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McAllen, Texas 78505

We are pleased to present the Official Budget for the City of McAllen for fiscal year ending September 30, 2025, which
was adopted on September 23, 2024. Copies are available for inspection at the City Secretary’s Office, the McAllen
Public Library, the Hidalgo County Clerk’s Office as well as the City's web site, www.mcallen.net.

The Fiscal Year 2025 Adopted Consolidated Annual Budget, comprised of all funds excluding transfers, totals $652
million. The General Fund is $153 million in total operations expense, a 4% increase over the prior year operating
expenses. The budget is balanced and reduces the City's property tax rate by $0.007296 per $100 valuation.

GUIDELINES FOR DEVELOPING THIS YEAR'S BUDGET

The budget has been developed consistent with the City’s Mission Statement: “Dedicated to consistently providing
high quality services and quality of life to all who live, work and visit the City of McAllen.” The budget complements the
Strategic Business Plan and will be implemented by City staff according to our Core Values - Integrity, Accountability
and Commitment.

The budget process and resulting official document reflect the “Recommended Budget Practices” of the National
Advisory Council on State and Local Government Budgeting (NACSLGB), which include a written Strategic Plan as a
foundation, with linkages to departmental goals as an integral part of the budget process. It also calls for providing
performance measurements to enable evaluation of the extent to which the City services perform.

LOCATION AND ECONOMY

The City’s history and location have shaped its unique economy. Incorporated in 1911 and the largest city in Hidalgo
County, it is located at the intersection of U. S. Highway 83 and State Highway 336—approximately 230 miles south of
San Antonio, 150 miles northeast of Monterrey, Nuevo Leon, Mexico, and just 7 miles north of Reynosa, Tamaulipas,
Mexico. Within a 150-mile radius of McAllen, its trade area represents almost 10 million people. According to the
2020 census, McAllen's estimated population was 142,210.

Trade with Mexico, including the impact of the Renegotiated North American Free Trade Agreement (NAFTA) now
known as the new United States-Mexico-Canada Agreement (USMCA), has also played a major role in increasing
economic activity, including employment for the City as well as the State of Texas. During 2023, Texas exported
$129 billion to Mexico and imported $142 billion from Mexico making it our number one trading partner. As USMCA
continues to mature, the City of McAllen’s international toll bridges connecting Hidalgo, Texas with Reynosa,
Tamaulipas as well as Anzalduas connecting Mission, Texas to Reynosa, Tamaulipas will continue to facilitate trade
between Mexico and the United States.
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Local vs. National economic trends

The City's economy has maintained an excellent financial position and has seen modest consumer spending growth.
Nationally, calendar year 2024 has been marked by higher prices and borrowing costs leading to more modest
consumer spending and higher consumer debt. The City’s economy has historically been linked to that of Northern
Mexico and its shoppers, but this has been shifting over the past decade to one with higher average wages centered
around the rapid expansion of both the medical service and education sectors. The City’s many construction projects
were noted by a rating agency as a major reason for continued economic stability. These projects will continue for
some years into the future. Nationally, single family homes have been impacted by high mortgage rates. Locally,
this has translated into an increase of active listings and months of inventory leading to a modest increase in Median
House prices. Local industry continues to attract foreign investment via the economic phenomenon of “nearshoring.”
Nearshoring is when American or foreign companies strategically set up their operations closer to the end market, in
this case the U.S.A. market, and benefit from efficiencies due to proximity. This includes supply chain opportunities
for industrial, logistics, manufacturing, aerospace, and automotive technology.

Metro area Employment Trends, McAllen differential

According to the Texas Workforce Commission, over the last 10 years the McAllen-Edinburg-Mission Metro
Employment has grown from 302,287in 2014 to 361,050 in 2024—a 19% increase. The City of McAllen's Employment
has grown from 58,947 in 2014 to 69,343 in 2024—a 18% increase. The Metro’s Unemployment Rate is now 6.1%
vs a City of McAllen Rate of 4.7%.

McAllen’s important retail sector

Despite high prices, Fiscal Year 2023-2024 saw strong demand in the Retail Sector. With tighter budgets, households
made less trips to the store but left the store with bigger baskets after shopping for longer periods of time, leading
to higher sales. Retail businesses demonstrated sustainable growth reaching record sales tax revenue during the
winter months with local and international shoppers visiting brick and mortar stores for holiday season shopping.

During this time, discount value stores, essential goods, home improvement, and other cost-conscious options saw a
lift from consumers looking to get the most out of their dollar. The fitness and wellness category, increasingly treated
as an essential option, has seen growth by health-conscious consumers. The battle for discretionary spending, or the
power in spending for non-essential items, is strong with domestic travel, hotel vacation packages, and international
travel competing for consumer attention. For the retail sector, this means that consumers are wanting to participate
in immersive experiences, a trend known as “experiential” retail or “retailtainment.” The idea is that if you capture
the consumers time and attention, then you will also capture wallet share.

Total Sales Tax - McAllen
Comparison last Five Fiscal Years
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$100,000,000 $96,223,067

$93,594,002
$90,000,000 $89,962,552

$78,761,186

$80,000,000
$70,000,000 $66,297,144

$60,000,000

$50,000,000
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McAllen Tax Rate; Overall Impact on Citizens’ Ad Valorem Taxes

In Tax Year 2024, the city reduced its property tax rate to $0.449989 per $100 of valuation. This is a savings for
taxpayers helping boost household balance sheets. For property owners, the home is not only hearth and shelter
but also typically their biggest asset. Housing across the United States has seen high mortgage rates, elevated
home prices, and constrained inventory. Even with increased prices locally, McAllen remains an attractive place to
reside offering a high quality of life, but with costs of living much more affordable than other metros in Texas and
the rest of the nation.

McAllen's Share of Property Tax Bill
S I S
flbl H‘

THIS NOTE IS LI
FOR ALL DEBTS, PUB

Hidalgo Dr. Dist #1 McAllen ISD Hidalgo STC So. TXISD | City of McAllen
$0.1123 $0.9966 County $0.1620 $0.0492 $0.4499
$0.5750
Overall revenues

In addition to the Sales Tax and Property Tax revenues, the City will continue to utilize dedicated revenue for specific
purpose. Details of this revenues are listed in the Executive Summary section on pages 17-20.

CURRENT YEAR ISSUES

This year, we are anticipating that General Fund revenues will increase by 3% over last year's adjusted budget. When
compared to the preceding FY 22-23, revenues increased by 3.74%. Transfers-in are budgeted to decrease by -2%
due to a one-time transfer from the Property and Casualty Fund.

In this year's budget, expenditures were increased by $6M or 4% over last year's adjusted budget. This increase in
expenditures was adopted while taking into consideration the anticipated revenue increases and maintaining a
healthy fund balance. Refer to pages 17-32 of the Executive Summary for additional information.

During the budget process, several issues were raised:

Personnel-Related Issues
Employee Pay Raises and Longevity Pay

This year’s budget provides a 3.5% increase in Cost-of-Living Adjustment and includes Longevity Pay to eligible full-
time, regular, non-civil service employees based on an employee’s length of service.

Living Wage Issue

In addition to the City funding skilled-job training to promote higher paying jobs, it has taken the lead in setting an
example by raising the City minimum wage rate for full-time as well as part-time employees to $13.5959 per hour.

