ECONOMIC DEVELOPMENT
CORPORATION BOARD OF DIRECTORS

Location:
City of Edinburg, City Hall-Council Chambers 415
W. University Drive, Edinburg, Texas
VIA ZOOM

MARCH 4, 2021

SPECIAL MEETING AGENDA
4:00 PM

. CALL TO ORDER, ESTABLISH A QUORUM

. CERTIFICATION OF PUBLIC NOTICE

. PUBLIC COMMENTS

A specific portion of the meeting shall be dedicated to allowing Public Comments which will be limited
to three (3) minutes. Because of the state of emergency due to the COVID-19 pandemic, public comment
may be provided in-person abiding to the occupancy limits or by telephone. InA person requests shall be
requested by completing the Public Comment Form available at City Council Chambers. Telephone
requests shall be completed by (a) sending an email to publiccomment@cityofedinburg.com or (b)
calling 956-388-8204.

All requests must be received beginning at 9am and end immediately before the start of the meeting.
Your request should include your name, address, and telephone number. We ask for everyone's
cooperation in following this procedure.

. DIRECTOR'S REPORT

. REGULAR AGENDA ITEMS

A. Consider accepting the Edinburg Economic Development Corporation 2020 Audit.

B. Discussion and possible action regarding real property Independence Dr - Lot 9, North Industrial
Park Edinburg, Hidalgo, County, Texas.

. EXECUTIVE SESSION

The EEDC will convene in Executive Session, in accordance with the Texas Open Meetings Act,
Vernon's Texas Statutes and Codes Annotated, Government Code, Chapter 551, Subchapter D,
Exceptions to Requirement that Meetings be Open. The EEDC May Elect To Go Into Executive Session
On Any Item Whether Or Not Such Item Is Posted As An Executive Session Item At Any Time During The
Meeting When Authorized By The Provisions Of The Open Meetings Act.

A. Discussion and possible action regarding the purchase, exchange, lease, or value of real property.
(§551.072. Deliberation Regarding Real Property; Closed Meeting)



7. OPEN SESSION

The EEDC will convene in Open Session to take necessary action, if any, in accordance with Chapter
551, Open meetings, Subchapter E, Procedures Relating to Closed Meeting, §551.102, Requirement to
Vote or Take Final Action in Open Meeting.

8. ADJOURNMENT

I hereby certify this Notice of an EEDC Meeting was posted in accordance with the Open Meetings Act,
at the City Offices of the City of Edinburg, located at the 415 West University entrance outside bulletin
board visible and accessible to the general public during and after regular working hours.

By:

Signature:

Name: on Garza, City Manager
City of Edinburg, Texas




Edinburg Economic Development Corporation
Meeting Date:March 4, 2021

Consider accepting the Edinburg Economic Development
Corporation 2020 Audit.

Consider accepting the Edinburg Economic Development Corporation 2020 Audit.

2. Description/Scope:

Luis C Orozco, CPA firm conducting the audit will review the Annual Financial Report for
the year ended September 30, 2020 with the board and will make himself available for
questions.

In the Auditor's opinion, the financial statements referred in the report present fairly. No
findings were reported in the EEDC 2020 Audit Report. Auditor included a note on the
Aggregate Receivables of the Financial Statements regarding pending receivable from
Santana Textile, LLC in net amount of $13,367,203.

3. Estimated Timeline:
Audit is completed once a year.

4. Budget:
The audit was budgeted for in the FY2021 budget for $13,075.

5. Procurement/Selection Process:
Engagement Letter.

6. Staff's Recommendation:
N/A

7. Justification:
N/A

Blanca Davila
Director of Economic Development

ATTACHMENTS

Approved:
Not Approved:
Tabled:



No Action:
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LUIS C OROZCO

CERTIFIED PUBLIC ACCOUNTANT
808 Del Oro Lane
Pharr, TX 78577
lcocpa@lcocpa.com

Independent Auditor's Report

President and Board of Directors of the
Edinburg Economic Development Corporation
Edinburg, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities,
each major fund, and the aggregate remaining fund information of the Edinburg
Economic Development Corporation (EDC) as of and for the year ended September 30,
2020, and the related notes to the financial statements, which collectively comprise the
EDC's basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United
States of America; this includes the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

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

(956) 782-5481 Member of AICPA & TSCPA (956) 782-5484



LUIS C OROZCO

CERTIFIED PUBLIC ACCOUNTANT
808 Del Oro Lane
Pharr, TX 78577
lcocpa@lcocpa.com

Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, each major fund,
and the aggregate remaining fund information for the Edinburg Economic Development
Corporation as of September 30, 2020, and the respective changes in financial position
and, where applicable, cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note III - Aggregate Receivables of the Financial Statements, EEDC has
a pending receivable from Santana Textile, LLC in net amount of $13,640,004. Santana
Textile has ceased operations and is in default of loan payments and interest and is
currently under an agreement to cover delinquent property taxes with Hidalgo County.
EEDC is secondary lien holder on Loan until a compliance date of April 24, 2022.
Management of EEDC feels that a satisfactory agreement will be placed on that date to
satisfy the pending receivable either by contracting with other companies to take over the
project or through asset liquidation. Our opinion is not modified with respect to this
matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis, budgetary comparison schedule, pension plan
schedules, and related notes to the required supplementary information be presented to
supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board
who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management's responses
to our inquiries, the basic financial statements, and other knowledge we obtained during
our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

(956) 782-5481 Member of AICPA & TSCPA (956) 782-5484



LUIS C OROZCO

CERTIFIED PUBLIC ACCOUNTANT
808 Del Oro Lane
Pharr, TX 78577
lcocpa@lcocpa.com

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
March 3, 2021 on our consideration of the EDC'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 internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the EDC’s internal
control over financial reporting and compliance.

Luis C. Orozco
Certified Public Accountant

Pharr, Texas
March 3, 2021

(956) 782-5481 Member of AICPA & TSCPA (956) 782-5484



EDINBURG ECONOMIC DEVELOPMENT CORPORATION
MANAGEMENT'S DISCUSSION AND ANALYSIS
FISCAL YEAR ENDING SEPTEMBER 30, 2020

In this section of the Annual Financial and Compliance Report, we, the managers of Edinburg
Economic Development Corporation (EEDC), discuss and analyze the EEDC's financial
performance for the fiscal year ended September 30, 2020. Please read it in conjunction with the
independent auditors' report page 1, and the EEDC's Basic Financial Statements, which begin on
page 10.

FINANCIAL HIGHLIGHTS
General Fund

» At fiscal year-end, total fund balance for the General Fund was$ 33,580,680.
* General Fund revenues were $ 8,090,472 and General Fund expenses were $ 7,908,967.

Government-Wide

» EEDC's governmental activities reported program expenses of $6,870,773. General
revenues totaled to $7,954,312 and charges for services $136,160, resulting in an increase
in net assets of $1,219,699.

» At year end, EEDC's governmental activities reported combined total net assets of
$12,302,791 and deferred outflows related to pensions of $155,775.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The government-wide financial
statements include the Statement of Net Assets and the Statement of Activities on pages’ 11 and

12. These statements provide information about the activities ofthe EEDC as a whole and present a
longer-term view of EEDC's property and debt obligations and other financial matters. They reflect
the flow of total economic resources in a manner like the financial reports of a business enterprise.

Fund financial statements, starting on page 13, report the EEDC's operations in more detail than the
government-wide statements by providing information about the EEDC's most significant funds.
For governmental activities, these statements tell how services were financed in the short- term, as
well as, what resources remain for future spending. They reflect the flow of current financial
resources and supply the basis for tax levies and the appropriations budget.

The notes to the financial statements starting on page 17 provide narrative explanations or
additional data needed for full-disclosure in the government-wide statements or the fund
financial statements.



