining
a CCN for that area.®

The Texas Water Code and TCEQ rules allow retail public utilities to enter into service area
agreements and have the Commission affirm the agreements by amending the entities’ respective
CCNs.® The request to approve a 13.248 agreement is not subject to the notice provisions of title
30, section 291.106 of the Texas Administrative Code, which apply to applications for new and
amended CCNs. The Commission may approve the service area agreement pursuant to section
13.248 of the Texas Water Code with appropriate notice provided under the Open Meetings Act.
The Executive Director will mail notice of the hearing upon the setting of an Agenda date.

BASIS FOR STAFF RECOMMENDATION

The following items were considered in developing the staff’s recommendation:

1. Request for a Commission Order approving the 13.248 agreement filed by La Joya WSC
on November 29, 2007 (Application No. 35910-C);

2. Agreement between La Joya WSC and the City, executed on February 9, 2008;

3. Map of the service area subject to the 13.248 agreement submitted by La Joya WSC;
and

4. Financial, managerial, and technical analysis of the City to operate in the affected area.

STAFF RECOMMENDATION

2 TEX. WATER CODE ANN. § 13.242(a) (Vernon Supp. 2006).

’ A municipality is a “retail public utility” under section 13.002(19) of the Texas Water Code but is not a “utility”
under section 13.002(23). Therefore, the section 13.242(a) requirement that a “utility” must obtain a CCN before
providing retail water utility service does not apply to a municipality.

* TEX. WATER CODE ANN. § 13.247(a).

3 TEX. WATER CODE ANN. § 13.248 (Vernon 2000); 30 TEX. ADMIN. CODE § 291.117 (West 2008). Section 13.248
states, “Contracts between retail public utilities designating areas to be served and customers to be served by those
retail public utilities, when approved by the commission after public notice and hearing, are valid and enforceable
and are incorporated into the appropriate areas of public convenience and necessity.”




3

Staff has confirmed that both parties are retail public utilities with active water CCNs and that
the area the parties are seeking to transfer abuts the CCN of the entity receiving the CCN. The
area is being transferred because the owner of the land to be transferred wants to be served by the
City and entered into a settlement agreement with La Joya WSC in which the landowner and La
Joya WSC agreed to the transfer. Further, staff is satisfied that the City possesses the adequate
financial, managerial, and technical capability to provide continuous and adequate service to the
area being transferred. The City already serves over 25,000 water connections and is ranked
superior. Its utility fund has a debt service coverage ratio of 1.47 :1.% Therefore, based on the
facts stated in the application and the supporting documentation submitted by La Joya WSC,
staff supports the request for a Commission Order approving a contract designating service areas
between La Joya WSC and the City.

STAFF CONTACTS

Stefanie Skogen, Environmental Law Division (239-0575)
Lisa Fuentes, Water Supply Division (239-6117)

® A retail public utility’s debt service coverage ratio should be above 1:1. More than 1.25:1 is considered to be good.




CAPTION
LA JOYA WSC AND CITY OF MISSION
Application No. 35910-C

TCEQ Docket No. 2008-1062-UCR. Consideration of a request for a Commission Order
approving a contract designating service areas between La Joya Water Supply Corporation
(WSC), water certificate of convenience and necessity (CCN) No. 10559, and the City of
Mission, water CCN No. 11537, in Hidalgo County, Texas, pursuant to section 13.248 of the
Texas Water Code. Under the contract, La Joya WSC will transfer approximately 5.39 acres of
its water CCN to the City of Mission. (Stefanie Skogen, Lisa Fuentes)




Texas Commission on Environmental Quality
INTEROFFICE MEMORANDUM

To: - Environmental Law Division Date: July 2, 2008

Thru: - Lisa Fuentes/Tammy Benter

From: Dan Smith

Subje;:f: Confract Service Agreement Pursuant to Texas Water Code, Section

13.248, from City of Mission, Cerfificate of Convenience and Necessity
(CCNJ No. 11537, to Transfer a Porfion of CCN No. 10559 from La Joya
WSC in Hidalgo County; Application No. 35910-C

CN: 600520852; RN: 101398188 (fransferee)
CN: 601495468; RN: 103908471 (transferor)

In my opinion, the City of Mission has demonstrated adequate financial,
managerial and technical capability to provide service to the area contracted for

transfer.

Signed: m(}uw %Zt(ﬁé Date:_July 2, 2008

The City of Mission and La Joya W3SC entered an agreement January 29, 2008
(signed February 9, 2008 by La Joya), to transfer a portion of a ten-acre tract for

nominal consideration. The owner of the property is Mr. Leonel Bazan who desires
the City of Mission to provide service.

Mission provides service to about 23,000 connections and is ranked superior.
LaJoya WSC provides service fo about 13,000 connections. This fractis considerably

less than material to either party’s operations.

| have reviewed an unqualified audit for Mission for the fiscal year ended
September 30, 2007, which is reduced and attached to the original of this
memorandum. The balance sheet showed total city assets of $217,430,471, long-
term debt of $61.1 mil., and net assets (equity) of $143.5 mil., for a debt-to-equity
ratio of .051:1. Water utility total assets were $111.7 mil., long-term liabilities were
$39.8 mil., and net assets (equity) was $64.3 mil., for a debt-to-equity ratio of 0.74:1.




The City of Mission and La Joya Water Supply Corporation
Financial and Managerial Capability Analysis of Contract Service Agreement
Page 2 '

The statement of revenues and expenses for the water utility showed a netincome
before transfers and capital contributions, of $2,954,147 after covering depreciation
expense of $2,659,322 and interest expense of $1,733,486. So cash available for
debft service (operating income plus depreciation) was $6,358,999 and required
debt service for business-type activities was $4,318,760 for a debt service coverage
ratio of 1.47:1.

This information supports a finding of adequate financial and managerial capability
to provide service o the area contracted for fransfer.
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LONG CHILTON, LLP

A PARTNERSHIP OF PROFESSIONAL CORPORATIONS AND INDIVIDUALS

4100 N. 23rd
Members - Division of Firms, McAllen, Texas 78504
American Institute of CPAs (956) 686-3701

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

INDEPENDENT AUDITORS' REPORT

Honorable Mayor and
 Members of the City Council
City of Mission, Texas

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 Mission, Texas, as of and for the year ended September 30,
2007, which collectively comprise the City’s basic financial statements, as listed in the table of contents.
These financial statements are the responsibility of the City of Mission’s management. Our
responsibility is to express opinions on these financial statements based on our audit. We did not audit
the financial statements of the Mission Redevelopment Authority, which represent 69 percent, 66
percent and 35 percent, respectively, of the assets, net assets and revenues of the aggregate discretely
presented component units. Those financial statements were audited by other auditors whose report
thereon has been furnished to us, and our opinion, insofar as it relates to the amounts included for the
Mission Redevelopment Authority is based upon the report of the other anditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. The financial statements of the Mission Redevelopment Authority were not
audited in accordance with Government Auditing Standards. An audit includes consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the City’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit also
includes 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, as
well as evaluating the overall financial statement presentation. We believe that our audit and the report
of other auditors provide a reasonable basis for our opinions.

In our opinion, based on our audit and the report of other auditors, 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 Mission, Texas, as of September 30,
2007, and the respective changes in financial position and cash flows, where applicable, thereof for the
year then ended in conformity with accounting principles generally accepted in the United States of

17
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In accordance with Government Auditing Standards, we have also issued a report dated January 28,
2008 on our consideration of the City of Mission’s 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 to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.

The Management’s Discussion and Analysis (MD&A) and the required supplementary information
schedules as listed in the table of contents on pages 19 through 32 and 97 through 112 are not a required
part of the basic financial statements but are supplementary information required by accounting
principles generally accepted in the United States of America. We and the other auditors have applied
certain limited procedures, which consisted principally of inquiries of management regarding the

methods of measurement and presentation of the required supplementary information. However, we did

not audit the information and-express no opinion on it.

Our audit was conducted for the purpose.of forming opinions on the financial statements that
collectively comprise the City of Mission’s basic financial statements. The introductory séction, the
other supplementary information section, the capital assets used in the operation of governmental funds

section, the supplemental schedules section, the statistical section and the federal awards section as

listed in the table of contents are presented for purposes of additional analysis and are not a required part

of the basic financial statements. The other supplementary information section, the capital assets used in -
the operation of governmental funds section, and the supplemental schedules section has been. subjected‘ -
to the auditing procedures applied in the audit of the basic financial statements and, in our opiniof, 1s"- S

fairly stated in all material respects in relation to the basic financial statements taken asa whole:

introductory section and statistical section have not been subjected to the audltlng procedures app‘hed i
the ‘audit of the basic financial statements and, accordingly, we express no opinion: o -thern. . The
accompanying schedule of expenditures of federal awards required by the U.S. Office-of Management' :
and Budget Circular A-133, Audits of States, Local Governments and Non-Profit Organizations, and the’

schedule of expenditures of state awards required by the Texas Governor’s Office of Budget and
Planning, State of Texas Single Audit Circular is also not a required part of the 'bésié'ﬂnahcial
statements of the City of Mission, Texas. The accompanying schedules of expenditures of federal and
state awards have been subjected to the auditing procedures applied in the audit of the basic financial
statements and in our opinion, are fairly stated in all material respects in relation to the basic financial

statements taken as a whole.
&m 5 Chdtos, X AP

LONG CHILTON, LLP
Certified Public Accountants

MecAllen, Texas
January 28, 2008
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CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
Scptember 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continied)

The City of Mission, Texas authorized the creation of the Mission Redevolopment Authority
(MRA) by the Resolution No. 1021 passed on November 26, 2001. The Authority was created and
organized as a local govermment corporation pursuant to provisions of Subchapter D of Chapter
431 of the Texas Transportation Code and Chapier 394 of the Texas Local Gavernment Code.
MRA is organized as a public non-profit corporation for the purpose of aiding, assisting, and
acting on behalf of the City in the performance of its governmental function to promote the
common good and gencral welfarc of Reinvestment Zone Number One (the “Zone™ and

ighboring areus; in the ion and impl ion of a project plan nd a reinvestment zone
the development of a policy to finance development and
iional facilities, ol and park/open space propertics in
pment and i ion of red policy for the
Mission arca, including the acquisition of land for redevelopment purposes. MRA may issue
bonds with the consent of the City Counci i ing
of seven members, five of whom are appointed by the msyor with the approval of the Gty Council,
and one cach for other participating entitics. MRA is presented as a governmental fund type and
hes a Scptembes 30 year cnd.