City Retirement Plan (TMRS) Funding

The City’s contribution rate for the City of McAllen for calendar year 2024 and 2025 was 8.61% and 8.39%, respectively
for a blended rate for the fiscal year 2024-25 of 8.45%. The plan is almost fully funded with a funded ratio of 94.8%.
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Health Insurance

This year, the City’s cost of providing health insurance is budgeted an increase from last year's adjusted budget level.
The total amount budgeted for claims is $15M.

Debt Discussion

The City has an outstanding debt balance of $60M in General Obligation and Combination of Tax and Revenue
Certificate of Obligations. Furthermore, the City issued $38M General Obligation Refunding Bonds, Taxable Series
2021 to lower the overall debt service requirements of the City.

The Development Corporation of McAllen, Inc. issued $4,400,000 in Sales Tax Revenue Refunding Bonds, Taxable
Series 2021. Proceeds from the sale of the Bonds were used to refund certain obligations of the Corporation.

In addition, the City has $121M outstanding in Revenue Bonds in the Waterworks and Wastewater System. This
amount includes McAllen Public Utility undertaking various water projects including the electrical generator at the
South Water Treatment Plant and City-wide implementation of an Advanced Metering Infrastructure platform to
replace all existing, manually read water meters. Appropriations include improvements to the electrical system at
the North Wastewater Treatment Plant.

The other Revenue Bonds the City has outstanding are the Airport and Anzalduas bonds which were used for the
Airport Expansion and the construction of the Anzalduas International Crossing Bridge.

Furthermore, the City borrowed $63 million for the Anzalduas Land Port of Entry Expansion Project for the construction
of commercial vehicle crossings for the southbound and northbound inspection facilities at the Anzalduas Bridge.
This was financed by the North American Development Bank (NADBank).

A detail listing of the individual bonded indebtedness is provided in pages 214-228.

Impact of Capital Inprovement Projects on Operations & Maintenance Expenditures

As a part of the approval process for capital improvement projects, management considered the impact on
operation and maintenance expenditures. Major projects for which funding was provided through the issuance
of bonds generally has a ten-year financial plan prepared in conjunction with the presentation to the credit rating
agencies. The more significant improvements included in the Capital Improvement Fund and the Infrastructure
and Improvement Fund have been evaluated for their impact, as presented on pages 233-234 and page 239. This
year such improvements will have a significant impact in operating and maintenance expenditures in the amount
of $2.4M in the General Fund.

THE FY 2024-25 BUDGET — AS A WHOLE

Overall Budget Basis of Accounting

The budget basis that the City has adopted by past practice is the modified accrual basis for all governmental fund
types. The accrual basis has been adopted for the proprietary fund types, with some modifications; principally the
inclusion of debt principal payments and capital outlay as expenses and not making provision for depreciation
expense. This budget has been prepared in accordance with this legal basis of accounting.

The City's overall budgeted resources to be generated this year aggregate $590M. Of that amount, transfers-
in account for $77M with the balance of $512M related to revenues. Total appropriation of $652M and $77M
of transfers-out are budgeted with $27M for debt, leaving $625M in expenditures. Almost 49% of the budgeted
expenditures are for Capital Outlay / Capital Projects. City fund balances and/or working capital as of September
30, 2025, are estimated to total to $273M—a $26M net increase due to additional revenue on Taxes, as well as
undertaking more capital projects. A detailed financial analysis of this year's budget appears in the Executive
Summary, following this message.
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LONG-TERM CONCERNS AND ISSUES

Growth

McAllen's rapid growth has been accompanied by economic prosperity, but rapid growth presents its own challenges.
Citizen surveys have indicated that alleviating traffic congestion, maintenance of streets, and an adequate drainage
system are of primary concern to residents. Over the years, the City has completed Bond projects focused on
infrastructure that matches growth in order to alleviate these top priority concerns.

Quality of Life Issues

Over time the City has developed from a small-to-medium sized city toward a larger city status, which has brought
about an increased emphasis on quality-of-life issues. In 2022’s Citizen Survey, McAllen was ranked very high by its
citizens for quality of life. On July 11, 2024, the City officially launched the “McAllen Shines” citywide beautification
and civic pride campaign. This initiative encourages everyone to “do the right thing” by targeting a culture shift in
environmental sustainability by educating youth, businesses, and community on the importance of litter abatement,
beautification, and resident ownership efforts. On July 29, 2024, Metro McAllen officially launched four new routes
and updated eight of its existing routes to the public transit system.

Economic Development

As has been noted, the City's economic progress over the last 10-15 years has been truly remarkable by almost any
standard, including growth in taxable values, job growth, and personal/family income. In May 2023, the City adopted
“Envision McAllen 2040," winner of 2023 Best Comprehensive Plan Award from the Texas Chapter of the American
Planning Association, a master plan that will guide business, residential, and economic development into 2040.
In Fiscal Year 2024-2025, work will continue on a proposed adoption of a Unified Development Code (UDC) and a
subsequent Citywide Rezoning that will be crucial to continue quality development in McAllen.

Financing Capital Costs

On May 5, 2018, City of McAllen voters approved a bond proposition for $22 million for drainage improvements.
Over the next five years, the City of McAllen will embark on an impressive schedule to complete 23 projects. In
addition, the citizens approved another bond proposition for $3 million for traffic control improvements. In 2022, the
City of McAllen issued bonds for $63 million for the Anzalduas Land Port of Entry Expansion Project. Prior to these
recent projects, a significant amount of capital projects has been financed on a pay-as-you-go basis using surpluses
generated by the General Fund as well as monies funded by State and Federal Grants. As of FYE 2024, all 2018 Bond
projects for Traffic are complete. There are several projects pending for drainage to be completed.

Balancing Demands for Service vs. the Tax Rate

As the City considers all of the requests for additional facilities and services, it must view them in relation to a
balanced property tax rate—at a level that is supported by citizens and taxpayers. Texas Senate Bill 2 (S.B2) passed
by Texas Legislature in 2019 will limit cities ability to increase property tax rates beyond 3.5% annually without holding
an election to approve a larger increase.

While all these issues are indeed challenges that must be addressed, they are indicative of a city on the grow and
are considered favorable.

DISTINGUISHED BUDGET AWARD

The Government Finance Officers Association of the United States and Canada (GFOA) presented a Distinguished
Budget Presentation Award to the City of McAllen, Texas for its annual budget for the fiscal year beginning October
1,2023. To receive this award, a governmental unit must publish a budget document that meets program criteria as
a policy document, as an operations guide, as a financial plan, and as a communications device.

This award is valid for a period of one year only. We believe our current budget continues to conform to program
requirements, and we are submitting it to GFOA to determine its eligibility for another award.
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SUMMARY

We believe that this Budget is realistic, attainable, and cost-effectively meets not only the existing level of services
which elected leaders have directed City staff to provide and which our citizens have come to expect, but also
addresses the issues that arose during the budget process. Revenue performance and budgeted operating and
capital expenditures will be continually monitored with reports provided to the City Commission, the Public Utility
Board of Trustees and management on a regular basis.

Immediately following is an Executive Summary which includes a detailed discussion of the budget by individual
funds. We recommend that you read it in conjunction with this message as well as the financial schedules which
follow.