EDINBURG ECONOMIC DEVELOPMENT CORPORATION
MANAGEMENT'S DISCUSSION AND ANALYSIS
FISCAL YEAR ENDING SEPTEMBER 30, 2020

OVERVIEW OF THE FINANCIAL STATEMENTS
Government-Wide Financial Statements

The analysis of the EEDC's overall financial condition and operations begins on page 11. Its
primary purpose is to show whether the EEDC is better off or worse off as a result of the year's
activities. The Statement of Net Assets includes all the EEDC's assets and liabilities at the end of
the year while the Statement of Activities includes all the revenues and expenses generated by the
EEDC's operations during the year. These apply the accrual basis of accounting which is the basis
used by private sector companies.

All the current year's revenues and expenses are recognized regardless of when cash is received or
paid. The EEDC's revenues are divided into those provided by outside parties who share the costs
of some programs. All the EEDC's assets are reported whether they serve the current year or future
years. Liabilities are considered regardless of whether they must be paid in the current or future
years.

These two statements report the EEDC's net assets and changes in them. The EEDC's net assets
(the difference between assets and liabilities) provide one measure of the EEDC's financial health
or financial position. Over time, increases or decreases in the EEDC's net assets are one indicator
of whether its financial health is improving or deteriorating. To fully assess the overall health of
the EEDC, however, you should consider non-financial factors as well, such as changes in the
EEDC's property tax base and the condition of the EEDC's facilities.

In the Statement of Net Assets and the Statement of Activities, we reflect the EEDC in only one
kind of activity:

e Governmental activities: Most of the EEDC's basic services are reported here,
including general government and economic development. Sales taxes designated for
economic development finance most of these activities.

Fund Financial Statements

The fund financial statements begin on page 13 and provide detailed information about the most
significant funds - not the EEDC as a whole. Certain funds are required by State law and by bond
covenants. The EEDC's administration established several other funds to help it control and
manage money for particular purposes. The EEDC has one fund type - governmental funds.

* Governmental funds: Most of the EEDC's basic services are reported in governmental
funds. These funds use modified accrual accounting (a method that measures the receipt
and disbursement of cash and all other financial assets that can be readily converted to
cash) and report balances that are available for future spending. The governmental fund
statements provide a detailed short-term view of the EEDC's general operations and the
basic services itprovides.



EDINBURG ECONOMIC DEVELOPMENT CORPORATION
MANAGEMENT'S DISCUSSION AND ANALYSIS
FISCAL YEAR ENDING SEPTEMBER 30, 2020

We describe the differences between governmental activities (reported in the Statement
of Net Assets and the Statement of Activities) and governmental funds in reconciliation
schedules following each of the fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Statement of Net Assets (Government-Wide)

The following table summarizes the EEDC's net assets as of September 30, 2020.

Table 1
Governmental Governmental
Activities Activities Increase
2020 2019 (Decrease)
Assets
Current and other assets 33,707,262 33,408,877 298,385
Capital assets 6,255,684 7,088,796 (833,112)
Total assets 39,962,946 40,497,673 (534,727)
Deferred outflow of resources 155,775 167,954 (12,179)
Total Assets and Deferred Outflow of Resources 40,118,721 40,665,627 (546,906)
Liabilities
Current liabilities 1,216,582 940,858 275,724
Long-term liabilities 26,548,852 27,659,282 (1,110,430)
Total liabilities 27,765,434 28,600,140 (834,706)
Deferred inflow of resources 50,496 38,958 11,538
Total Liabilities and Deferred Inflow of Resources 27,815,930 28,639,098 (823,168)
Net Position
Invested in capital assets net of related debt 3,255,684 3,388,796 (133,112)
Restricted 13,419,681 14,902,963 (1,483,282)
Unrestricted (4,372,574) (6,265,230) 1,892,656
Total Net Position 12,302,791 12,026,529 276,262
Total Liabilities and Net Position 40,118,721 40,665,627 (546,906)

The EEDC's assets and deferred outflow of resources exceeded liabilities and deferred inflow of
resources by $12,302,791 at the close of the current fiscal year. Unrestricted net assets - the part of
net assets that can be use d to finance day-to-day operations without constraints established by debt
covenants, enabling legislation or other legal requirements - were $(4,372,574) at September 30,
2020.



EDINBURG ECONOMIC DEVELOPMENT CORPORATION

MANAGEMENT'S DISCUSSION AND ANALYSIS
FISCAL YEAR ENDING SEPTEMBER 30, 2020

The restricted net assets decreased from $14,902,963 to $13,419,681 or by $1,483,282.

Statement of Activities (Government-Wide)

The following table summarizes the change in the EEDC's net assets from its activities for the

fiscal year ended September 30, 2020.

Table 2
Governmental Governmental
Activities Activities Increase
2020 2019 (Decrease)
Revenues
Program Revenues:
Charges for Services 136,160 206,748 (70,588)
General Revenues:
Sales and Use Taxes 7,144,078 5,801,968 1,342,110
Investment Earnings 136,161 98,435 37,726
Note Receivable Interest 674,073 566,407 107,666
Miscellaneous Revenue - 10,717 (10,717)
Total Revenue 8,090,472 6,684,275 1,406,197
Expenses
Economic Development and Assistance 5,001,653 2,856,589 2,145,064
Debt Bond Interest 1,869,120 2454270 (585,150)
Total Expenses 6,870,773 5,310,859 1,559,914
Increase in Net Assets before transfers and special items 1,219,699 1,373,416 (153,717)
(Loss) on Sale of Asset - (546,173) -
Increase in Net Assets after transfers and special items 1,219,699 827,243 (153,717)
Net Position Beginning 12,026,529 11,199,961 826,568
Prior Period Adjustment (943,437) (675) (942,762)
Net Position Ending 12,302,791 12,026,529 (269.911)

The EEDC 's total revenues were $8,090,472. Sales tax contributed $7,144,078 or 88.3% of total
revenues. Notes receivable interest earned contributed $674,073 or 8.3% of total revenue and

investment earnings were $136,161 or1.7%.
Total cost of all programs and services was $6,870,773.

Governmental Activities

As reflected in the Statement of Activities, total expenses for governmental activities were
$6,777,679. General revenues of $8,090,472 exceeded the total net expenses for governmental

activities of $6,870,773 by $1,219,699.



EDINBURG ECONOMIC DEVELOPMENT CORPORATION
MANAGEMENT'S DISCUSSION AND ANALYSIS
FISCAL YEAR ENDING SEPTEMBER 30, 2020

GENERAL FUND FINANCIALANALYSIS

The General Fund is the chief operating fund of the EEDC. At the end of the current fiscal year,
the total fund balance of the General Fund was $33,670,799.

General Fund Budgetary Highlights

The EEDC did amend the General Fund Budget during the year. Those budget amendments fall into
two categories. The first involved amendments moving funds from categories that did not need all
the resources to categories with resource needs. The second involved adjusting the budgets to better

reflect the needs and resources available.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of the 2019-2020 year, the EEDC had $6,255,684 invested in a broad range of capital
assets, including facilities, land, infrastructure, vehicles, and equipment.

Debt

Atyear-end, the EEDC had $26,945,000 in bonds outstanding versus $27,875,000 last year.

More detailed information about the EEDC' s long-term liabilities is presented in the notes to the
financial statements.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

Fiscal year 2021 is projected to be a year of continued growth. Both public and private
developmentt in building and infrastructure activity will serve to broaden the City's tax base and
provide continuing employment opportunities fathe residents. In 2020, the EEDC experienced a
slight increase in sales tax revenue from 2019. Cash reserves are in place in accordance with the
Investment Policy in secured investments.

The EEDC Board of Directors has approved the General Fund Budget for the Fiscal Year 2021
that includes funding for continued growth and development opportunities. Priority has been
placed on the development of the North Industrial Park, infrastructure projects for the City of
Edinburg, and the Downtown District. Revenues in the General Fund are estimated at
$10,712,638. Budgeted expenditures are estimated at $11,134,699. If these estimates are
realized, the EEDC's budgetary General Fund balance is expected to decrease modestly.
However, unrestricted cash is expected to increase conservatively by the close of fiscal year

2021.