Complete Financiul Statements for the sbove mentioned component unit may be obtained at its
administrative office at:

Mission Redevelopment Authority
/o Hawes, Hill & Calderon, LLP
2500 Tanglewilde Suite 260
Houston, Texas 77063

B. Government-wide and fund financial siatements

The government-wide financial statements (i.e. the statement of net assets and the statement of
changes in net assets) report information on all of the nonfiduciary activities of the primary
govemment and its component nits, For the most puxt, the cffect of interfund activity has been
removed from these statements. Governmental activitles, which normally are supporied by taxes
and intergovemmental revenues, are reported scparately from business-type activities, which rely
fo  significant cxtent on fees and charges for support, Likewise, the primary government is
reported scparately from certain legally scparate component units for which the primary
govemnment is finenciatly accountable.

The statement of activitics demonstrates the degree to which the dircct expenses of a given

function or seyment are offsct by program revenues. Dircer cxpenses ar thosc that arc clarly

identifiable with a specific function or segment. Program revemues include 1) charges 1o

customers or applicunts who purchasc, use, or direcily benefit from goods, se

provided by a given function or scgment and 2) grants and con ons that are restricted 10
eting the operational or capital requirements of 2 particular functin or segment

CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
Scptember 30, 2007

NOTE I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Conrinued)

Privatc-sector standards of accounting and financial seporting issucd prior 10 December 1, 1989,
generally are followed in both the govemment-wide snd proprietary fund financiel statements 1o
the-extent that those standards do not conflict with or contradict guidance of the Governmental
Accounting Standards Board. Govemments also have the option of following subsequent
private-sector guidance for their business-type a s and enterprise funds, subject 1o this
ution. The government has elected not to follow subscquent private-scetor guidance.

As a general the cifect of interfund activity has been climinated from the government-wide
financial statements. Exceptions 1o this general tule are charges between the government's water
and scwer function and various other functions of the govemment. ination of these charges
would diston the direct costs and program revenucs reporied for the various Fanctions
concerned.

Asmounts reported as program revenues include 1) chasges to customers or applicants for goods,
cges provided, 2) operating grants snd contributions, and 3) capital granis and

contributions, including speciel assessments. Intemally dedicated resources are reported as

general revenues rather than as program revenues. Likewise, general revenues include all taxes.

Proprietary fonds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses gencrally result from providing services and producing and
delivering goods in connection with a proprictary fund's principal ongoing operations. Operating
expenses for enterprise funds and intemal service funds include the cost of sales and services,

inistrative exponses, and depreciation on capital asscs. All revenues and expenses not
meeting this definition are reported as nonoperating revenves and expenses.

When both restricted and unrestricted resources are available for use, it is the government's
policy to use resiricted resources firsl, then uncestricted resources as they are needed.

D. Cash and Investments

The government’s cash and cash equivalents are considered to be cash on hand, demand deposits
and short-term investments with original maturitics of three months or less from the date of
acquisition.  Investments consist of money market investments, centificates of deposit, and U.S.
agency obligations.

Money market investmenis which are shor-term, highly liquid debt instruments including
commercial paper, bankers acceptance and U.S. Treasury and agency obligations are reported. at
amortized cost. All other investments are reported at fair value except for certificates of deposit
which are stated at cost.

The City can Jegally invest in adequately sceured investments in accardance with the Public Funds
Investment Act. In gencral, this policy allows the City to invest in certifieates of deposi
repurchase i of the ULS. G and its Agencics or instrumentalitics
and State obligations

CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
September 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Taxes and other items not properly included among program revenucs arc roported instead as
general revenues.

Scparate financial statements are provided for govesnmental funds, proprietary funds, and
fiduciary funds, even though the latter ave oxcluded from the government-wide financial
statements.  Major individual govemnmental funds and major individual enterprise funds arc
reported as scparate columns in the fund financial statements.

C. Measurement focus, basis of accounting, and financial statement presentation

The govemment-wide financial statements are reporied using the economic resources
measuremant focus and the accrual basis of accouniing, as are the proprictary fund and fiduciary
fund financial statcments. Revenues are recorded when eamed and cxpenses are recordod when
& linbility is incurred, regardless of the timing of related cash flows. Property taxcs are

as revenues in the year for which they are levied Grants and similar items are
ed as revenue as soon as all cligibility requirements imposed by the provider have been

Govemmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrnal basis of accounting. Revenucs are recognized as
500 as they are both mensurable and availuble. Revenues are considered to be available when
they are collectible within the current period or soon enough thereafier to pay lisbilities of the
curtent period. For this purpose, the govemment considers revenues 1o be available if they are
collected within 30 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, es under secrual accounting. However, debt service

i as well as tures related to sbsences and chims and
judgments, are recorded only when payment is due.

Those revenues susceptible to accrual are property taxes, franchise taxes, special assessments,
interest revenue and charges for services. Sales taxes collected and held by the intcrmediary
coilecting governments at year end on behalf of the City also are recogaized as revenue. Fines,
permits and parking meter revenues are not susceptible to accrual because gencrally they are not
measurable until received in cash.

The City reports the following fund types and related msjor governmental funds:

Genera] Fund - The General Fund is the general operating fund of the City. 11is used to account for
all financiat resources except those required 1o be accounted for in another fund.

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of speci
revenue sources (other than private purpose trusts or major cupital projecis) that are leg
resiricted {0 expenditures for specified purposes. The only specinl revenue fund reported as a
major fund is the Community Development Fund, This is used to account for the Community
Development Block Grant, a federal program

CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
September 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The Mission Economic Development Corporation (MEDC) is authorized to invest in certificatcs of
deposit, obligations of the U.S. Govemment and its agencies, or instrumentalities and sute
obligations. Investments are reported at amortized cost in the component unit, except for
certificates of deposit which are siated at cost. MEDC's bank accounts are managed by the City
and the City’s investment policies are followed,

The Mission Authority is authorized to invest in any i that are peemitted.
by swie statutes under the Public Funds Iavestment Act. During the year, MRA had no
investments.

E. Interfund Receivables/Payables

Lending/borrowing butween funds that results in amounts outstanding at the end of the fiscal year
are referred 1o as either “duc 10/from other funds" or “adv: to from other funds™, “Duc to/from
other funds” roprosents the current portion of inerfund loans. “Advances toffrom other funds™
Tepresents the non-current portion of interfund louns. With respect to the goverment-wide
financial statements, any cesidual balances outstanding between th govemmental activitics and
business-type activitics are reported as “internal halances.”

Advances between funds, reported in the fund financial sttcments, are offsel by a fund balance
reserve account in the applicable governmental funds to indicate that they axe not available for
appropriation and are not expendable available financial resources.

F. Property Taxes Receivable

Property taxes receivable recorded in the General Fund include amounts Jevied for debt service
which have been pledged irrcvocably for such purpose. Tax revenues transferred to the Debt
Service Fund are accounted for rs operating trnsfers in the fand financial statements.

G. Inventory

Inventory held by cach fund is statcd at cost (primarily first-in, first-out). Inventorics are recorded

under the consumption method. Under this method, the expenditure is initially recorded as an nsset
and subscquently cxpended upon usage.,

H. Restricted Assets

Centain proceeds of Utility Fund revenue bonds, as well as certain resources set oside for their
repayment, arc lassified as restricted assels on the balance sheet because their use d by
applicable bond covenants. The “interest and sinking fund” account is used to segregae resourcy
accumulated for debt service payments over the next twelve months. The "reserve fund" sccount
used 10 report resources set aside to make up potential fature deficiencies in the interest and sinking
fund. The “extcnsion and improvement fund” account is used 10 report resotrces se aside to meel
unexpected contingencies or to fund asset renewals and replacements.

CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
September 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Debt Service Fund - Debt Service Funds are used to account for the sccumutation of resources for,

and the payment of, genernl long-term debt principal, intercst, and related costs. The debt service
fund is reported &s a major fund.

Capitel Projects Funds - Capital Projects Funds are used to account for financial resources to be
used for the acquisition of capital assets or construction of mujor capital facilties, mot being
financed by the proprietary funds. None of the capital project funds are major.

The City reports the following proprietary fund types and related major finds:

Enterprise Funds - Enterprise Funds are used (o account for operations (a) that are financed and
operated in o manner similar 10 private business enterprises - where the intent of the goveming
body is that the costs (expenses including deprecistion) of providing goods or services to the
general public on a continuing basis be financed or recovered primarily throngh user charges; or (b)
where the governing body has decided that periodic determination of revenues eamed, expenses
i i i public poticy,

incurred, and net income is iate for capital

control, accountability, or other purposes. The City reports all of ils enterprise funds 1s major
funds.

‘The Utility Fund accounts for the provision of water and sewer services to the residents of the City
and some residents outside of the City.

The Golf Course Fund accouats for the operations and maintenance of the Shary Municipal Golf
Course.