In closing, | want to thank Mark Vega, PE., MPU General Manager, Angie Rodriguez, Budget Director, Sonia Resendez,
Interim Finance Director, Maria Chavero, Director of Finance for Utilities, as well as the entire Office of Management
and Budget staff, for their contribution and efforts during the budget process and preparation of this document.
Additionally, | would like to thank the Mayor, City Commission, and the Public Utility Board of Trustees for their
continued support of management and staff.

Respectfully Submitted,

Isaac J. Tawil
City Manager
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EXECUTIVE SUMMARY

The following discussion is a fund-by-fund narrative review of the principal resources estimated to be provided in this
year's budget, the major budgeted uses of those resources and the resulting fund balance or working capital. This
information is then compared to that of last year’s adjusted budget. The more significant changes are discussed,
including the factors influencing those changes. This discussion should be read in conjunction with the Budget
Message, preceding it, as well as the financial presentations, which follow.

BUDGET AS A WHOLE

The City of McAllen's budget for FY 2024-2025, including all funds—Governmental (General, Special Revenue, Debt
Service and Capital Projects Funds) and Proprietary (Enterprise and Internal Service Funds), anticipates generating
$589.6M in revenues and transfers in while spending $306.0M for operations, $318.7M for capital expenditures and
$26.9M for debt service, leaving an estimated combined fund balance and working capital of $272.9M.

GENERAL FUND

The General Fund is used to account for resources traditionally associated with the government, which are not required
to be accounted for in another fund.

Revenues and Transfers-In

General Fund revenues and transfers-in are expected to generate $169.1M, an increase by $3.9M, 2.36% more than
last year's amended budget. The growth is largely driven by an increase of $1.4M in Sales Tax, an increase of $1.5M
in Current Property Tax, and an increase of $712K in the transfer-in from the Toll Bridge Fund.

As illustrated in the following graph, five major revenue/transfer-in line items account for $149M, which is 88% of
the total.

Revenues & Transfers-In Relative Significance as a % of Total

% B Current Property Tax
% B sales Tax

[ Franchise Taxes - Electric

B Operating Transfers-In - Bridge
M Charges for Services

[0 Other
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Current Property Tax

Current property taxes represent 34% of General Fund revenues and transfers-in. The property tax rate decreased
to 44.9989¢ per $100 valuation to provide relief to taxpayers. The certified taxable assessed value plus properties
under protest, which is determined by the Hidalgo County Appraisal District, increased 5.44% from last year. New
improvements and/or annexed property represents 2% of the certified taxable value. The tax rate of 41¢ is allocated
to and for General Fund maintenance and operations (the M&O rate) and the balance of 3.8¢ is for general obligation
debt requiring repayment from property taxes. The $62M budgeted for collection of current property tax increased
due to the moderate increase in values and new improvements. The increase was determined, as shown below:

DETERMINATION OF PROPERTY TAX LEVY AND ESTIMATED COLLECTION
FY 2024-25 Compared to FY 2023-24

In Millions Increase/Decrease
FY 2024-25 FY 2023-24 Amount %
Certified Taxable Value $14.878 $14.070
Properties Under Protest 0.190 0.221
Certified Taxable Value plus Properties Under Protest $15.068 $14.291 $0.777 5.44%
Certified Taxable Value of Freeze Properties (those personal
residential properties for which the tax levy has been frozen
due owner receiving “over-65 and/or disabled” eligibility) (1.654) (1.427)
Certified Taxable Value plus Properties Under Protest of Non-
Freeze Properties $13.414 $12.864
Tax Rate $.449989/$100 $.457285/$100
Tax Levy on Non-Freeze Properties $60.364 $58.825 $1.539 2.62%
Tax Levy on Freeze Properties $7.443 $6.526 $0.917 14.05%
Total Tax Levy $67.807 $65.351 $2.456 3.76%
Collection Rate 97.0% 96.5%
Budgeted Current Property Tax Revenue $62.084 $59.957 $2.127 3.55%
Dedicated for 1&S (Debt Service Fund) $4.843 $4.837
Dedicated for M&O (General Fund) $57.241 $55.120 $2.121 3.85%
Property Tax Rates Per $100 in Valuation
100%
80%
60%
40%
20%
0%
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
B M&O Rate $0.43 $0.43 $0.43 $0.44 $0.41 * $0.61 $0.43 $0.41 $0.40 $0.41
1&S Rate $0.045 $0.045 $0.036 $0.039 $0.056 $0.053 $0.048 $0.044 $0.039 $0.038

*FY 2021 Required new tax rate calculation without

) Fiscal Years Ending
adjusted for Sales Tax. Actual rate $0.4956
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Sales Tax

Sales tax is the most significant source of revenue, accounting for 43% of total revenues and transfers-in of the
General Fund. Due to its significance and its relative instability, in relation to property tax, a conservative approach
is taken in forecasting its performance. In FY 2017, sales tax declined by $1.5M or 3% to $43.8M. This decrease
generally reflects, but in many cases to a lesser extent, what was being experienced by other cities throughout the
United States and the state of Texas as the various economies reacted toward the recession. In FY 2018, sales tax
increased by $2.75M or 6% from FY 2017. In FY 2019, sales tax increased by $5.4M or 12% from FY 2018. Due to the
Covid-19 pandemic, the City experienced a decrease of $2.2M or 4.3% for FY 2020. In FY 2021, sales tax increased by
$9.3M or 19% and another increase of $8.4M or 14% in FY 2022 due to an impressive rebound of sales experienced
throughout the region. FY 2023 recorded a more moderate increase of $2.7M or 4%. In FY 2024, the City is estimating
an increase of $1.75M or 2.49% due to the continuity of increasing sales. The City is projecting sales tax at $73.4M,
an increase of 2% from last year's estimates for FY 2025. The City will be taking a conservative approach this fiscal
year due to the uncertainty of the economic environment related to a rise of inflation.

Sales Tax Receipts - 1-1/2%

2016 2017 2018 2019 2020 2021 2022 2023 2024 Est. 2025
Msales Tax ~ $45.337 $43.822 $46.572 $51.963 $49.723 $59.071 $67.472 $70.196 $71.942 $73.381

Fiscal Year Ending
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Franchise Taxes

Franchise taxes are collected from the electric, gas, telephone and cable companies, as a rental for the use of its
right-of-ways—the largest of which is the electric company. This year’s franchise tax from the electric companies
is estimated to be $4.7M. Total franchise taxes are estimated at $6.3M, a slight decrease of $253K from last year's
adjusted budget.
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Transfer-In-Bridge

The City of McAllen and the City of Hidalgo share the surplus net revenues generated by the McAllen International
Toll Bridge Fund at the rates of 64% and 36%, respectively and the new Anzalduas International Crossing at the
rates of 44% and 33%, respectively with the City of Mission sharing at 23%—based upon an agreement reached in
2003. From FY 2014 through FY 2017, the Toll Bridge saw steady growth in surplus revenues due to increases in
southbound traffic and periodic car toll rate increases. From FY 2018 through FY 2019, the Toll Bridge began to see a
decrease in southbound crossings, due to instability of Mexico, resulting in a decrease of net surplus revenue. In FY
2020 and FY 2021 the Toll Bridge saw a significant decrease due to the travel restriction for non-essential travelers
across the Border imposed by the United States to limit the spread of Covid-19. In FY 2022 the Toll Bridge saw an
increase in crossings due to the travel restrictions being lifted. The crossings continued to increase in FY 2023 and
are estimated to increase for FY 2024 as well. The amount budgeted as a transfer-in to the City’s General Fund from
the McAllen International Toll Bridge Fund is $6.57M, an increase of nearly $712K.