EDINBURG ECONOMIC DEVELOPMENT CORPORATION
MANAGEMENT'S DISCUSSION AND ANALYSIS
FISCAL YEAR ENDING SEPTEMBER 30, 2020

CONTACTING THE EEDC'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and
creditors with a general overview of the EEDC's finances and to show the EEDC's
accountability for the money it receives. If you have questions about this report or need
additional financial information, contact the EEDC' s administration office at:

Edinburg Economic Development Corporation
415 West University Drive
Edinburg, Texas 78541
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EDINBURGECONOMICDEVELOPMENT CORPORATION

STATEMENT OFNET POSITION

SEPTEMBER30, 2020

Primary Government

Data

Control Governmental

Codes Activities
ASSETS

1010 Cash and Cash Equivaents
1050 Taxes Receivable, Net
1150 Accounts Receivable, Net
1210 Notes Receivable, Net
1611 Restricted Cash
Capital Assets:
1710  Land Purchase and Improvements
1730  Buildings, Net
1750  Furniture and Equipment, Net

1000 Total Assets

DEFERRED OUTFLOWS OF RESOURCES

1997 Deferred Outflow Related to Pension Plan
1998 Deferred Outflow Related to OPEB

1500 Total Deferred Outflows of Resources

LIABILITIES

2010 Accounts Payable

2020 Wages and Salaries Payable

2250 Bonds Payable - Current
Noncurrent Liabilities:

2502  Bonds Payable - Noncurrent

2580 Net Pension Liability

2585  Net OPEB Liahility

2000 Total Liabilities

DEFERRED INFLOWS OF RESOURCES
2602 Deferred Inflow Related to Pension Plan
2603 Deferred Inflow Related to OPEB

2500 Total Deferred Inflows of Resources

NET POSITION

3200 Net Investment in Capital Assets
Restricted for:

3850  Restricted for Capital Acquisition

3860 Restricted for Debt Service

3890 Restricted for Other Purposes

3900 Unrestricted

3000 Total Net Position

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

1"

$ 5,437,202
1,178,534
304,641
13,367,204
13,419,681

4,984,283
1,269,571
1,830

39,962,946

140,015
15,760

155,775

50,000
76,582
1,090,000

25,855,000
584,135
109,717

27,765,434

46,530
3,966

50,496

3,255,684

8,341,632
3,036,233
2,041,816
(4,372,574)

3 1sore

EXHIBITA-1



EDINBURGECONOMICDEVELOPMENT CORPORATION

STATEMENT OFACTIVITIES

FORTHEYEARENDED SEPTEMBER30, 2020

EXHIBITB-1

Net (Expense)
Revenue and
Changes in Net
Position
Data Program Revenues
Control . .
Cod Operating _Primary Gov.
odes Charges for Grants and Governmental
Expenses Services Contributions Activities
Primary Government:
GOVERNMENTAL ACTIVITIES:
650 Economic Development and Assistance $ 5,001,653 $ 136,160 $ $  (4,865493)
700 Debt Service 1,869,120 - (1,869,120)
TOTAL PRIMARY GOVERNMENT $ 6,870,773 $ 136,160 $ (6,734,613)
Data
Control
Codes General Revenues:
5120 General Salesand Use Taxes 7,144,078
5200 Investment Earnings 136,161
5700 Notes Receivable Interest 674,073
Total General Revenues 7,954,312
Change in Net Position 1,219,699
Net Position-- Beginning 12,026,529
Prior Period Adjustment (943,437)
$ 12302791

Net Position - Ending

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

EXHIBITC-1

BALANCESHEET
GOVERNMENTAL FUNDS
SEPTEMBER30, 2020
Data
Control
Codes General
Fund

ASSETS
1010  Cash and Cash Equivalents $ 5437202
1050 Taxes Receivable 1,178,534
1150  Accounts Receivable, Net 304,641
1210  Notes Receivable, Net 13,367,204
1611  Restricted Cash 13,419,681
1000 Total Assets $ 33,707,262

LIABILITIES
2010  Accounts Payable $ 50,000
2020 Wages and Salaries Payable 76,582
2000 Total Liabilities 126,582

FUND BALANCE
3415 Long Term Loans/Notes Receivable 13,367,203
3470  Restricted for Capital Projects 8,341,632
3480 Restricted for Debt Service 3,036,233
3490 Other Restricted Fund Balance 2,041,816
3600 Unassigned Fund Balance 6,793,796
3000 Tota Fund Balance 33,580,680
4000 Total Liabilities and Fund Balance $

The notes to the financial statements are an integral part of this statement.
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EXHIBITC-2
EDINBURGECONOMICDEVELOPMENT CORPORATION

RECONCILIATIONOFTHEGOVERNMENTAL FUNDSBALANCESHEET TOTHE
STATEMENT OFNET POSITION

SEPTEMBER30,2020
Total Fund Balances - Governmental Funds $ 33,580,680
Capital assets used in governmental activities are not financial resources and (21,371,490)

therefore are not reported in governmental funds. In addition, long-term liabilities,
including bonds payable, are not due and payable in the current period, and, therefore
are not reported as liabilitiesin the funds. The net effect of including the beginning
balances for capital assets (net of depreciation) and long-term debt in the
governmental activitiesisto increase (decrease) net position.

Current year capital outlays and long-term debt principal payments are expendituresin 155,407
the fund financial statements,but they should be shown asincreasesin capital assets

and reductions in long-term debt in the government-wide financial statements. The

net effect of including the 2020 capital outlays and debt principal paymentsisto

increase (decrease) net position.

Current year GASB 68 changes for the TMRS Pension plan thisfiscal year required 177
that the EDC report their net pension liability in the Government Wide Statement of

Net Position. The items reported as a result of thisimplementation included a net

pension liability of $584,135 and a Deferred Resource Outflow of $140,015. The net

effect of these was to decrease the ending net position by $177.

Current year GASB 75 changes for the OPEB Pension plan this fiscal year required (3464)
that the EDC report their net pension liability in the Government Wide Statement of
Net Position.

The 2020 depreciation expense increases accumul ated depreciation. The net effect (58,519)
of the current year's depreciation is to decrease net position. ’

Net Position of Governmental Activities $ 12,302,791

The notes to the financial statements are an integral part of this statement.
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EDINBURGECONOMICDEVELOPMENT CORPORATION EXHIBITC-3
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCES
GOVERNMENTAL FUNDS
FORTHEY EARENDED SEPTEMBER 30, 2020

Data
Control General
Codes Fund
REVENUES:
5120 General Salesand Use Taxes $ 7,144,078
5200 Leaseand Rental 136,160
5550 Note Receivable Interest 674,073
5610 Investment Earnings 136,161
5020 Total Revenues 8,090,472

EXPENDITURES:
Conservation and Development:

0650  Economic Development and Assistance 4,939,847
Debt Service:

o700 Debt Service 2,799,120
Capital Outlay:

0800 Capital Outlay 170,000

6030 Total Expenditures 7,908,967

1100 Excessof Revenues Over 181,505

Expenditures -
OTHER FINANCING SOURCES (USES):

7912 Sale of Real and Personal Property 1,156

7080 Tota Other Financing Sources (Uses) 1,156

1200 Net Changein Fund Balance 182,661

0100 Fund Balance - October 1 (Beginning) 33,398,019

3000 Fund Balance - September 30 (Ending) $ 33,580,680

The notes to the financial statements are an integral part of this statement.
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EXHIBITC-4
EDINBURGECONOMICDEVELOPMENT CORPORATION

RECONCILIATION OFTHEGOVERNMENTAL FUNDSSTATEMENT OFREVENUES, EXPENDITURES,
AND CHANGESIN FUND BALANCESTOTHESTATEMENT OFACTIVITIES
FORTHEYEARENDED SEPTEMBER30, 2020

Total Net Change in Fund Balances - Governmental Funds $ 182,661

Current year capital outlays and long-term debt principal payments are expendituresin 1,008,844
the fund financial statements, but they should be shown as increasesin capital assets and

reductions in long-term debt in the government-wide financial statements. The net effect

of removing the 2020 capital outlays and debt principal paymentsisto increase

(decrease) the change in net position.