The Solid Waste Fund accounts for the provision of garbage and brush collection for the residents
of the City.

Internul Service Funds - Internal Service Funds arc used to account for the financing of goods or
services provided by one department or agency to other departments or agencies of the City, or to
other governments, on a cost-reimbursement basis. The Group Heaith Employee Fund is used 10
sccount for health insurance premiuris collected from employees and various City departments,
Henlth insurance claims arc nlso reflected in this fund.

The City reports fiduciary fund types, in which the City sccounts for assets received and held by
the City in the capacity of trustee, agent or custodian. Expenditures are made only in accordance
with the purpose for which the asscts arc received and cannot be used (o support the City's
programs. Within this category of fund types, the private-purposc trust fund is uscd to 1cport trust
armangements under which principal and income benefit individuals, private organizations, or other
govemments not reported in other fiduciary fund types. Al resources of the fund, including any
carnings on invested resources, may be used (o support the organizution’s ativities. There is 1o
requitement that any portion of these resources be preserved as on

CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
September 30, 2007

NOTE i - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

L. Capital Assets

Capital asscts, whicl fudes property, plant, equipment and infrastructure assets (c.g., roads,
bridges, sidewalks and similar items), are reported in the applicable governmental or business-type
activities columns in the govemment-wide financial statements. Capital assets are defined by the
City as asscts with an initial, individual cost of $250 or more and an estimated useful life in excess
of one year.

All capital asscts are valued at historical cost or estimated historical cost if actual historical cost is
not available. Donated capital nssets are valued at their estimated fair value an the date donated.

Depreciation of capital ussets uscd by proprictary funds is charged & an expense against their
stutements as well as the government-wide financial statements.

provided in the fund financial statements, however it is included in the gross expense by function
in the government-wide Statement of Activities. Capital nsscis, net of accumulated depreciation,
are reported on proprictary fitnd balance sheets and in both the govemmental acti
business-type activities column of govemment-wide Statement of Net Assets. Depreciation has

en provided over the estimated uscful lives using the straight-line method. The estimated useful
es are as foltows:

Useful Lives

30 years

Fumiture and Equipment 5415 years
Vehicles 320 years
Water plant and water tower 2050 years
Water 25 years
Sewer system 20years
Infrastructure 1045 years

Y. Construction Period Interest

The Utility Fund (an enterprise fand) has capitalized interost cost during the construction period of
water and wastewater projects. The capilalized interest is recorded as part of the cost of these
projects and will be depreciated over the asscts’ estimated uscful life. The amount of interest cost
amed on investments acquired with proceeds of related borrowings.
Interest expense is not capitalized on capital assets of govemmental funds,

K. Compensated Absences

Vested or accumulated vacation leave that is expecied fo be liquidated with expendable available
financial resources is reported as an cxpenditure and a fund
will pay it. Amounts of vested or accumul vacation lcave that are not expected to be liquidated
with expendable available financial resources are reported only in the govemnmental eetivities
column of the govenment-wide financial statements. Amounts vested or sccumulated are only
seported in the govenmental funds if maturing as of year end. Vested or accumulated vacation
leave of proprictary funds is rccorded as an expense and liability of those funds as the benefits
acerue to eraployees. In secordance with the provisions of Govemmental Accounting Standards
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CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
Scptember 30, 2007
NOTE 4 - DEPOSITS AND INVESTMENTS (Continued)

d. Collateralized mortgage obligations the interest rate of which is determined by an
index that adjusts oppositc to the changes in a market index,

A reconcilement of cash and uvestments a3 shown on the Statement of Net Assets for the primary

government foliows:
Cash on hund § 5940
Carrying smount deposit 14381513
Investmeats 18,430,871
Less: Statement of Fiduciary Net Assets - investments 6318
Cash und Investments Statement of Net Asscts $_ 32812006
Cash and cash equivalents LRV TE )
Investments 10,949,846
Restricted assets 18,080,013
Lessi Acerued inferest (4966
Cash and Investments Stutement of Net Assets S 32812006

3 32812,006

B. Componcnt Units

Mission Economic Devel Carporatj

Deposits - At September 30, 2007, the carying value of Mission Economic Development
Corporation's deposits was $953,594 and the bank balance was $975,262. All deposits were fully
insurcd or collateralized.

Jnvestments ~ During the year, MEDC's investments consisted of obligations of the U.S.
Government or its Agencies and instrumentalities. MRA had no investments at September 30,
2007.

Interest Rate Risk -

‘The risk that changes in interest rates of debt investments will adversely affect the fair value of
an investment,

MEDC's investment policy limits average matusities of all
mum finol stated maturity of any investment shall not exceed five ycars. Portfolio
rsification is employed as a way to control the risk. MEDC's investment portfolio is required
10 have sufficient liquidity to meet anticipated cash flow requirements.

vestments to on year or less. The
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CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
September 30, 2007

NOTE 4 - DEPOSITS AND INVESTMENTS (Continued)

A reconcilement of cash and investments as shown on the statement of net assets for MEDC
follows:

Carying smount deposit s 953,594

Invesiments

1,959,370
Cosh and Iavestments Statement of Net Assets S 3012964

Cash and cash equivalents

erest
Cash and Investments Ststement of Net Assets

For an investment, custodial credit risk is the risk that MEDC will not be able fo recover the
value of investments or collateral securities that are in the possession of an outside party if the
countcrparty to an invesiment will not fulfill its obligation.

MEDC's investments are categorized as a level one custodial credit 7isk, meaning that its
investments are insured or registered or securities held by MEDC or its® agent in MEDC's name.

MEDC is prohibited from investing in the following types of investments:

e Ol ons whose payment represents the coupon payments on the outstanding
principal balance of the underlying mortgage-backed security collateral and pays no
principal, -

=~

Obligations whose payment teprescnts the principal stream of cash flow from the
underlying morigage-backed security collateral and bears no interest.

™

. Collateralized mortgage obligations that have a stated final marurity date of greater
than ten years.

=

. Collateralized mortgage obligations the interest rate of which is determined by an
index that adjusts opposite to the changes in a market index.

CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
Scptember 30, 2007

NOTE 4 - DEPOSITS AND INVESTMENTS (Confinued)

The following is the Interest Rate Risk using Specific Identification, ss of September 30, 2607

Maturly Period

3 Months

Investmesn Type Amonized Cogt orless 412 Months
Federat Homs Loan Bank S L0 5 202800 S -
Federal Home Loxn Bank 297,431 247437 -
Fedcral Home Losn Bark 197,872 - Hram
Freddie Discount 149.830 - 1
Freddic Discount 248,969 248969
Foderat Nath Mortgage Arsc. 198,912 -
Federsl Nat'l Morigage Assc. 195731 -
Federal Nar Monigage Assc 247,006 .
Federal Nart Mongage Assc 74369 .
Federal Nar Morigage Assc 197,574

3195370 3 794306 5 1713161

Credit Risk -
MEDC's investment policy authorizes the following pools:

Public funds investment pools in Texas ("Pools") arc cstablished under the authority of the Inter-
local Cooperation Act, Chapter 79 of the Texns Govemment Code, and are subject to the
provisions of the Public Funds Investment Act (the “Act”). Chapter 2258 of the Texas
Govemment Codc, in addition to other provisions of the Act designed to promote liqui and
safety of principal, the Act requires Poois to: 1) have an advisory bourd composed of participants
in the pool and other persons wha do not have a business relationship with the pool and arc
quelified to advise the pool; 2) maintain a continuous rating of no lower than AAA or AAA-m or
an equivalent rating by at least one nationally recognized rating scrvice; and 3) maintain the
market value of its undeslying investment portfolio within one half of one percent of the value of
its shares.

Statutes authorize MEDC 1o invest in obligations of the U.S. Treasury or the Stute of Texas,
certain U.S. agencics, cenificates of deposit, cortain municipal securitics, repurchase agreements,
and other investments specifically allowed by the Public Funds Investment Act of 1993 (Chapter
2256, Texas Govemment Code).

CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
September 30, 2007
NOTE 4 - DEPOSITS AND INVESTMENTS (Continued)

Mission Redevelopment Authority’

Deposits

Custodial Credit Risk is the risk that, in the cvent of the failurc of a depository financial
institution, & govemment will not be able to recover doposits or will not be able to rccover
collateral securities that arc in the posscssion of an outside pary. The Authority’s deposit
‘policy for custodial credit risk requires complinnce with the provisions of Texas statutes,

Texas statues require that any cash bulance in any fund shall, to the cxtent not insured by the
Federal Deposit Insurance Corporations or its successor, be continuously sceured by a valid
pledge 1o the Authority of securitics eligible under the laws of Texas to secure the funds of the
Authority, having an aggregate market value, including accrued interest, at all times equal to the
uninsured cash balance in the fund to which such securities are pledged. Al the fiscal year end,
the carrying amount of the Authority's deposits were $1,450,548 and the bank balance was
1,486,522, Of the bank balance, $100,000 was covered by federal depository insurance and
the remaining balnce was covered by collatoral held in a third-party depository in the
Authority's name.

Investments

Under Texas statute, the Authority is required to invest in funds under written investment
imarily emphasize safety of principal and fiquidity and that address invesiment
diversification, yield, maturity, and the quality and capability of invostment management, nnd
all Authority finds must be invested in accordance with the following investment objectives:
understanding the suitability of the investment to the Authority’s financial requirements, first;
n and safety of principal, second; liquidity, third; marketability of the investments if
the need arises to liquidate the investment before maturity, fourth; diversification of the
invesument portfolio, fifth; and yield, sixth. Authority’s investments must be made “with
judgment and care, under prevailing circumstances, thut a person of prudence, discretion, and
intelligence would exercise in the management of the person’s own affairs, not for speculation,
but for investment, cansidering the probable safety of capital and the probable income to be
derived.” No person many invest Authority funds without cxpress written authority from the
Board of Dircetors.