McAllen International Toll Bridge - Surplus Revenues
Shared Between the Cities of McAllen & Hidalgo
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$4.0
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2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 Est.
M City of Hidalgo $3.72 $3.74 $3.73 $3.63 $3.38 $2.47 $2.38 $3.23 $3.73 $3.70
City of McAllen $5.67 $5.70 $5.71 $5.71 $5.60 $5.22 $3.48 $3.40 $4.88 $6.57
Fiscal Year Ending
Oil & Gas Royalties

The oil and gas royalties have been budgeted at $250K—a minimal increase from last year'’s adjusted budget.

Expenditures

This year's General Fund appropriation, including expenditures and transfers-out, is $162.3M, a $3.8M increase from
last year's adjusted budget. Total Operations are budgeted at $153M, an increase of $6M from last year's adjusted
budget. The following chart depicts how the expenditures are allocated among functions as well as the transfers-out.

Allocation of General Fund Expenditures
by Function and Transfers-Out

B General Government

[ Public Safety

[ Highway & Streets

B Health & Welfare

M Culture & Recreation

[ Operating Transfers - Out
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Allocation of Increase in Expenditures by Function
(000's Omitted)

The following table distributes the overall increase in expenditures, over last year's amended budget, among the
various functions of the City:

Fiscal Year Increase (Decrease)
2024-25 2023-24 Amount Percentage
General Government $29,315 $26,151 $3,164 12.10%
Public Safety 78,674 76,103 2,571 3.38%
Highways and Streets 15,244 14,731 514 3.49%
Health and Welfare 3,810 4,071 (261) -6.40%
Culture and Recreation 25,761 25,722 39 0.15%
Total $152,805 $146,777 $6,027 12.71%

General Government

Appropriations for the General Government function increased by $3.2M. The increase is mostly attributed to a Cost-
of-Living Adjustment of 3.5% given to all non-civil personnel. Three authorized positions were added in this function,
which consists of one Assistant Director in the Tax Office department, one Grants Compliance Officer in the Grants
Administration department, and one Journeyman Electrician in the Building Maintenance department. .

Public Safety

Departmental budgets comprising the Public Safety function have increased by $2.6M. The increase can be attributed
to contractual obligations for the Collective Bargaining Agreements to the Police and Fire civil service personnel;
as well as various capital outlay requests with the most significant requests attributable to the Police and Fire
departments, amounting to $487K and $1.1M, respectively. Three authorized positions were added in this function.
This includes one Radio Communication Technician | in the Radio Shop department, and two positions in the Fire
Department, which are a Receptionist / Administration Clerk and a Custodian.

Highways and Streets

Highways and Streets departments are budgeted with an increase of $514K. The increase is mostly attributed to an
anticipated increase in electricity costs of street lights for $277K. One position was added to this function, which is
a Recordkeeper / Accounting Clerk in the Engineering department. A total of $239K of capital outlay was awarded
for this function.

Health and Welfare

The Health and Welfare function was budgeted with a decrease by $261K. This decrease is due to the reduction to the
contribution for the Humane Society following a one time additional payment of $250K in last year’s adjusted budget.

Culture and Recreation

The Culture and Recreation function is budgeted with an increase of $39K. Two authorized positions were added to
this function. These positions are one Aquatics Supervisor in the Pools department and one Manager of Operations
in the Quinta Mazatlan department. In addition, a total of $479K of capital outlay has been approved for departments
within this function. The increase of personnel and capital outlay is offset by an adjustment made in last year's
budget to account for expenses made for insurance claims related to a windstorm that damaged numerous Parks
and Recreation amenities.

Fund Balance

Revenues and transfers-in are budgeted to exceed expenditures and transfers-out, increasing unassigned fund
balance by $6.8M. The resulting fund balance amounts to $94.4M and represents 232 days of operating expenditures,
surpassing the minimum fund balance policy of 140 days.
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SPECIAL REVENUE FUNDS

Hotel Occupancy Tax Fund
The Hotel Occupancy Tax Fund was established to account for hotel occupancy tax collections within the City.

The Hotel Occupancy Tax Fund is estimated to generate $5.56M in hotel occupancy tax revenues—an increase of
16% from last year's budget. The Chamber of Commerce will continue to be allocated 2¢ ( $1.5M); 4¢ ( $3.0M) to
the Convention Center; and 1¢ ( $757K) allocated to the Performing Arts Center to support operations. An additional
$300K will be allocated to the Marketing Fund. This total allocation translates to a minimal fund balance being
projected by year end.

Venue Tax Fund

The Venue Tax Fund was established to account an additional 2% for hotel occupancy tax collections within the City
for the construction and operating of a Performing Arts Center.

The Venue Tax Fund is estimated to generate $1.6M in hotel occupancy tax revenues. The City held an election
increasing the Hotel Tax from 7% to 9% of which the additional 2% was allocated to the Venue Tax fund for the
construction of the new Performing Arts Facility. This year's funds will be used to meet the debt requirements ($803K)
and a transfer to the Performing Arts Center Fund ($573K) to support operations.

McAllen Marketing Fund

The McAllen Marketing Fund was established to account for the revenues received and expenditures for the purpose
of centralizing the City marketing.

This fund will receive a $500K contribution from the McAllen Chamber of Commerce and $569K in transfers from
various funds.The fund will appropriate $1M for advertising costs. The ending fund balance is estimated to be $531K.

City Special Events Fund

The City Special Events Fund was established to account for the revenues received and expenditures for special events
organized by the City.

This fund is expected to generate $215K in revenue related to the McAllen Marathon event. $185K has been
appropriated to account for the costs associated with the McAllen Marathon.

Development Corporation of McAllen, Inc. (Development Corp) Fund

The Development Corp of McAllen, Inc. (4B) was established to account for the additional % cent sales tax for economic
development.

The Development Corp Fund was established in fiscal year 1997-98 to account for the revenues from the additional
¢ sales tax rate for economic development, approved by the voters in May 1997. Sales tax revenues this year are
estimated at $243M, which is proportional to the estimate provided in the General Fund from its 1%¢ rate. Expenditures
include funding for outside agencies, Business District Improvements, Drainage Improvements, Industrial Incentive
programs and cultural activities. Funding for programs and projects are listed on pages 190-192.

Christmas Parade Fund

The Christmas Parade Fund was established to account for the revenues received and expenditures appropriated for
the annual Christmas Parade.

The Christmas Parade Fund is expected to generate total revenue of $1.3M. A total of $1.4M is expected to be
appropriated for the Christmas Parade. The remaining fund balance is estimated to be $1.1M.

EB-5 Regional Center Fund

The EB-5 Regional Center Fund is used to account for revenues and expenses to operate an EB-5 Regional Center
under the U.S. Citizenship and Immigration Services (USCIS) for the purpose of stimulating the U.S. economy through
job creation and capital investment by foreign investors, who benefit by being granted preference in obtaining visas.
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This fund is expected to be phased out. No funds have been allocated and the fund balance will be reduced to zero.