Current year GASB 68 changesin EDC's net pension plan liability, deferred outflows 177
and inflows related to the pension plan resulted in a net effect on the net position's ending
balance.

Current year GASB 75 changesin EDC's net pension plan liability, deferred outflows (3464)
and inflows related to the pension plan resulted in a net effect on the net position's ending
balance.

Depreciation is not recognized as an expense in governmental funds since it does not (58,519)
require the use of current financial resources. The net effect of the current year's
depreciation is to decrease the change in net position.

Changein Net Position of Gover nmental Activities $ 1,219,699

The notes to the financial statements are an integral part of this statement.
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EDINBURG ECONOMIC DEVELOPMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS
September 30, 2020

L SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Edinburg Economic Development Corporation(EEDC),acomponentunitofthe City of Edinburg, was
incorporated on April 23, 1990, under the Constitutionofthe State of Texas. The EEDC was organized on
behalfofthe City of Edinburg for the purpose of promoting the development of commercial, industrial, and
manufacturing enterprises within its city limits and encouraging new employment opportunities.

The EEDC is considered a 501(c)(4) corporation by the Internal Revenue Service, and thus, its income is
generally exempt from federal income taxation.

The Corporation prepares its basic financial statements in conformity with generally accepted accounting
principles promulgated by the Government Accounting Standards Board and other authoritative sources
identified in the Statement on Auditing Standards No. 69 of the American Institute of Celtified Public
Accountants and the requirements of contracts and grants of agencies from which it receives funds.

A. REPORTING ENTITY

Governmental Accounting Standards Board (GASB) Statement No. 14, "The Financial Reporting
Entity," provides guidance for determining which governmental organizations should be included within
a reporting entity. GASB No. 14 sets forth financial accountability as the basic criterion for inclusion of
a government unit in a governmental reporting entity. Financial accountability is defined as appointment
of a voting majority of the component units board and either the ability to impose its will by the primary
government or the possibility that the component unit will provide a financial benefit to or impose a
financial burden on the primary government. Due to the primary government' s ability to impose its will
on the EEDC, the EEDC is included as a component unit within the City of Edinburg's Audit
Comprehensive Annual Financial Report and is an integral part thereof.

B. GOVERNMENT-WIDE AND FUND FINANCIALSTATEMENTS

The Statement of Net Assets and the Statement of Activities are government-wide financial statements.
They report information on all of the Edinburg EDC's non-fiduciary activities with most of the interfund
activities removed. Governmental activities include programs supported primarily by taxes, State funds,
grants, and other intergovernmental revenues. Business-type activities include operations that rely to a
significant extent on fees and charges forsupport.

The Statement of Activities demonstrates how other people or entities that participate in programs the
EBDC operates have shared in the payment of the direct costs. The "charges for services" column
includes payments made by parties that purchase, use or directly benefit from goods or services provided
by a given function or segment of the EEDC. The "grants and contributions" column includes

amounts paid by organizations outside the EEDC to help meet the operational or capital requirements of
given function. If a revenue is not a program revenue, it is a general revenue used to support all of the
EEDC's functions. Taxes are always general revenues.

Interfund activities between governmental funds and between governmental funds and proprietary funds

appear as due to/due from on the Governmental Fund Balance Sheet and Proprietary Fund Statement of
Net Assets and as other resources and other uses on the governmental fund Statement of
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Revenues, Expenses and Changes in Fund Net Assets. All interfund transactions between governmental
funds are eliminated on the government-wide statements.

Interfund activities between governmental funds and enterprise funds remain on the government-wide
statements and appear on the government-wide State of Net Assets as internal balances and on the
Statement of Activities as interfund transfers. Interfund activities between governmental funds and
fiduciary funds remain as due to/due from on the government-wide Statement of Activities.

The fund financial statements provide reports on the financial condition and results of operations for three
fund categories - governmental, proprietary, and fiduciary. Since the resources in the fiduciary funds
cannot be used for the EEDC operations, they are not included in the government-wide statements. The
EEDC considers some governmental and enterprise funds major and reports their financial condition and
results of operations in a separate column.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues result from providing goods and services in connection with a proprietary fund's principal
ongoing operations; they usually come from exchange or exchange-like transactions. All other revenues
are non-operating. Operating expenses can be tied specifically to the production of the goods and
services, such as materials and labor and direct overhead. Other expenses are non-operating.

C. MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION

The government-wide financial statements use the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of the related cash flows. Property taxes are recognized
as revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements use the current financial resources measurement focus and the
modified accrual basis of accounting. With this measurement focus, only current assets, current
liabilities, and fund balances are included on the balance sheet. Operating statements of these funds
present net increases and decreases in current assets (i.e. revenues and other financing sources and the
expenditures and otherfinancing uses).

The modified accrual basis of accounting recognizes revenues in the accounting period in which they
become both measurable and available, and it recognizes expenditures in the accounting period in which
the fund liability is incurred, if measurable, except for unmatured interest and principal on long- term debt,
which is recognized when due. The expenditures related to certain compensated absences and claims and
judgments are recognized when the obligations are expected to be liquidated with expendable available
financial resources. The EEDC considers all revenues available if they are collectible within 60 days after

year-end.

Revenues from local sources consist primarily of sales taxes. Sales tax revenues and revenues received
from the State are recognized under the "susceptible to accrual" concept, that is, when they are both
measurable and available. The EEDC considers them "available" if they will be collected within 60 days
of the end of the fiscal year. Miscellaneous revenues are recorded as revenue when received in cash
because they are generally not measurable until received. Investment earnings are recorded as earned,
since they are both measurable and available.
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D. FUND ACCOUNTING

The EEDC reports the following major governmental funds:

1. The General Fund - The primary operating fund is the only major fund in the current fiscal

year. It accounts for all of the financial resources of the general government, except those
required to be accounted for in another fund.

Additionally, the EEDC reports the following government fund types:

1.

Debt Service Fund- Is used to account for the accumulation of resources for, and the payment
of, general long-term debt principal, interest and related costs. The debt service fund is not
reported as a major fund.

Capital Projects Fund - Is used to account for financial resources to be used for the
acquisition of capital assets or construction of major capital facilities. None of the capital
projects funds are major.

E. OTHER ACCOUNTING POLICIES

1.

In the government-wide financial statements long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental activities, business-type activities, or
proprietary fund type statement of net assets. Bond premiums and discounts, as well as, issuance
costs, are deferred and amortized over the life of the bonds using the effective interest method.
Bonds payable are reported net of the applicable bond premium or discount. Bond issuance costs
are reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as, bond issuance costs, during the current period. The face amount of debt
issued is reported as other financing sources. Premiums received on debt issuances are reported
as other financing sources while discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as
debt service expenditures.

Capital assets, which include land, buildings, furniture, and equipment [and infrastructure
assets] are reported in the applicable governmental or business-type activities columns in the
government-wide financial statements. Capital assets are defined by the EEDC as assets with
an initial, individual cost of more than $5,000 and an estimated useful life in excess of two
years. Such assets are recorded at historical cost or estimated historical costif purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the date of
donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets lives are not capitalized. Major outlays for capital assets and
improvements are capitalized as projects are constructed.
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Buildings, furniture, and equipment of the EEDC are depreciated using the straight-line method
over the following estimated useful lives. The estimated lives range from 5 to 20 years for
equipment, 10 to 40 years for improvements, and 40 years for buildings.

Restricted Assets: Certain proceeds of enterprise fund revenue bonds, as well as, certain
resources set aside for their repayment, are classified as restricted assets on the Balance Sheet
because their use is limited by applicable bond covenants.

Deferred revenues are those for which asset recognition criteria have been met, but for which
revenue recognition criteria have not been met. Monies collected in advance from federal or
state agencies are recorded as revenue in the year for which the expenditures are incurred.

When the EEDC incurs an expense for which it may use either restricted or unrestricted assets,
it uses the restricted assets first whenever they will have to be returned if they are notused.