Texas statutes include specifications for and limitations applicable to the Authority and iis
authority to purchase investments as defined in the Public Funds Investment Act. Authorized
i i igations of the United States or its agencies and

(2) dircet obligati of the State of Texas or its agencics and

(3) cenain collateralized morigage obligations, (4) other abligations, the
principnl of and interest on which are uncon y guarnneed or insured by the State of
Texas or the United States or its (5) certain A rated or higher
obligations of stutes, agencics, countics, citics, and other political subdivisions of any state, (6)
bonds insured, assumed or guaranteed by the State of Isracl, (7} insured or collateratized

&9

CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
September 30,2007

NOTE 4 - DEPOSITS AND INVESTMENTS (Conthuued)
MEDC’s investment policies and types of investments are governed by the Public Funds
Investments Act (PFIA). The Corporation's management belicves that it complied with the

requirements of the PFIA and the Corporation®s Investment policies.

As of September 30, 2007, the following was the camposition of MEDC's credit rating by
investment:

Qualtty Disuibutian of Securities
With Credit Exposure a3 a Percentage of Total Investments

tnyestment Type Rating Exposure
Federal Home Losa Bank AAA

Freddic Dlscount AAA
Freddic Discount AAA

iversification is critically important to MEDC to help mitigate the risk of loss. The
following are employed terms of i i maturity scheduling, and finuncial
institutions to reduce risk of loss resulting from over concentration of assets in specific class of
investments, specific maturity, or specific issuer, as a way 10 cotrol risk.

As of September 30, 2007, the follawing was the compos

n of MEDC’s investment portfolio:

Federat Nat Mortgage Assc,
Federnl Nutl Mortgoge Assc.

Fodecal Home Loan Bank ARA

Federal Homne Loan Benk Arn

Federul Home Loan Bunk AML

Freddic Discount AAA

Freddic Diseount AM

Fedaral Nurl Mongage Assc. Aan

. Federal Nitl Monigage Assc. Aan.

- Federal Nai? Morigage Assc. Adn
Asa

Arn

0%

CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
September 30, 2007

NOTE 4 - DEPOSITS AND INVESTMENTS (Continued)

centificates of deposit, (8) certsin fully collateralized repurchase sgreements secured by
delivery, (9) certain bankers® acceptances with limitations, (10) commercial paper rated A-1 or
P-1 or higher and a maturity of 270 days or less, (11) no-load money market mutval funds and
no-foad mutual funds with limitations, (12) cortain guarantecd investment contracts (13) certain
qualified governmental investment pools and (14) a qualified securities lending program.

As of Scptember 30, 2007, the Mission Redevelopment Authority had the following investrments
and maturitics:

Manities in Years

LessThan Moce than
FairValue 1} 15 510 10
'REBT SERYICE FUND-
(Restricsed for Paymes
of Debt Service Fund)
‘Money Market Fund $ 932138 $ 932,138 - - N

Credit Risk. Credit Risk is the risk that the issuer or the counterparty to an investment will not
fulfill its obligations. At September 30, 2007, the Authority’s Moncy Market Fund investment
rating was unavailablo.

Interest Rate Risk. Interest Rate Risk is the risk that changos in interest ratcs that will adverscly
affect the fiir value of an investment. The Authority considers the investment in the Money
Market Fund to have a maturity of less then on yeas duc to the fict that shure position can usaally
e redeemed each duy at the discretion of the Authority, unless there has boen a significant change
in value.

NOTE 5 ~ INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

A. Interfund receivable and payable balances at September 30, 2007 were as follows:

Receivable Fund Paysble Fund

General Pand Non-Major Governmenta] Funds s

General Fund Urillty Fund

General Fund Community Development Fund

Utifity Fund Galf Course Fuad

Utility Fund Solid Waste Fond

Employce Health Inswrance fund  Designated Puspose Fund

Payrolt Fund Genera Fund

Payroll Fund Utility Fund

Payrolt Fund Non-Major Govemmenta! Funds 8985
s o821
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CITY OF MISSION, TEXAS
NOTES TQ FINANCIAL STATEMENTS
September 30, 2007

NOTE9 - LONG-TERM DEBT (Confinuted)

Certificates of obligation debt service requirements 1o maturity are as follows:

Governmental Business Type
Year Ending Iz] Actlvitic:

September 30, Toterest Fincipal Tnierest
2008 S 900000 5 007.486~7S  s0000 775 7250 <
2009 374,609 90,000 4,494
2010 841,883 95,000 1544
201 806,313 .- -
2012 768,060 - .
20132017 392,516 -
2018-2022 5,660,000 1,952,086 - -
20232027 4.590,000 343,720 - -
20282003 295,000 7373 . -

Total 5 19,865,000 S 9834317 3 275,000 S 13,28
Revenue Bonds

The City also issued bonds for which
sewer system accounted for in the

plodges not revenues derived from the waterworks and
ty Fund to pay debt service requirements.

Revenue bonds payable at September 30, 2007 are comprised of the following:

$579,000 1995-A Waterworks and Sewer System EDAP Junior Lien
Revenue Serial Bonds duc in annual installments ranging from $16,000
to $50,000 from April 1, 1996 through 2015; interest at 5.3% to 7.0%. $ 321,000

52,032,000 1995-B Waterworks and Sewer System SRF Junior Licn
Revenuc Serial Bonds due in annual installments ranging from $63,000
to 156,000 from April I, 1996 through 2015;interest at 4.05% to 5.35%. 1,048,000

$14,645,000 2004-A Waterworks and Sewer Systom Junior Lien Revenue
Serind Bond due in annunl ments ran; from $460,000 to
1,155,000 from September 30,2007 through 2027; interes: payments
starting October 1, 2004 at 3.15% to 5.20%. 14,185,000

$603,000 2004-B Waterworks and Sewer System Junior Lien Revenue
Serial Bond du in annual installments ranging from $18,000 to
$49,000 from Octaber 1, 2005 through 2018; intorest payments
starting October 1, 2004 at 3.93% to 5.53%. 585,000

”

CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
September 30, 2007

NOTE 9 - LONG-TERM DEBT (Continued)

Changes in Long-Term Liabilities

Long-term liability activity for the year ended Scptember 30, 2007 was follows:
Balunce at Additional Retirement  Balance m Amounts

Scplembcr30,  Obligationsond  andNet  September 30,  Due wi
2006 Net Increnses Decreases 2007

3 1
Bonds Payable:
‘Public Propeny Financing

Contrsctual Obligations  § 2,135,000 § § 595000 5 1540000 5 465,000

C icates of Obli 20,600,000 - 735,000 19,365,000 900,000
Plus lssusnce Premium 133856 - 7004 126842 .
Totel Bonds Payable  22.868.856 - 1304 2SMz 1365000

" Notes Payable 100,000 - 50,000 50,000 50,000
Capltal Lenses . 384,342 99,385 284,958 98,483
1,858,886 1,751,667 1,554,324 2,056,229 1,082,482

es $_24827242 § 2136011 §_3.040773 § 23,923,029 § 2595965

s 935000 S S S 365000 S 570000 § 325,000
360,000 - 25,000 275,000 90.000
35,050,000 BI6S000 150430 31944570 2073759

(796,695 - 32.937) (758,758) -

Plus issuance prer 141,006 N 6715 134291 .
Towl Bonds Paysble 35,689,311 B765000 2209208 42165101 2488759
Cepltal Leases 19372 - 34721 34,651 38,048
Compensated Abscnces 275136 223516 210,689 27960 237260

Business-type Act
Long-term Lisbilitics § 36,083,819 §  BSE8516 § 2534618 § 42531717 § 2,764,067

Generally, the general and special revenue funds liquidate the portion of compensated sbsences that
pertain to its own fund.

The Usitity Fund capitalized $44,362 of bond interest expense as past of various constuction
projects for the year-ended Scptember 30, 2007.

CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
September 30, 2007

NOTE 9 - LONG-TERM DEBT (Continued)

518,300,000 2006 Waterworks and Sewer System Revenue Refunding
Serial Bonds duc in anmual instaliments ranging from $630,000 1o
$1,185,000 from February 15, 2007 through 2027; interest a1 4.25% t0 5.0%. 17,425,000

§ 8,765,000 2006-A Waterworks end Sewer System Revenue Serial
Bonds due in monthly instaliments of $38,443 beginning
November 1, 2007 end every firs\ Wednesdsy of each month
through November 5, 2025; with 2 variable interest, These bonds
were issued through a special program from the Office of the Texas
Govemar called the Texas Industry Development Loan Program.
This program is administered by the Texas Smiall Busincss Industrial
Development Corporation (TSBIDC). Project sevenues from the State
of Texas program may partially or totally offset interest requirements
of the debl.