Parklands Funds

The Parklands Funds were established to account for the resources received under Ordinance No. 1998 — 113 to be
used to acquire and develop future park sites as well as provide improvements to existing parks.

Parklands Funds have been established for three (3) zones within the City. Parkland Zone #1 currently has two
appropriations this budget year for a total of $565K. Parkland Zone #2 has appropriated $40K to make improvements
to one park within the zone. Parkland Zone #3 has appropriated $60K for improvements to one park within the zone.

Public, Educational and Governmental (PEG) Fund

The Public, Educational and Governmental Fund (PEG) was established to account for the resources received on cable
fee of 1%, which is to be used solely for capital improvements to public, educational and government programs._

Capital outlay of $211K is allocated for purchases of various equipment as well as improvements funds for the City
Hall Commission Room. The anticipated fund balance will be in the amount of $1.5M.

Friends of Quinta Fund

The Friends of Quinta Fund was established to account for the private funds raised for Quinta Mazatlan to further
education in the community of the establishment and surrounding environment.

Funds were appropriated for the operations of special events in the amount of $141K and a transfer of ($250K) to
the Quinta - Center for Urban Ecology fund.

Community Development Block Grant Fund

The Community Development Block Grant Fund was established to account for this federal grant, which is used for the
sole purpose of improving the health and welfare of the low-to-moderate income sector of the community.

The grant from the U.S. Department of Housing and Urban Development this year is for $2.3M, a decrease of $256K
from last year. The programs funded this year are listed on page 201. Funding for the oversight and administration
of these activities has been budgeted at $384K for CDBG and HOME programs.

P.D. Seized Fund

The PD. Seized Fund was established to account for the deposit and use of confiscated monies seized by the Police
Department. The revenues will be used for the enhancement of the Police Department, previously accounted for in
the General Fund.

This fiscal year, the PD. Seized Fund has one appropriated activity of $50K for the design of a storage facility. The
expected ending fund balance is $1.9M.

COPS Grant Fund

The COPS Grant Fund was established to track the award received from the Department of Justice Community Oriented
Policing Services (COPS) grant.

The fund expects to receive $804K in reimbursement and a transfer in from the General Fund of $366K to offset the
expected appropriations of $1.2M, which will leave the fund with no ending fund balance.

Downtown Services Fund

The Downtown Services Fund was established to account for parking meter fees and parking fines, as well as the
activities associated with downtown services, including operation of a new parking garage.

Revenues are estimated at $1.32M. This year's budgeted expenditures amount to $1.31M. The estimated fund
balance for the fiscal year will be $89K.

Drainage Fee Fund

The Drainage Fee Fund was established to account for the resources received under Ordinance 2018-02 for providing
improvements that relate to a stormwater management system within the corporate City limits.
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Revenues are estimated at $3.1M along with transfers from the Traffic / Drainage Bond fund and Development Corp
fund for $3.2M and $370K, respectively. As listed on page 208, $11M is budgeted for six projects. The fund balance
is estimated to be $314K.

American Rescue Plan Fund

The American Rescue Plan Fund was established to account for funds received from the American Rescue Plan Act
of 2021. The American Rescue Plan Act of 2021 is an economic recovery package designed to facilitate communities
recovery from the economic and health effects of the COVID-19 Pandemic.

A total of $42M was allocated to the City from the American Rescue Plan Act of 2021. This year, the American Rescue
Plan Fund will have no appropriated activity as funds have been exhausted.

TIRZ #1 Fund

The Tax Increment Reinvestment Zone (TIRZ) #1 Fund was established to account for a portion of the revenues derived
from property taxes levied by the City and County to facilitate the provision of capital improvements within the zone
in the northern area of the City.

TIRZ#1 is expected to receive a contribution of $1.2M from Hidalgo County and a transfer from the General Fund
of $963K. Minimal administrative expenses of $13K are expected. This year’s funds will be used to meet the debt
requirements to the Local Government Corp Debt Service fund ($197K) and to the TIRZ#1 Debt Service fund ($740K).
The fund balance is expected to be $2.3M.

TIRZ #2A Fund

The Tax Increment Reinvestment Zone #2A Fund was established to account for a portion of the revenues derived
from property taxes levied by the City and County to facilitate the provision of capital improvements within the zone
in the south-central area of the City.

TIRZ #2A is expected to receive a contribution of $813K from Hidalgo County and a transfer of $799K from the
General Fund. The fund will have minimal administrative expenses of $5K and expects to undertake eight drainage
projects for $5.6M. The fund balance is expected to be $1.7M.

McAllen Performing & Cultural Arts Foundation Fund

The McAllen Performing & Cultural Arts Foundation Fund was established to account for donations and related
expenditures for the purpose of promoting the performance and cultural arts within the City .

The fund is anticipated to receive a total of $86K in donations. $50K has been budgeted for related expenditures.
The ending fund balance is expected to be $183K.

DEBT SERVICE FUNDS

Debt Service Fund - General Obligation Bonds

The Debt Service Fund is established by Ordinances authorizing the issuance of general obligation bonds. The fund
provides for payment of bond principal, interest, paying agent fees, and a debt service reserve as a sinking fund each
year. An ad valorem tax rate and tax levy is required to be computed and levied, which will be sufficient to produce the
money required to pay principal and interest as it comes due and provide the interest and sinking fund reserve.
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Legal Debt Limit

The State of Texas limits the ad valorem tax rate to $2.50 per $100 valuation. Other than the amount resulting from
such rate limitation, there is no legal debt limit. The computation of this limit is presented on page 95. The City issued
a Certificate of Obligations in the amount of $5.9M for the construction of a parks facility and the reconstruction of
Fire Station #2; an outstanding balance of $4.8M remains. In addition, the City issued Series 2018 and Series 2019
General Obligations for traffic and drainage improvements for $4M and $19M, respectively, with an outstanding
balance of $3.3M and $16.5M remaining, respectively. In 2014, the City issued a General Obligations Series 2014
in the amount of $45M for the construction of a new performing arts facility, a sports facility complex, and street
improvements with $15M allocated to each group of projects. The City also issued a Certificate of Obligation
Series 2014 for additional funding for the construction of the performing arts facility, which was paid with revenues
generated from the Hotel Tax Venue in the amount of $12M. The General Obligation Series 2014 and Certificate
of Obligation Series 2014 were partially refunded in 2021 and have no remaining balance. The General Obligations
Series 2021 was issued in the amount of $38.5M, and an outstanding balance of $30.9M remains. Revenues from
the Hotel Tax Venue will continue to pay for their commitment to the Certificate of Obligation and will partially pay
the debt payment for General Obligation Series 2021. The total outstanding amount for the current year is $55.6M.

The City issued a Certificate of Obligations of $25M for Drainage Improvements, which is to be paid through
contributions from the Tax Increment Reinvestment Zone (TIRZ) #1; an outstanding balance of $21.8M remains. In
addition, the City has a General Obligation Refunding Bond (Series 2019) in the amount of $5.6M which will be paid
by the Passenger Facility Charge (PFC) Fund. This General Obligation has a remaining outstanding balance of $3.4M.
Therefore, a provision has been made in the Airport Fund to allocate a portion of the revenues for debt service.