In the fund financial statements, governmental funds report fund balance based on the following
classifications: non-spendable, restricted, committed, assigned Or unassigned. Restricted fund
balances are anlounts legally restricted by outside parties for use by a specific purpose.
Commitments of fund balance require approval of the Board of Directors through formal action.
The Board of Directors delegates the responsibility to assign fund balance to the Executive
Director or his/her designee, when appropriate. Funds will be utilized in the following order:
restricted, committed, assigned, and unassigned.

InJune 2012, the GASBissued GASB Statement No. 68, Accounting and Financial Reporting
for Pensions - an Amendment to GASE Statement No. 27, effective for fiscal years beginning
after June 15, 2014. The objective of GASB Statement No. 68 is to improve accounting and
financial reporting for pensions that are provided to the employees of state and local
governmental employers through pension plans that arc administered through certain trusts.
GASB Statement No. 68 establishes standards for measuring and recognizing liabilities,
deferred outflows of resources and deferred inflows of resources, and expense/expenditures.
GASB Statement No. 68 also identifies the methods and assumptions thatshould be used to
project benefit payments, discount projected benefit payments to their actuarial present value,
and attribute that present value to periods of employee service. Inaddition, GASB Statement
No. 68 addresses the recognition and disclosure requirements for employers with liabilities
(payables) to a defined benefit pension plan and for employers whose employees are provided
with defined contribution pensions. Management is evaluating the effects that the full
implementation of GASB Statement No. 68 will have on its financial statements for the year
ended September 30, 2020.

The EEDC adopted GASB Statement No. 75 for Accounting and Reporting for Other Post-
EmploymentBenefits Other Than Pensions.
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DEPOSITS AND INVESTMENT

The EEDC Depository Agreement requires its designated financial institution to secure by collateral
valued at fair value, less the amount of the Federal Deposit Insurance Corporation insurance. At
September 30, 2020, the EEDC's deposits were entirely covered by federal deposit insurance or
were secured by collateral held by the pledging financial institution 's agent in the EEDC's name,
pursuant to the Depository Agreement. The bank balance consisted of the following at September
30, 2020:

Bank Bank Statement Balance

Plains Capital Bank 1,000,000
Plains Capital Bank 4,752,959
Plains Capital Bank 184,958
Plains Capital Bank 1,276,473
Plains Capital Bank 549,402
Texas National Bank 800,000
Greater State Bank 1,492,414
TexStar 774,802
TexStar 8,341,632

Total Bank Deposits 19,172,639

The Public Funds Investment Act (Government Code, Chapter 2256) contains specific provisions in
the areas of investment practices, management reports, and establishment of appropriate policies.
Among other things, it requires the EEDC to adopt, implement, and publicize an investment policy.
That policy must address the following areas: (1) safety of principal and liquidity (2) portfolio
diversification (3) allowable investments (4) acceptable risk levels (5) expected rates of return (6)
maximum allowable stated maturity of portfolio investments (7) maximum average dollar- weighted
maturity allowed based on the stated maturity date for the portfolio (8) investment staff quality and
capabilities (9) and bid solicitation preferences for certificates of deposit. Statutes authorize the City
to invest in (1) obligations of the U.S. Treasury, certain U.S. agencies, and the State of Texas (2)
certificates of deposit (3) certain municipal securities (4) money market savings accounts (5)
repurchase agreements (6) bankers acceptance (7) Mutual Funds (8) Investment Poo Is

(9) guaranteed investment contract (10) and common trust funds.

The Act also requires the EE DC to have independent auditors perform test procedures related to
investment practices as provided by the Act. The EEDC is in substantial compliance with the
requirements of the Act and with local policies.

Credit Risk: To limit the risk that an issuer or other counterparty to an investment will not fulfill its
obligations the EEDC limits investments to Certificates of Deposits, Public Funds Investment Pools
and Guaranteed Investment Contracts, collateralize d by the U.S. Government Securities. As of
September 30, 2020, the EEDC's investments were secured by the U.S. Government Securities,
pursuant to the Depository Agreement.

Custodial Credit Risk for Investments: State la w requires governmental entities to contract with
financial institutions in which funds will be deposited to secure those deposits with insurance or
pledged securities with a fair value equaling or exceeding the amount on deposit at the end of each
business day. The pledged securities must be in the name of the governmental entity and held by the
entity or its agent. Since the EEDC complies with this law, it has no custodial credit risk for deposits.
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Concentration of Credit Risk: To limit the risk of loss attributed to the magnitude of a government'
s investment in a single issuer, the investment portfolio shall be diversified in terms of investment
instruments maturity scheduling, and financial institution s. To further limit the risk, all of the EEDC
has 100% of its investmentin Celtificates of Deposits.

Interest Rate Risk: To limit the risk that changes in interest rates will adversely affect the fair value
of investments, the EEDC requires that the investments shall be monitored by using specific

identification.

Foreign Currency Risk for Investments: The EEDC limits the risk that changes in exchanges rates
will adversely affect the fair value of an investment. At year-end, the EEDC was not exposed to

foreign currency risk.

AGGREGATE RECEIVABLES

The aggregate receivables at September 30, 2020, were:
Notes Receivable- Santana Textile 13,640,004
Allowance for Uncollectible Notes (272,800)
Accounts Receivable 1,588,422
Allowance for Uncollectible (1,283,781)
Sales Tax Receivable 1,178,534
Total Receivable, net 14,850,379

The notes receivable (Santana Textiles) net account is comprised of two (2) notes from Santana
Textiles, LLC. The first note originated on April 16, 2010, in the amount of $5,000,000. The
second note originated on August30,2011,in the amount of $10,000,000. Listed below are dates
in which the EEDC and Santana Textiles, LLC agreed to Reinstatement, Modify, Renew, and
Extend the Note Receivableagreement. Under the most recent modification, December 17,2017,
the terms and amounts agreed for September 30, 2020, were as follows:

The $5,000,000 note receivable from Santana Textiles, LLC has payments of $23,167 monthly,
including principal and interest (4.25%) beginning November 21, 2017, and ending upon maturity
on October 21,2022.

The $10,000,000 note receivable from Santana Textiles, LLC has payments of $52,658
monthly, including principal and interest (4.25%) beginning November 21, 2017, and ending
upon maturity on October 21, 2022.

Santana Textile has ceased operations and is in default of loan payments and interest and is currently
under an agreement to cover delinquent property taxes with Hidalgo County. EEDC is secondary lien
holder on Loan until a compliance date of April 24, 2022. Management of EEDC feels that a satisfactory
agreement will be placed on that date to satisfy the pending receivable either by contracting with other
companies to take over the project or through asset liquidation.

The combined balance of the notes receivable is $13,640,004. An allowance for uncollectible has
been setup at 2% of the note receivable balance. An additional allowance for uncollectible has
been set up for the accrued interest and late fees that have been outstanding for over 90 days,
the total allowance for uncollectible balance is $1,556,581 which brings the notes receivable,
net balance to $12,083,422. A Cross-Collateralization and Cross-Default and Security Agreement
was executed on August 30, 2011 and recorded in the Office of the County Clerk of Hidalgo
County, Texas as Document No. 2237059 for both Notes.

22



JV.

VI.