8,380,570
Total Revenus Bonds Paynble $ 41944570

Revenue bonds debt service requirements to maturity arc as follows:

Businessype
Yer Ending Activitics
September 30, Frincipal Toterest
S 20179 -7 5 1809913
2,056,873 1,691,464
2172316 1,625,904
2242316 1,536,489
2042316 1,448,669
2017 1,178,579 5,862,254
20182022 10,048,579 3,576,657

2023-2027 10,129,834 1,083,073

Total S 41944570 5 1634418

78

CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
Septermber 30, 2007

NOTE 10- COMPONENT UNIT - LONG-TERM DEBT PAVABLE
A. Mission Economic Developnient Corparation (MEDC)

Mission Economic Development Corporation (MEDC) has issued sales tax revenue bonds to
finance various construction projects lo enhance exonomic development in the Mission arce.
‘These bonds are to be repaid with sales tax rovenve,

Sales tax revenuc bonds payable at September 30, 2007 for the MEDC are comprised of the
following:

$1,415,000 (Tax-Exempt) Sales Tax Revenue Serial Bonds
Scrics 1995 due in annual installments ranging from
$30,000 to $110,000 from January 1, 1997 through 2020;
interest at 5.25% 10 6.60%. § 1,005,000

5,180,000 Subordinatc Licn Sales Tax Revenue Bonds
Series 1999 due in annual installments ranging fom
$110,000 to $345,000 from February 15, 2000 through 2024;
interust al4.15% (o 5.0%. Bonds maruring in 2010 and beyand
are subjest to being called in increments of $5,000. 4,115,000

Total $ 502

The annual requirements to retire the MEDC revenue bonds including interest are as follows:

Year Ending
Sepember30, ___Pin Interest

2008 s 215,000 s 257,042
2009 225,000 246,528
2010 235,000 235416
201 245,000 23,6
2012 210,995
20132017 833,128
2018-2022

2023.2027 s

Total  §_ 5120000 § 2426479

The following is & summary of changes in long-term debt obligations for the MEDC for the year
ended September 30, 2007:

Balance at A Retirment  Balaneeat  Amounts
September 30,  Ob andNet  September 30, Due within
2006 NetIncreases __Decrenses 2007 One Year

Sales Tax Rovenuc Bonds~ § 5,325,000 § . 5 205000 § 5,120,000 § 215,000

CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
September 30, 2007

NOTES - LONG-TERM DEBT (Continued)

Prior Year Advance Refunding:

In a previous year, the City of Mission defeased two bond issues for the Ul Fund. U.S.
Govemment, State and Local Government securities werc purchased and placed in an cscrow
account for the purpose of generting resources for all future debe service pyments of that debt.
As a result, the refunded bonds are considered to be defeased and the liebility has been
removed from the Utitity Fund and the business activitiés column of the statement of net assets,
On November 1, 2007, the 2001 Walerworks and Sewer System Revenue Bond were fully
redeemed.

At September 30, 2007 the amount of defcased debt outstanding for the 1996 Waterworks and
Sewer System Revenue Bond was $8,355,000.

Nores Payable

The City entered into 2 foan agreement to purchase land ta be donated to the Veterans Land Board
foracemetery. Note payables at September 30, 2007 consist of the following:

5250,000 Note payable to Bentsen Palm, Ltd. dated, December 27, 2002,
non-intcrest bearing, payable in four annual installments of $50,000
each commencing an the anniversary datc Bentsen Patm, Lid,
conveyed the property to the City. $ 50000

Note payable debt service requirements to maturity are as follows:

Governmental
Year Ending A
September 30, Principal Interest
2008 3 50.000 3 =
Tow s so000 5 -
79
CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
September 30, 2007

TE 10 - COMPONENT UNIT - LONG-TERM DEBT PAYABLE (Contirucd)
B. Mission Redevelopment Authority
Revenue Bonds Payable

At September 30, 2007 Mission Redevelopment Authority has issued bonds 10 pay for the costs
incurred within the tax increment Reinvestment Zone (TIRZ) improvements. These bonds will
be repaid from property taxes callected on property within TIRZ. Developers have also
indicated they have paid on behalf of the Authority approximately $1,751,700 for projects to be
reimbursed from a future bond sale. These assets have not been recorded in the Staterment of
Net Assets.

Bonds payable at September 30, 2007 for the MRA are comprised of the following:

8,610,000 Tax Increment Contract Revenue Contract Revente

Bonds due in annual installments ranging from $295,000 to $380,000

from September 1, 2006 through 2025 with interest ranging from

3.815% to 5.125%. $ 8315000

As of September 30, 2007, the debt service requirements on the bonds outstanding were as
follows:

Year Ending

Interest Total
2008 § 305000 S 403,888 5 708,888
2009 320,000 391,306 711,306
2010 330,000 377,706 707,706
2011 345,000 363,268 208,268
2012 360,000 347,244 707,744
20132017 2,080,000 1,466,893 3,546,893
20182022 2,650,000 903,251 3,553,261
20232025 1,925,000 200,644 2,125,644

3 8315000 S 4454730 12769730

Loan Payable

On Auguist 10, 2007 the Mission Redevelopment Authority exceuted a loan agrecment with the
Frost National Bank in the amount of $2,500,000. The Authority agrees to pay interest on cach
advance a1 the LIBOR rate, calculated at 65% of the London Interbank Offercd Rate plus 120
basis points. Interest puyments arc to be madc cach March 1, Junc }, Septomber 1, and
December 1. The maturity date will be the carlier of (1) August 10, 2009, (2) the date of the
issuance of bonds, or (3) 2n even of default. On August 15, 2007, the Authority received it first
advance on this foan in the amount of $250,000.
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CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
September 30, 2007

NOTE 16 - PENSION PLAN - EMERGENCY SERVICES PERSONNEL RETIREMENT
FUND (Continued)

monthly basis. The estimated cost 1o the City for this Supplomental Death Benefit for the year
ended September 30, 2007 was $36,582 and for the year ended Scptember 30, 2006 was $32,039.

Plan Descriprion

The City of Mission contributes to the Texas Emergency Services Retiremeat System (TESRS), a
cost  sharing multipte — employer defined benefit pension plan administered by the State of Texas.
TESRS provides retirement, disability and death benefits lo emergency services personnel who
serve without significant monctary remunermtion. The pension system was created by the S.B. 411,
65" Legislature, Regulax Scssion (1977). The Texss Emergency Services Refirement Systern is
considered a component unit of the State of Texas financial reporting entity and is included in the
State’s publicly available financial reports a3 a pension trust fund. That report mey be obtaincd by
ing to the Firefighter Pension Commission, Attn: Mr. Kevin Deiters, P.O. Box 12577, Austin,
Texas 78711-2577, or by calling 1-512-936-3372 or website wwiw,ffpe.state oy us/igsrsAesrs.himl.

Contributic

i were esublished by S.B. 411, 65 Legislative, Regular Session (1977).
No contributions are required by members. The goveming bodics of purticipating depariment's
members are required to contribute at lenst the minimum amount prescribed per month per cach
active meimber.

In addition to the cantributions for dues and prior services made to the Texas Emergency Services
Retirement Systern, some are required to make additional deposits. These additional deposits
are for retirees and bencficiaries that have been in the HB. 258 Texas Local  Fis ight
Ret
additional deposit was $1,200.

‘The City's total contsibutions to TESRS for the ycars ending Septermber 30, 2007, 2006, and 2005
were $5,856, $2,712, and $2,016, respectively, cqual to the contributions required undet both 8.8,
411 and H.B. 258 for cach your.

NOTE 17 - POSTRETIREMENT HEALTH CARE BENEFITS

In addition to the pension benefits deseribed in Note 15 and 16, the City provides postretirement
Bealth care benefits, in accordance with Cily statues, to all employees who retire or end their
cmployment, excluding termination, from the City on ar afier completing 20 years of service.
‘The City pays for the cost of insurance for the employce, excluding dependent coverage, for a
maximum of 24 months at the employee’s request. Ciirrently, 2 retirees meet those eligibility
sequirements.  During the year, expenditures of $14,018 were recognized for postretirement
health care.

CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
September 30, 2007
NOTE 22 - RISK MANAGEMENT (Continucd)

The following is  reconciliation of the claims lial

Health Insurance
Ctaims Liability
For the Year Ended
September 30,
2007 2006
S o227 5 130037

2113484 2,363,558
Claim payments QI8 330807

Unpaid Ciaims, end of Fiscal Yosr § 153393 5 212,788

NOTE 23 - COMPONENT UNIT TRANSACTIONS

On Septembes 12, 1994 the Mission Economic Development Corporation (MEDC) was issued u
Ceificate of Incorporation by the State of Texas as a nonprofit corporation under the
Development Corporation Act of 1979 Vemon's Ann Civ. St. Art, 5190.6 as amended by adding
See. 413,

transfer from the City of Mission to the MEDC the amount of Section 4B sales tax colleeled 1o
fuund all projeats of the MEDC 25 well as to repay the aforementioned bonds,

NOTE 24 - CONDUIT DEBT OBLIGATIONS

Mission Economic Devclopment Corporation (the "Issuer") pursuant to Texas Civil Statutes
Asticle 5190.6( the "Act"),and the Industrial Revenue Bond Program (the "Rules"), Title 10 Texas
Administrative Code Chapter 180, promulgated by the Office of the Govemor, Economic
Development and Tourism n (the "Division”) has issued the following Industrial
Development Bonds to finance various projects in the State of Texas:

Balance st
September 30, 2007
$41,750,000 Solid Waste Disposal Revenue Bonds
(Waste Management, Inc. Project) Series 2006 dated
December 1, 2006 $ 41,750,000

$24,000,000 Variable Rate Demand Solid Waste Disposal
Revenue Bonds (IESI Texas Corporation Project)
Series 2007 dated March 1, 2007 24,000,000

92

ement Act (TLFFRA) fund before merging into the S.B. 411. For the City of Mission, this

CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
Seplember 30, 2007

NOTE 18 - CONTINGENT LIABILITIES
A. Lisigation

‘The City is currently a defendant in various lawsuits. Although the City plans 1o contest the suif
it is the opinion of management and its outside attomeys that the possible outcome of the lawsuits
and an estimate of the loss, if any, cannot presently be determined.