Debt Service Funds — Revenue Bond Issues
Enterprise Fund/Sales Tax Revenue Bonds

The Debt Service Funds other than general obligation bonds are established by Ordinances authorizing the issuance
of revenue bonds. The fund provides for payment of bond principal, interest, paying agent fees, and a debt service
reserve as a sinking fund each year. Revenues of the activity related to the purpose of each bond issue are pledged as
security for repayment of these bonds.

The resources to fund debt service requirements on revenue bonds have been presented as transfers from their
respective operating funds; such as the Water, Wastewater, Airport, or Bridge funds. See pages 214-215 for a listing
of debt that relates to said funds.

CAPITAL PROJECTS FUNDS

Capital Improvement Fund

The Capital Improvement Fund was established to account for all resources used for the acquisition and/or construction
of capital facilities except those financed by proprietary fund types.

The City of McAllen's Capital Improvement Plan is developed with input from several committees such as Drainage,
Library, Traffic, Right of Way/Land Acquisition, Parks and Information Technology. Each committee is composed
of a minimum; a staff member, a City Commissioner and a citizen. These committees play an important role in
determining the capital budget for the fiscal year. The City of McAllen values input from the citizenry on when, where
and what the community’s needs are.

Beginning fund balance of $5.6M is expected to be supplemented with revenues of $1.2M and a transfer-in, amounting
to $7.1M, to provide resources for total appropriations of $12.3M for projects. The projects to be undertaken as well
as the amounts budgeted for each are presented on pages 233-234 of this budget document. By fiscal year end,
fund balance is estimated to be at $1.6M.

Quinta Mazatlan — Center for Urban Ecology Fund

The Quinta Mazatlan - Center for Urban Ecology Fund was established to account for all resources used for the
construction of Quinta Mazatlan Center of Urban Ecology.

The Quinta Mazatlan- Center for Urban Ecology fund is expected to generate a total of $39M in revenues, inclusive
of $1.75M in transfers-in, while project costs amount to $44M. Fund balance is expected to be $255K.
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Reservoir Development Fund
The Reservoir Development Fund was established to account for expenses used for the development of the reservoir.

$19.1M is budgeted for the reservoir development project. Fund balance is expected to be $1.6M.

Traffic/Drainage Bond Fund

The Traffic/Drainage Bond fund was established with Ordinance 2018-56 to account for all General Obligation Bond
Series 2018 proceeds for Traffic and Drainage Improvements within the City Limits.

The Traffic/Drainage Bond was initially issued Bond proceeds in the amount $25M. This year, $5.6M will be allocated
for fifteen drainage improvements projects. The fund will also transfer-out $3.2M to the Drainage Fee Fund to provide
additional funding for another drainage project. A detailed listing of the projects that will be constructed can be
found on page 237.

Parks Facility / Fire Station #2 Construction Fund

The Parks Facility / Fire Station #2 Construction Fund was established to account for all proceeds received from
Certificate of Obligation Series 2018 for the construction of a new Parks Facility and Fire Station #2.

The City issued Certificate of Obligations in fiscal year 2018 to undertake the construction of a new Parks Facility
and Fire Station in the amount of $6.2M. The Fire Station #2 and Parks Facilities have completed construction. The
City expects to appropriate $50K this year for equipment to be located at the new Parks Facility.

Infrastructure and Improvements Fund

The Infrastructure and Improvements Fund was established to account for resources used for the acquisition and/or
construction of capital for improvements to the City.

The Infrastructure and Improvements Fund received resources from the American Rescue Plan Act through transfers
from the General Fund. This year $18.9M has been allocated for various projects. A detailed listing of the projects
that will be undertaken can be found on page 239.

General Obligation Street Improvement Construction Fund

The General Obligation Street Improvement Construction Fund was established to account for general obligation tax
note proceeds used for the acquisition and/or construction of capital infrastructure.

The General Obligation Street Improvement Construction Fund accounts for the G.0. Series 2014 issue in the amount
of $15M for street improvements throughout the City as well as acquisition of Right of Way. This year additional
funding was obtained from the Texas Department of Transportation in the amount of $195K. One project will be
executed for street and associated drainage improvements in the amount of $686K. Page 240 lists the streets to
be improved.

General Obligation Sports Facility Construction Fund

The General Obligation Sports Facility Construction Fund was established to account for general obligation tax note
proceeds used for the construction of a Youth and Girls Softball Complex.

The General Obligation Sports Facility Construction Funds account for the G.0. Series 2014 issue in the amount of
$15M. The construction of the Youth Baseball Complex and the Girls Softball Complex have been completed. The
fund is expected to be phased out.

Certificate of Obligation Series 2014 Construction Fund

The Certificate of Obligation Series 2014 Construction Fund was established to account for certificate of obligation
tax note proceeds to subsidize the construction of capital facilities except those financed by proprietary fund types.

This fund has no activity and is expected to be phased out.
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Information Technology Fund

The Information Technology Fund was established to account for information technology projects, which have
demonstrated the economic feasibility of the project. The revenues generated or expenditures saved from each project
are transferred back to this fund as a renewable funding source for these types of projects.

The Information Technology Fund generates $76K in revenue, mostly attributed to a Fiber Optic Lease. $85K has
been appropriated for computer equipment, software and projects.

Water Depreciation Fund

This section also includes the working capital summaries for the Water Depreciation Fund, which was established for
the sole purpose of replacing fixed assets. Funding for this fund is based on 35% of the monthly depreciation cost
and is transferred in from the Water Fund revenues.

Over twenty years ago, the McAllen Public Utility Board (MPUB) began setting aside 50% of actual depreciation from
the Water Fund in order to accumulate monies to be used for asset replacement. During the financial planning for the
Series 2000 bond issue, the MPUB carefully considered and decided to reduce the funded depreciation requirement
to 35%. This year it is estimated the Water Fund will transfer $2.1M into this fund. This fund will provide $1.7M for
replacements and $3.6M for projects, leaving a fund balance of $1.2M.

The Water and Wastewater Capital Improvement Funds/Bond Construction Funds were established to account for all
major projects such as: plant expansions, rehabilitation of water and wastewater lines, future annexations, rehabilitation
of water towers, etc. Bond issues and Water and Wastewater revenues are sources for funding these projects.

Water Capital Improvement Fund

Resources for this fund are primarily provided by transfers from the Water Fund. Expenditures are budgeted at $1.4M
and projects in the amount of $6.7M, leaving an estimated fund balance of $840K.

Water Revenue Bond Issues Fund

Resources for this fund are primarily provided by Bond Proceeds received in the previous year in the amount of
$16.8M. Expenditures are budgeted at $11M, leaving a remaining fund balance of $3.5M. Projects to be undertaken
are presented in page 245 of this budget document with the major project being the replacement of meters to an
Advanced Metering Infrastructure (AMI) platform.

Wastewater Depreciation Fund

This section also includes the working capital summaries for the Wastewater Depreciation Fund, which was established
for the sole purpose of replacing fixed assets. Funding for this fund is based on 40% of the monthly depreciation cost
and is transferred in from the Wastewater Fund revenues.

As in the case with the Water Fund, about twenty years ago the MPUB began setting aside 50% of actual depreciation
from the Wastewater Fund in order to accumulate monies to be used for asset replacement. This level of funding
depreciation was reduced to 40% as of October 1, 2018. This year it is estimated the Wastewater Fund will transfer
$4M into this fund. $1.5M has been budgeted to provide for replacements and $11.1M for projects (page 246)
leaving an estimated fund balance of $11.3M.