EDINBURG ECONOMIC DEVELOPMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS
September 30, 2020

ACCOUNTS PAYABLE
The accounts payable at September 30, 2020, were:
Salaries and Benefits 76,582
Management Fees 50.000
Total Accounts Payable 126,582
REPLACEMENT FOR RESERVES
As of September 30, 2020, the replacement for reserves consisted of the following:
Account Reserve Required Balance at 09/30/20 Overfunded/Underfunded
Greater State Bank- Series 2015 Reserves 1,467,450 1,492,414 24,964
TexStar Series 19 Bond Reserve 768,049 774,802 6,753
On March 27, 2018, the EEDC Board of Directors held a Board meeting and authorized the
Executive Director to replenish the Reserve account of the Sales Tax Revenue Refunding Bonds,
Taxable Series 2015 to its original balance of $ 1,467,450. The EEDC Board took the steps to
correct the inappropriate utilization of the Reserve Account funds by the EEDC to meet its semi-
annual 2015 bond payments. At September 30, 2020, the Reserve Account had a balance of
$1,492,414.
REVENUE FROM LOCAL AND INTERMEDIATE SOURCES

During the current year, revenue s from local and intermediate sources consisted of the following:

General Fund
Sales and Use Taxes 7,144,078
Investment Income 136,161
Rental Income 136,160
Note Receivable Interest 674,073
Total 8,090,472
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VII. CAPITAL ASSETS

A summary of changes in capital assets follows:

Primary Government

For the Years Ended September 30, 2019 Additions  Retirements  Adjustments 2020
Capital assets not being depreciated:
Land 5,309,765 170,000 (495,482) - 4,984,283
Total capital assets not being depreciated 5,309,765 170,000 (495,482) - 4,984,283
Capital assets being depreciated:
Buildings 2,602,371 - (527,222) 1 2,075,150
Furniture and equipment 176,260 - (135,197) (1) 41,062
Total capital assets being depreciated 2,778,631 - (662,419) - 2,116,212
Less: accumulated depreciation for:
Buildings (824,923) (57,152) 76,495 1 (805,579)
Furniture and equipment (174,677) (1,367) 136,811 1 (39,232)
Total accumulated depreciation (999,600) (58,519) 213,306 2 (844,811)
Total capital assets, being depreciated, net 1,779,031 (58,519) (449,113) 2 1,271,401
Governmental activities capital assets, net 7,088,796 111,481 (944,595) 2 6,255,684

VIII. LONG-TERM DEBT

Long-term debt consists of the following at September 30, 2020:

$13,715,000 Sales Tax Revenue Refunding Bonds 2015to the Bank of New York Mellon
TrustCompany, N.A.; payable in monthly installmentsof $8,333 plus interest of 5.55%,
maturing August 2035, and is collateralized by economic development sales and

use tax receipts.

$2,300,000Bond Issue Series 2013 A; payable inmonthly installments of$ 18,750 plus

interestof3.12%, maturing November 30,2024, andis collateralized by economic

development salesand use tax receipts.

$ 13,235,000

1,005,000

$4575,000 Bond Issue Series 2013B; payable inmonthly installments of $37,500 plus

interestof 3.04%, maturingNovember 30,2024,andis collateralizedbyeconomic

development sales and use tax receipts.

$10,840,000 Bond Issue Series 2019; payable in monthly installments plus

interest maturing September 30, 2044.
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Annual debt service requirements to maturity for the EEDC's general long-term debt are as follows:

Fiscal Year Principal Interest
2021 1,090,000 1,134,479
2022 1,125,000 1,098,280
2023 1,160,000 1,060,926
2024 1,200,000 1,022,354
2025 1,245,000 980,382

2026-2030 7,020,000 3,776,272

2031-2035 8,710,000 2,731,844

2036-2040 2,705,000 1,061,500

2041-2045 2,690,000 344,250

26,945,000 13,210,286

A summary of changes in long-term debt follows:

Changes in Long-Term Liabilities
For the year ended September 30, 2020

2019 Additions Reductions 2020 Current Portion
Bonds payable
Series 2013A 1,240,000 - (235,000) 1,005,000 240,000
Series 2013B 2,460,000 - (465,000) 1,995,000 475,000
Taxable Series 2015 13,335,000 - (100,000) 13,235,000 110,000
Series 2019 10,840,000.00 - (130,000) 10,710,000 265,000
Total Bonds Payable 27,875,000 - (930,000) 26,945,000 1,090,000
Net pension liability 612,383 - (28,248) 584,135 -
OPEB Liability 133,915 - - 133,915 -
Total Long-Term Debt 28,621,298 - (958,248) $27,663,050 1,090,000
IX. DEFERRED TFLOWS AND INFL F RE RCE

Governmental funds report deferred inflows in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period. Governmental funds also defer
revenue recognition in connection with resources that have been received, but not yet earned.

At the government-wide financial statements, deferred outflows include deferred charges on
refunding of the bonds.

25



EDINBURG ECONOMIC DEVELOPMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS
September 30, 2020

As of September 30, 2020, the various components of deferred outflows and inflows of resources
are as follows:

Deferred Outflow Related to TMRS Pension 140,015
Deferred Outflow Related to OPEB 15,760
Total Deferred Outflows 155,775
Deferred Inflow Related to TMRS Pension 46,530
Deferred mflow Related to OPEB 3,966
Total Deferred Inflows 50,496

Employee Retirement Benefit
Texas Municipal Retirement System

Plan Description

The EEDC participates as one of the 887 plans in the nontraditional, joint contributory, hybrid
defined benefit pension plan administered by the Texas Municipal Retirement System (TMRS),
thn.1 the City of Edinburg (City).

TMRS is an agency created by the State of Texas and administered in accordance with the TMRS
Act, Subtitle G, Title 8, Texas Government Code (the TMRS Act) as an agent multiple-employer
retirement system for municipal employees in the State of Texas. The TMRS Act places the general
administration and management of the System with a six-member Board of Trustees. Although the
Governor, with the advice and consent of the Senate, appoints the Board, TMRS is not fiscally
dependent on the State of Texas. TMRS's defined benefit pension plan is a tax-qualified plan under
Section 401 (a) of the Internal Revenue Code. TMRS issues a publicly available comprehensive
annual financial report (CAFR) that can be obtained at www.tmrs.com.

All eligible employees ofthe EEOC are required to participate in TMRS, as are employees of the
City.

All terms, conditions and benefits of EEDC employees are identical to the City's employees and
covered under the City's plan with TMRS.

Benefits Provided
TMRS provides retirement, disability, and death benefits. Benefit provisions are adopted by the

governing body of the City, within the options available in the state statutes governing TMRS and
apply to EEDC employees.
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At retirement, the benefitis calculated as if the sum of the employee's contributions, with interest, and
the City-financed monetary credits with interest were used to purchase an annuity. Members may
choose to receive their retirement benefit in one of seven payment options. Members may also choose
toreceive a portion of their benefit as a Partial Lump Sum Distribution in an amount equal to 12,24 or
36 monthly payments which cannot exceed 75% of the member' s deposits and interest.

Employees Covered by Benefit Terms

At the December 31, 2019 valuation and measurement date, the following city employees which
include EEDC employees were covered by the benefit terms:

As of December 31.2019

Inactive employees or beneficiaries currently receiving benefits 282
Inactiveemployees entitled to but notyetreceivingbenefits 399
Active employees 854
Total — 1535
Contributions

The contribution rates for employee s in TMRS are either 5%, 6%, or 7% of employee gross
earnings, and the City matching percentages are either 100%, 150%, or 200% both as adopted by
the governing body of the City. Under the state law governing TMRS, the contribution rate for
each city is determined annually by the actuary, using the Entry Age Normal (BAN) actuarial cost
method. The actuarially determined rate is the estimated amount necessary to finance the cost of
benefits earned by employees during the year, with an additional amount to finance any unfunded
accrued liability.

Employees for the City were required to contribute 7% of their annual gross earnings during the
fiscal year. The contribution rates for the City were 14.39 %and 14.47% in the calendar years 2019
and 2020, respectively. The City's contribution to TMRS for the yearended September 30, 2020,
were $5,499,792 and were equal to the required contributions.