B. Federally Assisted Grant Programs

The City participates in several Federal and Statc assisted grant programs. Althaugh the City grant
programs have been audited in accordance with the provisions of the Single Audit Act, these
programs are still subject to financial and compliance audits. The amount, if any, of cxpenditures
which may be disallowed by the grantor age cannot be determined at his time, although the
City expects such amounts, if any, 1o be immaterial.

NOTE 19 - CONSTRUCTION AND IMPROVEMENT COMMITMENTS

>.w%sawaua.gﬁ.?Q_«_i_Msﬁas_?nﬁxﬁan_ms__éﬁm.g.._nuﬁ.ﬁmsain
drainage improvements, renovation of parks, of i end
treatmenl facilitics.

S
Projear Date

Financing
Sourees

EDAP-Sewer Projects s 266653 S
Sewer Plant

Revenue fonds & Grant

Business 83 Waterllne Projects
Beatsen Palm Park Dev, Phiase 1

Operating Funids
313281 Bond Procseds

Towl § 21587259 § 1983361

NOTE 20 - OPERATING LEASE COMMITMENTS

The City leases office cquipment under operating leases. Total costs for such leases were $52,439
for the year ended September 30, 2007. The future minimum lense payments for these leases are as
follows:

September 30,
2008 s 47269
2009 35372
2010 27,005
2011 1614

Total § 111219

CITY OF MISSION, TEXAS -
NOTES TO FINANCIAL STATEMENTS
September 30, 2007

NOTE 24 - CONDUIT DEBT OBLIGATIONS (Continied)

$56,800,000 Solid Wuste Disposal Revenue Bonds
{Allied Waste North America, Inc. Project) Serics 2007 A

dated April 1,2007 56,800,000

$6,000,000 Variable Rate Demand Industriel Development

Revenue Bonds (CMI Project) Serics 2007 dated May 1, 2007 6.000.000
128,550,000

All of the bonds listed above are payabl solely fram, and scoured solely by a pledge of payments
made undes loan agreements between the bomowers and MEDC which are assigned under
separate Trust Indenturcs with various banks. The payments requircd under the Joan agreement are:
further guarantced under sither Guarnty Agreements or Imevacable Letters of Credit issued in
favor of the Trustec under the Trust Indenture,

or agency of
on, or the
purchase price of the bonds, end neither the faith and credit nor the taxing power of the State of
Texns, Mission, Texas or any other politi or agency thereof is pledged
0 the payment of the principal of, premium, if any, intercst on, or the purchuse price of the bonds.

In connection with the process which ultimately may lead to the issuance of conduit debt, MEDC
charges an application fee of $2,500 per ap n. During the year ended September 30, 2007.
MEDC reccived a net $5,000 (net of $5,000 in advisor fecs) in application fees.

After conduit debt has been issucd, MEDC charges an annual fec based upon the original par
valu of the bonds, which ranges from 2 basis points to § basis points depending on the type of
project and the rating of the bonds being issucd. For the year ended September 30, 2007, MEDC
received anet §376,516 in annual fees (net of $231,633 in advisor and local aceess fecs).

NOTE 25 - COMPLIANCE WITH REVENUE BOND COVENANTS
A, Certain Required Annual Disclosure
The bond covenants of the Utility Fund revenues bonds requirc that on an annual busis the City of
Mission make available certain disclosure related to the operation of the Utility Fund. A scparate
report containing these required disclosurcs is aveilable at City Hall.

B. Revenve Bond Coverage

Per the Revenue Bond debt covenants the City’s Utility Fund is required to maintain a 125%
coversge over the succeeding fiscal year's debt service requirement (first ien bonds); or 125% over
the grealer of the average annual debt service requirements or the succeeding fiscal year's debt
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CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
September 30, 2007

NOTE 21 - CAPITAL LEASE COMMITMENTS

The City has entered into a lease agreement s & lessee for financing the acquisition of golf carts
and mowers for the golf course owned by the City. These lease agreements qualify as capital leases
for accounting purposes and, therefore, have been recorded at the present value of their future
minimum lease payments as of the inception date. The future minimum lease obligations and the
net present value of these minimum lease payments as of September 30, 2007 as stated below,

Governmental,  Business Tyee.

Asscts:
Machinery & Equipment s 3w ERRRYCY" )
Les: Accumalsicd Depreciation 43274 (13,500

Towl §___a2261 S 13

September 30,

5008 S aasr 5 41,946
2009 14387 1,916

8,845 6339

8,885 -

P 7T -

Total minimum tease payments s 316906 < 90,230
(31.948) 5,579)

Present value of minimum lease payments §__ 250958 s 24651

NOTE 22 - RISK MANAGEMENT

The City is exposed to various risks of loss reluted 1o torts; theft of, damage to and destruction of
rrors and omissions; and natural disasters for which the City caried commercial insurance,
The City established a limited risk management program for workers' compensation and bealtl
insurance in a previous year.

Health insurance premiums are paid into the Intemal Service Fund by all other funds and are
svailable ta pay claims, claim reserves and administrative costs of the program. These intorfund
premiums are used to reduce the amount of claims expenditure reportcd in the General Fund, As
of September 30, 2007, such interfind premiums did not exceed reimbursable expenditures or
recommended rescrves.

Liabilitics arc reported when it is probable that a loss has occurred and the amount of the loss can
be reasonably cstimated. Effective December 1, 1996, the City became fully insured for workers
compensation insurance through a conventional policy. The City has retained claims processing
scrvices related to those claims ontstanding under the previous self-insurance coverage period.
These remaining clsims arc processed through the General Fund. Thereforc, the workers
compensation elaim information presented below is only for those claims remaining from the
period prior to December 1, 1996, ies include an amount for claims that have been incurred
but not reported (IBNRs).  Claim ies are calculated considering the cffects of inflation,

quency nnd amount of pay-outs and other economic wnd
s are based primarily on claims expesicnce and are reported as

quusi-external trunsactions.
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CITY OF MISSION, TEXAS
NOTES TO FINANCIAL STATEMENTS
September 30, 2007

NOTE 25 - COMPLIANCE WITH REVENUE BOND COVENANTS (Continued)

service requirements (junior lien bands). For the fiscal year ended September 30, 2007 the City's
Utility Fund met these coverage requirements.

NOTE 26 - TAX INCREMENT REINVESTMENT ZONE

On Scptember 24, 2001, the City cstablished a Tax Increment Reinvestment Zone Number One
{TIRZ) pursuant to chapter 311 of the Texas Tax Code. The zone was formed to facilitate the
provision of public works or improvements. A portion of the real property advalorem taxes Jevied
by participating taxing cntitics will be st aside for this purpose beginning with taxes levied after
January 1, 2002. The amount sct aside out of the annually adopted tax levy, is based upon the
appraised value each Januery 1* compared ta the base year appraised value of property in the zone
25 of January 1, 2001. As of September 30, 2007, the City of Mission and Hidalgo County are the
only taxing entitics participating in the Increment Zone. The City accounts for TIRZ as & Special
Revenue Fund.

‘The Gity clected, as is permitted under the Texas Tax Code, 10 transfer the total ax increment for
the year once the amount was known. However, Hidulgo County clected, s is also permitted
under the Texas Tax Code, to transfer to the Zone only the amount of the tax increment sctually
collected each year. For the current yeas the amounts transferred were $550,000 and $597,191
from the County and City respectively.

At September 30, 2007, the City received i jon that the fes initinlly established to be
designated as the arca were advalorem tnxes would be levied would have to be revisited to
determine if the correct amount of tax inérement revenue was being reccived.

NOTE 27 - TRANSACTIONS WITH MISSION REDEVELOPMENT AUTHORITY

During the year ended September 30, 2007 there were no completed projects transferred to the City

by Mission Redevelopment Authority (2 Component Unit). The Component Unit currently has

projects that are under construction and will be tumed over o the City as soon as they arc,
completed. The total amount of those projects is $4,834,121. They consist of a Fire Station &

Emergency Operations Center and other various projects. At September 30, 2007, the MRA owed

the City $1,918,061 in reimbursements for project costs incurred by the City.

NOTE 28 ~ INTEREST IN INTERNATIONAL TOLL BRIDGE

Pursuant to the Hidalgo-Mission-McAllen Interlocal Agreoment, dated April 1, 2003
the City of McAllen, Texas and the City of Mission, Texas own and will
opesate, upon completing construction of the project, the Anzalduas Intemational Crossing
(*Anzalduss Bridge") linking United States, south of the City of Mission, Texas and the

part of Reynosn, ipas, Mexico. According to that agrcement, the ownership
interest of the City of McAllen and the City of Mission arc 66 /3% and 33 1/3%, respe
agrecment also provides that complete munagemeat and control of the Anzalduas Bridge, with the
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CITY OF MISSION, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS- FEDERAL AND STATE
For the Year Ended September 30, 2007

Section I - Summary of Auditor's Resulis

Financial Statements
Type of auditor's report issued:

Internal control over financial reporting:
. Material weakness(es) identified?

. Significant deficiencies identified that are
not considered to be material weaknesses?
reported

Noncompliance material to financial statements noted?
Federal Awards
Internal control over major programs:
. Material weakness(es) identified?
. Significant deficiencies identified that are
not considered to be material weaknesses?

reported

Type of auditor's report issued on compliance
for major programs:

Any audit findings disclosed that are required
to be reported in accordance with section
510(a) of Circular A-1337
Identification of major programs:

CFDA Number(s)

14.218
97.083

Dollar threshold used to distinguish
between type A and type B programs:

Auditee qualified as low-risk auditee?