Wastewater Capital Inprovement Fund

Resources for this fund are primarily provided by transfers from the Wastewater Fund. Revenues and transfers are
budgeted at $2.6M. Expenditures for capital acquisitions are budgeted at $543K. Individual projects to be undertaken
are budgeted at $3.8M and are presented in page 247 of this budget document. Fund balance is projected at $4.9M
by year-end.

Wastewater Revenue Bond Fund- Clean Water

With anticipated revenue bond proceeds in the Clean Water funding (Series 2018A) in the amount of $441K, the City
is undertaking one project with a budget of $441K. The estimated ending fund balance is estimated to be $73K at
year-end.
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Sanitation Depreciation Fund

This section also includes the working capital summary for the Sanitation Depreciation Fund, which was established for
the sole purpose of replacing rolling stock and equipment. Funding is provided by charging rental to the Sanitation Fund.

The Sanitation Fund is charged rental for rolling stock acquired by this replacement fund at an annual amount equal
to annual straight-line depreciation with a 15% add-on to provide for inflation. Rental income this year amounts to
$3.1M. The cost of replacements this year is $6.1M, leaving working capital of $8.3M at year-end.

Champion Lakes Golf Course Depreciation Fund

This section also includes the working capital summary for the Champion Lakes Golf Course Depreciation Fund, which
was established for the sole purpose of replacing fixed assets. Funding is provided by the Champion Lakes Golf Course
Fund.

The Champion Lakes Golf Course Fund will transfer $250K into this Fund. Appropriations amount to $515K for
various equipment replacement leaving $607K in working capital at year-end.

Convention Center Depreciation Fund

This section also includes the working capital summary for the Convention Center Depreciation Fund, which was
established for the sole purpose of renovation of the facility. Funding has been provided by the Convention Center Fund.

The Convention Center Fund will transfer $250K into this fund with appropriations in the amount of $907K for various
replacements of equipment. The ending fund balance is estimated to be $3.1M.

Performing Arts Depreciation Fund

This section also includes the working capital summary for Performing Arts Depreciation Fund, which was established
for the sole purpose of renovation of the facility. Funding has been provided by the Performing Arts Center Fund.

The Performing Arts Center Fund will transfer $250K into this fund. $103K have been budgeted for various replacement
of equipment this year. The ending fund balance is estimated to be $2.0M.

Passenger Facility Charge (PFC) Fund

The PFC Fund was established to account for the expenditure of passenger facility charges collected by the airlines
and remitted to the airport.

Airport management has funded four projects and professional services this year at a total of $6.4M. The fund
will continue paying the debt ($650K) pledge with PFC monies and transfer monies ($3.0M) to the Airport Capital
Improvement Fund. The PFC Fund is anticipated to generate revenue of $2.5M and have a year-end working capital
of §1.2M.

Airport Capital Improvement Fund

The Airport Capital Improvement Fund was established to account for resources received from the Federal Aviation
Administration (FAA) and related capital improvements.

Projects amounting to $36.5M are planned this year, which are funded primarily by FAA with local match funding
coming from the Airport Fund and the Airport PFC Fund. The individual projects are listed in page 254 of this budget
document.

Airport Customer Facility Charge Fund

The Airport Customer Facility Charge Fund was established to account for resources received by charges to the rental
car concessioners operating at the Airport to fund capital improvements and/or operating costs attributable to rental
car facilities and infrastructure.

The fund expects to generate $997K in customer facility charges. $825K has been allocated for professional services.

McAllen International Toll Bridge Capital Improvement Fund

The McAllen International Toll Bridge Capital Improvement Fund was established to account for major capital
improvements, which are generally funded by current revenues of the related bridge.
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The Toll Bridge Capital Improvement Fund is funded by the collection of 50¢ of the $3.50 southbound car toll. The toll
bridge management anticipates a transfer from the Toll Bridge Fund of $1.5M and spending $4.7M for improvements,
leaving an ending fund balance of $1.6M. The individual projects to be undertaken are presented in page 256 of this
budget document.

Anzalduas International Crossing Capital Inprovement Fund

The Anzalduas International Crossing Capital Improvement Fund was established to account for major capital
improvements, which are generally funded by current revenues of the related bridge.

This fund is also supplemented through the collection of 50¢ of the $3.50 southbound car toll. The Anzalduas
Crossing bridge management anticipates a transfer of $709K and spending $2M in projects. The estimated ending
fund balance is $1.7M.

Anzalduas Bridge Cargo Construction Fund

The Anzalduas Bridge Cargo Construction Fund was established to account for all proceeds and expenditures related
to the construction of northbound facilities and improvements to southbound facilities to expand the Anzalduas
International Bridge to a fully commercial bridge.

This fund will receive $45M in grants. $61M has been appropriated for the construction of the commercial inspection
facilities at the Anzalduas Land Port of Entry and improvements to the existing inspections facilities, as well as
furniture and equipment needed for the facilities. The construction is expected to be completed this fiscal year and
will allow the City to begin the collection of tolls for loaded cargo crossings. The ending fund balance is estimated
to be $6.7M.

ENTERPRISE FUNDS

Water Fund

The Water Fund is used to account for the provision of water services to the residents of the City. All activities
necessary to provide such services are accounted for in this fund, including administration, operations, maintenance,
and billing and collections.

Revenues have been budgeted at $28.1M, with an increase of $825K over the prior year’s adjusted budget, assuming
a growth of 600 residential customers; an increase of 80 commercial customers and no increase in industrial
customers. The same 9B gallons in consumption assumed in fy 2023-2024 was assumed for fy 2024-2025. The
monthly minimum base rate did not change for this fiscal year.

Operating expenses are budgeted to decrease by $230K to $20.5M. Three staff members were added to this fund, a
Microbiologist for the Water Plant Department, a Working Supervisor for the Transmission & Distribution Department
and a Customer Service Specialist for the Customer Relations Department. At these budgeted levels of operation,
the debt coverage is estimated to be 2.05x the debt service requirements. Working capital is expected to be $7M by
year-end, which represents 122 days of operating expenses and exceeds the policy minimum of 120 days.

Wastewater Fund

The Wastewater Fund is used to account for the provision of wastewater treatment and reclaimed water services to
the residents of the City. All activities necessary to provide such services are accounted for in this fund, including
administration, plants and stations, laboratory services and wastewater collection.

Revenues are budgeted at $23.8M, a decrease of $39K from the prior year adjusted budget. The assumptions on
growth, the base rate and commodity rates as well as consumption are the same as in the Water Fund. Operating
expenses are budgeted to increase by $348K to $12.6M from previous year. One additional staff member has been
budgeted for this fund, a Utility Construction & Inspection Workman for the Utility Engineering Department.

At these budgeted levels of operation, the debt coverage is estimated to be 1.91x the debt service requirements.
Working capital is expected to amount to $4.7M at year-end, which represents 136 days of operating expenses—in
excess of the policy of a minimum of 120 days.

At these budgeted levels of operation, the combined debt coverage of the Water and Wastewater Fund is 1.94x the
debt service requirements and 127 days of working capital.
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Sanitation Fund

The Sanitation Fund is used to account for providing sanitation services to the residents of the City. All activities
necessary to provide such services are accounted for in this fund, including administration garbage pickup, brush
collection, street cleaning and recycling operations.