Net Pension Liability
The EEDC's Net Pension Liability (NPL) is included in the City's Net Pension Liability (NPL) and
was measured asof December 31, 2019 and the Total Pension Liability (TPL) used to calculate the

Net Pension Liability was determined by an actuarial valuation as of thatdate. There is no specific
information as it relates to the EEDC's portion.
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Actuarial Assumptions

The Total Pension Liability in the December 31, 2019 actuarial valuation was determined using the
following actuarial assumptions:

Inflation 2.50%
Overall payroll growth 3.50%
Investment rate of return =~ 6.75%

Salary increases were based on a service-related table. Mortality rates for active members,
retirees, and beneficiaries were based onthe gender-distinct RP2000 Combined Healthy Mortality
Tables with Blue Collar Adjustment, with male rates multiplied by 109% and female rates
multiplied by 103%. The rates are projected on a fully generational basis by scale BB to account
for future mortality improvements. For disabled annuitants, the gender-distinct RP2000
Combined Healthy Mortality Tables with Blue Collar Adjustment are used with males' rates
multiplied by 109% and female rates multiplied by 103% with a 3-year set-forward forboth males
and females. In addition, a 3% minimum mortality rate is applied to reflect the impairment for
younger members who become disabled. The rates are projected on a fully generational basis by
scale BB to account for future mortality improvementssubject to the 3% floor.

Actuarial assumptions used in the December 31, 2019 valuation were based on the results of
actuarial experience studies. Theexperience study in TMRS was forthe period December 31,2010
through December 31, 2014. Healthy post-retirement mortality rates and annuity purchase rates
were updated based on a Mortality Experience Investigation Study covering 2009 through 2011
and dated December 31, 2013. These assumptions were first used in the December 31, 2013
valuation, along with a change to the Entry Age Normal (EAN) actuarial cost method.
Assumptions are reviewed annually. Plan assets are managed on a fofal return basis with an
emphasis on both capital appreciations, as well as, the production of income, in order to satisfy
the short-term and long-term funding needs TMRS.
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The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These rangesare combined to produce the long-term expected rate of return by
weighting the expected inflation. In determining their best estimate of a recommended investment
return assumption under the various alternative assetallocation portfolios, GRS focused onthe area
between (1)arithmetic mean (aggressive) without anadjustment for time (conservative)and (2) the
geometric mean (conservative) with an adjustment for time (aggressive). At its meeting on July
30, 2015, the TMRS Board approved a new portfolio target allocation. The target allocation and
best estimates of real rates of return for each major asset classin fiscal year 2020 are summarized
in the followingtable:

Long-term
Expected Real
Rate of Return
Asset Class Target Allocation (Arithmetic)
Global Equity 30.0% 5.30%
Core Fixed Income 10.0% 1.25%
Non-Core Fixed Income 20.0% 4.14%
Real Return 10.0% 3.85%
Real Estate 10.0% 4.00%
Absolute Return 10.0% 3.48%
Private Equity 10.0% 7.75%

Total 100.0%

The discount rate used to measure Total PensionLiability was 6.75%. The projections cash flow
used to determine the discount rate assumed that employee and employer contributions will be
made at the rates specified in statute. Based on that assumption, the pension plan's Fiduciary Net
Position was projected to be available © make all projectd future benefit payments of current
active and inactive employees. Therefore, the long-term expected rate of return on pension plan
investments was applied toall periods of projected benefit payments to determine the Total Pension

Liability.
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Schedule of Changes in Net Pension Liability

Total Pension Plan Fiduciary

Net Pension

Liability Net Position Liability
@ (W) (@)-(b)

Net Pension Liability Beginning $148,383,203  $111,223,541 $37,159,662
Changes for the year:
Service cost 6,001,648 6,001,648
Interest 10,025,754 10,025,754
Change of benefit terms - -
Difference between expected and actual experience 588,622 588,622
Changes of assumptions 674,533 674,533
Contributions-employer 5,499,792 (5,499,792)
Contributions-employee 2,681,017 (2,681,017)
Net nvestment income 17,217,376 (17,217,376)
Benefit payments, including refunds of employee (5,708,662) (5,708,662) -
contributions
Administrative expense (97,159) 97,159
Other changes (2,919) 2,919
Net Changes 11,581,895 19,589,445  (8,007,550)
Net Pension Liability Ending 159,965,098 130,812,986 29,152,112

The amount presented above includes pension liabilities for the City's discretely presented
component units. At September 30, 2020, the City's Governmental Activities portion of the net
pension obligation was $21,911,838, and the Business type activities was $6,287,940, the Boys &
Girls Club of Edinburg's portion was $368,199, and the EEDC's portion was $584,134. The total
net pension liability for the Primary Government was$28,199,777.

Sensitivity of the Net Pension Liability to Changes in the Discounted Rate

The following presents the Net Pension Liability of the City, calculated using the discount rate of
6.75%, as well as, what the City's Net Pension Liability would be if it were calculated using a
discount rate that is 1-percentage point lower (5.75%) or 1-percentage point higher (7.75%) than the

current rate:

1% Decrease Current Smglle Rate 1% Increase
Assumption
5.57% 6.75% 7.75%
Governmental Activities net pension liability $41,960,527 21,911,838 $5,812,921
Business type activities net pension liability 12041220.58 6,287,940 1,668,107
Boys & Girls Club 705,090 368,199 97,678
Edinburg EDC's net pension liability 1,118,601 584,135 154,963
Total net pension liability $55,825,439 $29,152,112 $7,733,670
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Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related
to Pensions

For the year ended September 30, 2020, the City and component units recognized a combined pension
expense of $1,259,477. At September 30, 2020, the City reported deferred outflows of resources and
deferred inflows of resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual experience 947,840 1,700,395
Changes in actuarial assumptions 542,530 44,575
Dlﬂ“e.rences between projected and actual investment ] 3.928.907
earnings
Contributions Subsequent to Measurement Period 4,413,760 -
Total 5,904,130 5,673,877

Of the total deferred outflows relating to the pension plan, $4,415,927 is reported in Governmental
Activities, $1,239,597 is reported in Business-Type Activities. The Boys and Girls Club of Edinburg'
s portion is $108,591, and the remaining $140,015 pertains to the EEDC.

Of the total deferred inflows relating to the pension plan, $4,427,278 is reported in Governmental
Activities, $1,101,832 is reported in Business-Type Activities. The Boys and Girls Club of
Edinburg's portion is $98,237, and the remaining $46,530 pertains to the EEDC.

$4,413,760 reported as deferred outflows of resources related to pensions resulting from
contributions subsequent to the measurement date will be recognized as a reduction of the Net
Pension Liability for the year ending September 30, 2020. Other amounts reported as deferred
outflows and the inflows of resources related to pensions will be recognized in pension expense as
follows:

Net Deferred
Outflows

(Inflows) of

Resources
2020 (1,296,564)
2021 (1,197,115)
2022 234,616
2023 (1,876,049)
2024 27,190
Thereafter -
Total (4,107,922)
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OTHER POST EMPLOYMENT BENEFITS
Plan Description

The EEDC, thru the City also participates in the cost sharing multiple-employer benefit group-term
life insurance plan operated by the Texas Municipal Retirement System (TMRS) known as the
Supplemental Death Benefits Fund (SDBF). The City elected, by ordinance, to provide group-term
life insurance coverage to both current and retired employees. The City may terminate coverage
under and discontinue participation in the SDBF by adopting an ordinance before November 1 of
any year to be effective the following January 1.

Benefits

The death benefit for active employees provides a lump-sunlpayment approximately equal to the
employee's annual salary (calculated based on the employee's actual earnings, for the 12-month
period preceding the month of death); retired employees are insured for $7,500; this coverage is an
"other postemployment benefit," or OPEB plan.

Contributions

The EEDC, thruthe City contributes to the SDBF at a contractually required rate as determined by an
annual actuarial valuation. The rate is equal to the cost of providing one-year term life insurance.
The funding policy forthe SDBF program is to assure that adequate resources are available to meet
all death benefit payments for the upcoming year; the intent is not to pre-fund retiree term life
insurance during employees' entire careers.