203

Unqualified
yes X _no
yes _X_ none

yes _X_ ﬁo

—yes _X__no

—_yes _X_none
Unqualified
—yes X no

Name of Federal Program or Cluster

Community Development Block Grant
SAFER Grant

$ 300,000

X__yes no




CITY OF MISSION

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - FEDERAL AND STATE

_ (CONTINUED)
For the Year Ended September 30, 2007

State Awards
Internal control over major programs:
. Material weakness(es) identified?

. Significant deficiency identified that are
not considered to be material weaknesses?

Type of auditor's report issued on compliance
for major programs:

Any audit findings disclosed that are required
to be reported in accordance with section
510(a) of State Single Audit Circular?
Identification of major programs:

Identifying Number(s

None

Dollar threshold used to distinguish
between type A and type B programs:

Auditee qualified as low-risk auditee?

204

yes _X_ none reported

Unqualified

yes __X_no

‘ yes _X_no

Name of State Program or Cluster

Texas Parks and Wildlife Department

$ 300,000

_X_yes

N et
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Utilities & Districts Section T o
Water Permits & Resource Management Division @ o
Texas Commission on Environmental Quality : @ -
12100 Park 35 Circle o 2 ‘g/
Building F, Room 31050 8, <~:,4 0 /? Zf;@
Austin, Texas 78711-3087 [’,? ("‘@ @
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RE: Texas Water Code § 13.248 Agreement between the La Joya’SW ter (s ply
Corporation (CCN Nos. 10559 and 20785) and the City of MlSSlOl’l

11537 and 20768).

Deg.r Ms. Benter:

Please find enclosed four copies of the October 25, 2007 Transfer Retail Water and
Sewer Utility Service Area Agreement (“October 2007 Agreement”) between La Joya Water
Supply Corporation (La Joya WSC) and the City of Mission (Mission) concerning water and
sewer service territory in Hidalgo County, Texas. Also, please find four copies of the map
identifying the areas to be transferred and four CDs with the electronic data that is used to create

the map.

The Agreement designates territory between Mission, which holds Water Certificate of
Convenience and Necessity (CCN) Nos. 11537 and 20768, and La Joya WSC, which holds
Water CCN No. 10559 and 20785. The March 9, 2007 Agreement provides for the transfer of

territory identified on the attached map.

In accordance with 30 TEX. ADMIN. COoDE § 291.117, La Joya WSC and Mission
respectfully request that the October 2007 Agreement between them be noticed for and set on
Texas Commission on Environmental Quality agenda so that the October 2007 Agreement may

be considered and incorporated into the appropriate areas of public convenience and necessity; as
set forth in Texas Water Code § 13.248.




Tammy Benter
November 29, 2007
Page 2

As required by Texas Water Code § 5.701, please find enclosed a $100 filing fee. If you have
any questions or comments, please do not hesitate to call me at 512-472-8021. Thank you for
your attention to this matter.

" Sincgrely, \

Emily W. Rogers
Attorney for the Receiver of
. La Joya Water Supply Corporation

EWR/mmr
Enclosures

ce. Pablo Vela, Receiver for La Joya WSC
Frank Flores, General Manager for La Joya WSC
Norberto Salinas, Mayor for the City of Mission
Ricardo Perez, Representative for the City of Mission
Leonel Bazan, Property Owner of Property to be Decertified
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AGREEMENT DESIGNATING RETAIL o>

WATER SERVICE TERRITORY =e

o = 3

STATE OF TEXAS § =

$ £

COUNTY OF HIDALGO § . =
. AL

THIS AGREEMENT Designating Retail Water Sexvice Tertitory is made and executed by and
between the La Joya Water Supply Corporation (hereinafter “La Joya WSC”), and the City of Mission,
Texas (heteinafter “Mission”). La Joya WSC and Mission may be collectively referred to hetein as the
“Parties.” -

RECITALS

WHEREAS, La Joya WSC is a Texas non-profit water supply corporétion which holds water
Cettificate of Convenience and Necessity (“CCN) No. 10559 (“La Joya WSC’s Water CCN™);

WHEREAS, Mission is a Texas municipal corporation which holds water CCN No. 11537;

WHEREAS, Mt. Pablo Vela, Jt. was appointed Temporary Receivet of the assets and business
of La Joya WSC by order of the District Court of Hidalgo County, Texas on August 31, 2005 in State of

Tescas v. La Joya Water Supply Corporation, Cause No. C-848-05-1; and

WHEREAS, the Receiver for La Joya WSC has reached a settlement agreement in Daniec &
Bazan v. La Joya WSC, Cause No. C-1943-05-D, 206t District Court, Hidalgo Couaty, Texas, with
Leonel Bazan, which provides that La Joya WSC will decertify the portion of a 10 acre tract of land

-owned by Mt. Bazan within La Joya WSC’s CCNs so that it may be cettificated for water by the City of

Mission.

WHEREAS, Mission desires to certificate the 10 acre tract of land owned by Mr. Bazan so that .

it tmay provide water service to the 10 acre tract; and

NOW, THEREFORE, for and in consideration of the foregoing mutual benefits, covenants,
and agreements herein expressed and other good and valuable consideration, the receipt of which is
hereby acknowledged, La Joya WSC and Mission agree as follows:

TERMS OF AGREEMENT

IN CONSIDERATION of the mutual promises and covenants contained in this Agreement,
including the recitals set forth above, and other good and valuable consideration, the receipt of which
is hereby acknowledged, by their representatives affixing signatures below, La Joya WSC and

Mission agree as follows:

(1)  Transfer Area. LaJoya WSC hereby agrees to decertify the portion of its water utility

service area identified as the cross-hatched area on the attached map, attached hereto and
incorporated herein for all purposes as Exhibit A, and transfer the territory identified on Exhibit A to
the City of Mission. The water utility service area to be transferred from La Joya WSC to Mission is

specifically identified, and designated herein as the “Transfer Area.”

Agreement Designating Retail Page 1 of 3
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(2)  Transfer to Mission. La Joya WSC and Mission agree that, after the Transfer
Effective Date, Mission shall have the sole right to provide retail water service within the Transfer
Area, and La Joya WSC will have no further obligation or right to provide retail water service to any
future customers in the Transfer Area.

(3)  Customers and Facilities in the Transfer Area. As of the Effective Date of this
Agreement, there are no La Joya WSC customers or any facilities, waterlines, or related equipment in
the Transfer Area. No facilities or customers will be u'ansferred from La Joya WSC to the City of
Mission under this Agreement.

(4)  Transfer and Amendment of CCNs. La Joya WSC will file this agreement with the
Texas Commission on Environmental Quality (“TCEQ”) to formally transfer the Transfer Area from
La Joya’s CCN to Mission’s CCN and request that this Agreement be incorporated into the
respective CCNs of Mission and La Joya WSC pursuant to Texas Water Code § 13.248. La Joya
WSC and Mission shall endeavor to obtain TCEQ approval of the CCN transfers contemplated
herein in an expeditious manner and will support and cooperate with each other and the TCEQ to
accomplish this goal.

(5)  Effective Dates. This Agreement is effective and enforceable as between La Joya
WSC and Mission following execution by both parties.

(6)  Section 13.248. This Agreement shall be construed and interpreted in accordance
with Section 13.248 of the Texas Water Code.

(7)  Sewer Service to Transfer Territory. La Joya WSC agrees not to apply for a sewer
CCN for the Transfer Area or to provide sewer service to the Transfer Area if the Transfer Area is
certificated to the City of Mission for the provision of water service.

MISCELLANEOUS

(1)  Applicable Texas Law. This Agreement shall be governed by and construed and
enforced under the laws of the State of Texas.

(2)  Performance. The obligations and undertakings of each of the parties to this
Agreement shall be performed in Hidalgo County, Texas. Except for matters within the jurisdiction
of the TCEQ (or its successor), the parties expressly agree that all judicial proceedings to enforce any
of the provisions of this Agreement shall take place in Hidalgo County, Texas. _

(3)  Entire Agreement. This Agreement contains the entire agreement of La Joya WSC
and Mission with respect to the subject matter of the Agreement. No Agreement, statement, or
promise made by any party or to any employee, agent, or officer of any party, that is not contained in
this Agreement shall be valid, binding, or of any force or effect. Any amendments to this Agreement
must be in writing and signed by the party or parties to be charged. This Agreement supersedes and
replaces the October 2007 agreement transferring the same area. .

(4)  Successors and Assigns. This Agreement shall be binding upon the parties hereto and
their respective successors, heirs, representatives, and assigns.

Agreement Designating Retail : Page20f3
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(5)  AgreementDrafied Equally. This Agreement shall be deemed drafted equally by the
Parties hereto. The language of all parts of this Agreement shall be construed as a whole according
10 its fair meaning, and any presumption or principle that the language herein is to be construed
against either Party shall not apply.

(6)  Severability. Should any provision of this Agreement be declared void by a court of
competent jurisdiction, the remaining provisions of this Agreement shall remain in full force and
effect.

(7)  Attorney’s Fees. Inthe event of any suit or other adjudication between the Parties to
enforce any claim arising out of this Agreement, or to interpret the terms of this Agreement, the
prevailing Party shall be entitled to recover its fees, damages, costs, attorneys’ fees, and such other
and further relief from the non-prevailing Party, general or special, at law or in equity, to which the
prevailing Party may show itself justly entitled as provided by Texas Local Government Code § -
271.159.

(8)  Covenant of Authority. The respective signatories to this Agreement covenant that
they are fully authorized to sign this Agreement on behalf of their respective party.

IN WITNESS WHEREOF, EXECUTED by the Receiver of La Joya WSC and the City of
Mission under the authority of their respective governing bodies in Duplicate Originals on the dates
indicated below.