Revenues are budgeted at $26M, an increase of $1.3M from the prior year's adjusted budget. Operating expenses
have been budgeted with a $4.1M increase compared to last year’s adjusted budget from $27.5M to $31.6M. Two new
positions were added to the fund, which are a Heavy Equipment Operator Il in the Residential department and another
Heavy Equipment Operator Il in the Commercial Box department. Fund balance is expected to be $8.6M at year-end.

Champion Lakes Golf Course Fund

The Champion Lakes Golf Course Fund is used to account for the revenues and expenses of operating a complete 18
hole municipal golf course. The operation of the course is primarily financed by user charges.

The Champion Lakes Golf Course, formerly known as Palm View Golf Course, budgeted revenues at $2.2M, an
increase of $219K from last year’s adjusted budget. A total of $2.4M has been appropriated, which includes $250K
to be transferred to the Champion Lakes Golf Course Depreciation Fund. Working capital at year-end will be $2.6M.

McAllen Convention Center Fund

The Convention Center Fund is used to account for revenues and expenses of a convention and cultural center which
provides a first-class facility for hosting conventions as well as providing a venue for a wide variety of entertainment
for which a significant portion is financed through user charges as well as the hotel/motel tax.

Total revenues and transfers will increase by $373K for a total of $9.2M. Total appropriations are budgeted at
$12.6M, an increase of $576K, which is due to the addition of personnel and an increase to capital outlay. Three
new authorized positions were added to this fund consisting of a Facilities Maintenance Technician, an Operations
Coordinator, and a Lead Operations Coordinator. The Convention Center will be undertaking one major capital project
this year, which is the construction of a storage building. The operating fund will transfer $250K to the depreciation
fund for replacements and/or improvements. Working capital at year end is expected to be $6.6M.

McAllen Performing Arts Center Fund

The Performing Arts Center Fund is used to account for revenues and expenses of a convention and cultural center
which provides a wide variety of entertainment including performances by ballet and musical groups of which a
significant portion is financed through user charges.

Performing Arts Center revenues are projected at $1.5M. Transfers from the Hotel and Venue Tax funds are budgeted
in the amount of $1.3M. $2.7M is appropriated for operational costs and capital outlay for the Performing Arts Center.
The operating fund will transfer $250K to the depreciation fund for replacement of equipment. Working capital is
expected to be $3.2M by year-end.

McAllen International Airport Fund
The Airport Fund is used to account for the operational activities of the City’s Airport.

Revenues are budgeted to increase by $1.6M from last year’s budget for a total of $10.8M. The increase can primarily
be attributable to an increase in preferential use and joint use space charges. Operating expenditures will increase
by $337K from last year’s adjusted budget due to various capital expenses. A total of $16.9M has been appropriated
for this fund. Major capital outlay projects are appropriated in the Airport Capital Improvement Fund. Working capital
is expected to settle in at $12.8M.

Metro McAllen Fund
The Metro McAllen Fund is used to account for the activities of the City’s public transportation system.

Revenues are expected to increase by $321K from last year's budget. Federal Transportation Administration (FTA)
and TxDOT grants are expected to provide $3.3M in resources. In addition, the Development Corporation fund is
providing funding of $1.9M, which will fund operations and provide local match for the FTA grants activity. Total
appropriations have been budgeted at $5.9M, which is an increase of $541K from last year's adjusted budget. A
total of five Transit Operators were added to this fund. Working capital is expected to amount to $1.4M by the end
of the year.
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Bus Terminal Fund

The Bus Terminal Fund is used to account for revenues and expenses for the bus terminal located in Downtown
McAllen.

The vast majority of funding for this fund is from Federal Transportation Administration (FTA) grants and a transfer-in
from the Development Corporation fund. Grant revenue from the FTA is expected to be at $12.5M. The Development
Corporation fund will transfer $218K to this fund. Total appropriations amount to $12.8M, which is a decrease
of §7.1M from last year’s adjusted budget. The decrease can mostly be attributable to less capital expenditures.
Capital expenditures amount to $11.6M, which will be funded with FTA and local funds. The individual projects to
be undertaken are presented in page 380 of this budget document. Working capital is expected to amount to $804K
by year end.

McAllen International Toll Bridge Fund

The Bridge Fund is used to account for revenues and expenses for the International Toll Bridge located between Hidalgo,
Texas and Downtown Reynosa, Mexico.

Revenues are budgeted at $15M, which is an increase of $801K from last year’s adjusted budget. The increase is due
to a projected increase in crossings. Total appropriations are budgeted at $15M. Operating expenses are budgeted
to increase by $74K due to an increase in personnel and security costs. Working capital will remain at $1.3M by
year-end.

Anzalduas International Crossing Fund

The Anzalduas International Crossing Fund is used to account for revenues and expenses for the International Toll
Bridge located between south of Mission, Texas and Northwestern Reynosa, Mexico.

Revenues for the Anzalduas Bridge have been budgeted at $7.8M, an increase of $2.6M from previous year’s adjusted
budget. The increase is due to a rise in crossings and the collections to be received for the anticipated opening of
the cargo crossings. Total appropriations are budgeted at $8.5M, an increase of $3.8M from last year’s adjusted
budget. The increase can primarily be attributed to a transfer to cover debt payment for the construction of the cargo
crossings infrastructure. Five new positions were added to this fund, which consists of three Toll Bridge Cashiers,
one Groundskeeper, and one Facilities Manager. Working capital is expected to be $2.2M by year-end.

INTERNAL SERVICE FUNDS

Inter-Departmental Service Fund

The Inter—Department Service Fund was established to finance and account for services, materials, and supplies
furnished to the various departments for the City, and on a limited basis, to other local governmental agencies. These
services are provided on a cost reimbursement basis.

The activities provided by this fund is for Fleet Operations and Materials Management. The level of activity is
expected to increase by $700K due to fleet sales with revenues budgeted to generate $S6M. Expenses are budgeted
at $6M. The projected ending working capital will be $140K.

General Depreciation Fund

This section also includes the working capital summary for the General Depreciation Fund, which was established for
the sole purpose of replacing rolling stock of the General Fund. Funding has been provided by a rental charge to the
appropriate department in the General Fund.

The rental paid by various departments of the General Fund for rolling stock is the budgeted acquisition cost plus
various inflation factors to be recaptured over the estimated useful life. A total of $4M is budgeted as revenue with
the majority consisting of rental income. Capital expenditures planned this year amounts to $6.3M. Working Capital
at year-end will be $16.8M. A detailed listing of the acquisitions is listed on pages 398-399.
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Health Insurance Fund

The Employee Health Insurance Fund was established to account for all expenses related to health insurance premiums
and claims for city employees.

This fund accounts for the cost of self-insured claims, health insurance premiums on excess coverage, and related
administrative costs. Revenues for this fiscal year amount to $19.1M. Revenues are primarily derived from other City
funds to which these coverages are attributable covers 93% of the employee cost and 70% of the dependent cost,
with the differences of 7% and 30% being contributed by the employees respectively. Expenses have been budgeted
at $18.4M, leaving working capital with $697K by year-end.

Retiree Health Insurance Fund

The Retiree Employee Health Insurance Fund was established to account for all expenses related to health insurance
premiums and claims for retired city employees.

Revenues are budgeted 