LA JOYA WSC

Ll &
Pablo Vela, Jr.
Date: __2/9 /08

BY:

Géneral Managesof L4 Joya WSC

" CI ’ -
L0 bert Salimas , Mayor

Date _ Tdnuary 59,5008
AHESTZ /ﬁ; e,
o
4

‘ . AT

i
City Secretary of the City of Missio

=

SR
e/

f
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City of Mission / La Joya Water Supply Corporation 13.248 Agreement
Portion of Water Service Areas
Application No. 35910-C (Contract Service Agreement from City of Mission, CCN No. 11537
to Transfer a Portion of CCN No. 10559 from La Joya WSC)
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Map by S. Jaster 5/29/2008
Data path: c:\gis\projects\shpsforapplications\35910-c.shp

Project path: c:\gis\projects\applications\35910-c.apr
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2008 8:59aM  CITY OF MISSION - Vo689

MAP CONSENT FORM

Applicant=s Name: City of Mission/La Joya Water Supply Corporation 13.248

Agreement
Application No.:  35910-C

B/ I concur. with the map created 5/29/2008 as a result of the above mentioned
application. :

C I do not concur with the map created 5/29/2008 and intend to respond by letter
dated

[ am authorize I Mission to sign this form.

Printed Name! ) %kla ﬂg,zaéz
Relationship to Applicant: _ /) ;! fé /l{ rr s

~ 77 /
Date signed: 4//30’/09

Mail to or fax to:
Lisa V. Fuentes
Utilities & Districts Section, MC 133
Water Supply Division
Texas Commission on Environmental Quality

P.O. Box 13087

Austin, TX 78711-3087

Fax (512) 239-6972




' MAP CONSENT FORM

Applicant=s Name: City of Mission/La Joya Water Supply Corporation 13.248

Agreement
Application No.:  35910-C

l}’/ I concur with the map created 5/29/2008 as a result of the above mentioned

“application.

I do not concur with the map created 5/29/2008 and intend to respond by letter

dated

I am authorized by the La Joya Water Supply Corporation to sign this form. -

Signature: (})\M S Btﬁlmt\ 5(}%
S—H

Printed Name: Em P CASNC O E! ove S

Relationship to Applicant: (2 2 eyl M pNA Ger

¢ i ReceluershP
Date signed: ‘6———9,.,- 9_00? L= wsc celuwerlh

Mail to or fax to:
Lisa V. Fuentes
Utilities & Districts Section, MC 153

Water Supply Division

Texas Commission on Environmental Quality

P.O. Box 13087
Austin, TX 78711-3087
Fax (512) 239-6972
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Texas Commission on Environmental Quality

INTEROFFICE MEMORANDUM

To: Deanna Avalos ” Date: , 2009
Office of the Chief Clerk

From: Amy Vargas
Administrative Support

Water Supply Division

Subject: Texas Water Code, §13.248 Application Approved by Commissioner’s,
Certificates to be Mailed

City of Mission, CCN: 11537, CN: 600520852, RN: 101398188
La Joya Water Supply Coporation, CCN 10559, CN: 601495468; RN: 103908471

Application Number 35910-C,

The item listed above was approved by the Commissioners on , 2009.
Please present the certificates to Deanna Avalos for mailing.

Contact Name: Lisa Fuentes

Date Stamp This Page Only




Texas Commission On
Environmental Quality

By These Presents Be It Known To All That
City of Mission

having duly applied for certification to provide water utility service for the convenience
and necessity of the public, and it having been determined by this commission that the
public convenience and necessity would in fact be advanced by the provision of such
service by this Applicant, is entitled to and is hereby granted this

Certificate of Convenience and Necessity No. 11537

to provide continuous and adequate water utility service to that service area or those
service areas in Hidalgo County as by final Order or Orders duly entered by this
Commission, which Order or Orders resulting from Application No. 35910-C are on file
at the Commission offices in Austin, Texas; and are matters of official record available
for public inspection; and be it known further that these presents do evidence the
authority and the duty of City of Mission to provide such utility service in accordance
with the laws of this State and Rules of this Commission, subject only to any power and
responsibility of this Commission to revoke or amend this Certificate in whole or in part
upon a subsequent showing that the public convenience and necessity would be better
served thereby.

Issued at Austin, Texas, this

For the Commission




Texas Commission On
Environmental Quality

By These Presents Be It Known To All That

La Joya Water Supply Corporation

having duly applied for certification to provide water utility service for the convenience
and necessity of the public, and it having been determined by this commission that the
public convenience and necessity would in fact be advanced by the provision of such
service by this Applicant, is entitled to and is hereby granted this

Certificate of Convenience and Necessity No. 10559

to provide continuous and adequate water utility service to that service area or those
service areas in Hidalgo County as by final Order or Orders duly entered by this
Commission, which Order or Orders resulting from Application No. 35910-C are on file
at the Commission offices in Austin, Texas; and are matters of official record available
for public inspection; and be it known further that these presents do evidence the
authority and the duty of La Joya Water Supply Corporation to provide such utility
service in accordance with the laws of this State and Rules of this Commission, subject
only to any power and responsibility of this Commission to revoke or amend this
Certificate in whole or in part upon a subsequent showing that the public convenience
and necessity would be better served thereby.

Issued at Austin, Texas, this

For the Commission




AN ORDER approving an agreement designating service areas between
La Joya Water Supply Corporation and the City of Mission
pursuant to section 13.248 of the Texas Water Code; TCEQ
Docket No. 2008-1062-UCR.

A request for a Commission order approving a contract designating service areas between
La Joya Water Supply Corporation (WSC),1 Certificate of Convenience and Necessity (CCN)
No. 10559, and the City of Mission (City), CCN No. 11537, in Hidalgo County, Texas, was
presented to the Texas Commission on Environmental Quality (Commission) for approval
pursuant to section 13.248 of the Texas Water Code and title 30, section 291.117 of the Texas
Administrative Code.

The parties entered into an agreement dated February 9, 2008, under which La Joya WSC
will transfer a portion of CCN No. 10559 to the City, thereby incorporating the area into the
City’s CCN area. The agreement is attached to this order. There are currently no customers or
facilities in the area to be transferred.

Contracts between retail public utilities that designate areas to be served and customers to
be served by those retail public utilities, when approved by the Commission after public notice
and hearing, are valid and enforceable and are incorporated into the appropriate areas of public
convenience and necessity. TEXAS WATER CODE § 13.248.

The Executive Director of the Commission mailed notice of the hearing date on which

the Commission was to consider the request to La Joya WSC and the City.

! Per section 7201.002(c) of the Special District Local Laws Code, La Joya WSC has been dissolved since it filed its
request and succeeded by Agua Special Utility District.

Page 1 of 3




La Joya WSC and the City have reviewed the CCN map attached to this order and have

approved it.

The Commission held a hearing on the request at its March 11, 2009, Agenda meeting

and found the request has merit.

The City is capable of rendering continuous and adequate water service to the area

covered by the agreement. The transfer of La Joya WSC’s authority to provide service in the

affected area, which results in the City as the sole service provider remaining in the area, is

necessary for the service, accommodation, convenience, or safety of the public.

NOW, THEREFORE, BE IT ORDERED BY THE TEXAS COMMISSION ON

ENVIRONMENTAL QUALITY that:

1.

The agreement addressing the transfer of a portion of La Joya WSC’s CCN No. 10559

- and designating that retail water service shall be provided by the City, CCN No. 11537,

in that area is hereby approved.

CCN No. 11537, held by the City, and CCN No. 10559, held by La Joya WSC, in
Hidalgo County are hereby amended in accordance with the agreement. The transferred
area is approximately 5.39 acres.

The Executive Director is directed to redraw the City’s CCN No. 11537 and La Joya
WSC’s CCN No. 10559 as provided in the agreement and as set forth on the map
attached to this order and to amend the Commission’s official water service area map for
Hidalgo County, Texas.

The Chief Clerk of the Texas Commission on Environmental Quality shall forward a

copy of this order and the attached map to the parties.

Page 2 of 3




If any provision, sentence, clause, or phrase of this order is for any reason held to be
invalid, the invalidity of any portion shall not affect the validity of the remaining portions
of the order.

Issue Date:

TEXAS COMMISSION ON
ENVIRONMENTAL QUALITY

For the Commission

Page 3 of 3




CERTIFICATE OF SERVICE

I certify that on February 20, 2009, a copy of the foregoing document was sent by first
class, agency mail, electronic mail, and/or facsimile to the persons on the attached Mailing List.

{\: i &
L/;leit}\ﬁﬁvWLc K}_HC@(’M/L\

Stefanie §kogen, Staff A‘Qomey
Environmental Law Division

Mailing List
La Joya WSC and City of Mission
TCEQ Docket No. 2008-1062-UCR

CITY OF MISSION:
Julio Cerda

City of Mission

1201 East 8th Street
Mission, Texas 78572
Phone: (956) 580-8662
Fax: (956) 580-8768

REPRESENTING LA JOYA WSC:
Emily Rogers

Bickerstaff Heath Delgado Acosta LLP
816 Congress Avenue, Suite 1700
Austin, Texas 78701

Phone: (512) 472-8021

Fax: (512) 320-5638

REPRESENTING THE OFFICE OF

OFFICE OF THE CHIEF CLERK:

LaDonna Castafiuela

Texas Commission on Environmental Quality
Office of the Chief Clerk, MC-105

P.O. Box 13087

Austin, Texas 78711-3087

Phone: (512) 239-3300

Fax: (512) 239-3311

PUBLIC INTEREST COUNSEL:

Blas J. Coy, Jr.
Texas Commission on Environmental Quality

Office of Public Interest Counsel, MC-103
P. O. Box 13087

Austin, Texas 78711-3087

Phone: (512) 239-6363

Fax: (512) 239-6377
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