As of December 31, 2019, the following employee s were covered by the benefits terms:

Inactive employees currently receiving benefits 219
Inactive employees entitled to but not yet receiving benefits 38
Active employees 854
Total

1111

Accounting Policy

GASB 75 requires employers to recognize the total OPEB liability and the OPEB expense on their
financial statements. The OPEB expense recognized each fiscal year is equal to the change in the
total OPEB liability from the beginning of the year to the end of the year, adjusted for deferred
recognition of certain changes in the liability. An irrevocable trust has not been established that
meets the criteria in paragraph 4 of GASB Statements No.75. Therefore, the Plan is not accounted
for as a trust fund. The plan does not issue a separate financial report.
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Funding Policy

The benefits levels and contribution rate are approved annually by the city management t and the
City Council as part of the budget process. By the City not contributing anything toward this plan
in advance, the city employs a pay-as-you-go method through ensuring the annual retiree
contribution are equal to the benefits that are paid on behalf of the retirees. OPEB expenses for the
SDBF program as actuarially determined for the city was $11,490 and $2,842,479 for Health
Insurance program.

Actuarial Methods and Assumptions

Significant methods and assumptions used in the December 31, 2019, actuarial valuation for the
SDBF program are as follows:

SDBF Program

Inflation 2.50%

Salary Increases 3.50% to 11.5% includinginflation

Discountratee 2.75%

Retirees'share of benefit-relatedcosts ~ $0

Administrative expenses All administrative expenses are paid through the Pension Trust and
accounted forunder reporting requirements under GASB Statement No. 68

Mortality rates - service retirees 2019 Municipal Retirees of Texas Mortality Tables. The rates are

projected on a fully generational basis with scale UMP.

Mortality rates — disabled retirees 2019 Municipal Retirees of Texas Mortality Tables with a 4 year set
forward for males and a 3 year set-forward for females. In addition, a 3.5%
and 3% minimum mortality rate will be applied to reflect the impairment
for younger members who become disabled for males and females,
respectively. The rates are projected on a fully generational basis by Scale
UMP to account for future mortality improvements subject to the floor.
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Health Insurance Program
Inflation 2.50%
Salary Increases 3.50% to 11.50% including inflation
Discount Rate:
Prior Measuremen Date 2.66%
Measurement Date 2.21%

Pub-2010 General and Public Safety Employees / Retirees Headcount-
Mortality Table Weighted Mortality Tables projected fully generationally using scale
MP-2020

5.70% from 2020 to 2021 decreasing gradually to

Health Care Cost Trends )
an ultimate rate of 4.04% by 2075

These assumptions are estimates of the future experience with respect to rates of mortality, disability,
turnover, retirement, rate or rates of investments income and compensations increase. The actuarial
valuation report determines, as of the actuarial valuations date, the service cost, total OPEB liability,
and related actuarial present value of projected benefits.

Total OPEB Liability

The total OPEB Liability for the SDBF and Health Insurance Program respectively of$1,765,479
and $28,227,567 was determined by an actuarial valuation as of December 31, 2019.
The total OPEB liability and related information are as follows for the city at December 31, 2019:

SDBF Program
As of Measurement Date of December 31, 2019

Actuarial Valuation and Measurements Date, December 31,2019 Total OPEB Liability

Total OPEB Liability - beginning of year

$1,415,523
Changes for The year
Service Cost 57,450
Interest on Total OPEB Liability 53,368
Changes of benefit terms -
Differences between expected and actual experience (64,335)
Changes in assumptions or other inputs 314,963
Benefit payments ** (11,490)
Net changes 349,956
Total OPEB Liability - end of year $1,765,479
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Health Insurance Program

Total OPEB Plan Fiduciary Net OPEB
Liability Net Position  Liability

(@) (b) (@)-(b)

Net Pension Liability Beginning $23,450,817 - $23,450,817
Changes for the year:

Service cost 1,500,352 1,500,352
Interest 654,662 654,662
Change of benefit terms - -
Difference between expected and actual experience 1,062,821 1,062,821
Changes of assumptions 2,243,038 2,243,038
Contributions-employer 684,123 (684,123)
Contributions-employee - -
Net investment income - -
Benefit payments, including refunds of employee (684,123) (684,123) -
contributions

Administrative expense - -
Other changes - -
Net Changes 4,776,750 - 4,776,750
Net Pension Liability Ending 28,227,567 - 28,227,567

OPEB Expense and Deferred Outflows of Resources Related to OPEBs:

For the year ended September 30, 2020, the city recognized OPEB expenses of $152,440 for the
SDBF Program and $2,842,479 for the Health Insurance program.

OPEB Expense:
Service cost 57,450
Interest on total OPEB Hhability 53,368

Changes in benefit terms -
Employer administrative costs -
Recognition of deferred outflows/inflow s of resources:

Differences between expected and actual experience (5,154)
Changes in assumptions or other inputs 46,776
Total OPEB expense 152,440
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Health Insurance Program

OPEB Expense:
Service cost 1,500,352
Interest on total OPEB lability 654,662

Changes in benefit terms -
Employer administrative costs

Recognition of deferred outflows/inflow s of resources:

Differences between expected and actual experienc 139,877
Changes in assumptions or other nputs 547,588
Total OPEB expense 2,842,479

The city shall include contributions made subsequence to the measurement date through the City's
fiscalyear end as deferred outflows resources.

Other amounts to reported as deferred outflow related to OPEB will be recognized in OPEB
expense as follows:

Deferred Deferred

(Inflows) Outflows
Deferred (Inflows)/Outflows of Resources: of Resources of Resources
Differences between expected and actual experience OPEB Death 55,144 21,112
Differences between expected and actual experience OPEB Health - 972,112
Changes in assumptions and other inputs - OPEB Death 81,127 343,120
Changes in assumptions and other inputs - OPEB Health 650,732 4,346,786
Contributions made subsequent to measurement date N/A 45,754
Total $787,003 5,728,884

Sensitivity of the Total OPED Liability to changes in the Discount Rate

The following presents the total OPEB liability of the City, calculated using the discount rate of
(2.75%) as well as what the city's total OPEB liability would be if it were calculated using a
discountrate thatis 1- percentage-pointlower (1.75%) or 1-percentage-pointhigher(3.75%) than
the current discountrate:

SDBF Program - Current Discount

1% Decrease | Current Discount Rate 1% Increase
1.75% 2.75% 3.75%
Total OPEB Liability 2,198,831 1,765,479 1,441,606
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Health Insurance Program - Current Discount

1% Decrease |Current Discount Rate| 1% Increase
Healthcare Cost Trend 1.21% 2.21% 3.21%
1% Decrease 24,542,572
Current 31,128,869 28,227,567 25,570,246
1% Increase 32,678,699

TheCity's contributions tothe TMRS SDBF for the year ended 2019 was $45,754 which equaled
the required contributions.

Schedule of Contributions
(retiree-only portion of the rate, for OPEB)

Total SDB Retiree Portion of SDB
Plan/Calendar Year  Contribution (Rate) Contribution (Rate)
2020 0.15% 0.03%
2019 0.15% 0.03%
2018 0.15% 0.03%
2017 0.14% 0.03%

RISK MANAGEMENT

The EEDC maintains insurance forall business and government functions of which it may be liable
for claims, through the City of Edinburg, Texas. The more significant of these include general
liability insurance, property insurance covering the EEDC's industrial park buildings and
structures, and the Executive Director and Board of Directors. Employees were covered by a fully-
insured health insurance plan provided by the City of Edinburg. There have been no significant
reductions iz insurance coverage.

JAXINCREMENT REINVESTMENT ZONE

In 1997, the City Council approved Ordinance No. 1915 which created a tax increment
reinvestment zone pursuant to Chapter 311 ofthe Texas Code. This was originally designated as
Reinvestment Zone Number One, City of Edinburg, Texas (1997 Zone). However, no public or
private improvements were made to the 1997 Zone and expected development never materialized.
Therefore, on November 18, 2008, an ordinance was passed terminated the 1997 zone. However,
the new zone established in 2007 (TIRZ #1 described below) was inadvertently named
Reinvestment Zone Number One, City of Edinburg, Texas. Since the 1997 Zone was terminated,
there was no need to change the name of the 2007 tax increment zone. There is no Tax Increment
Zone Number Two. Reinvestment Zone Number One, City of Edinburg, Texas (TIRZ #1) is a
reinvestment zone created by the City of Edinburg, pursuant to the Tax Increment Financing Act,
Chapter 311, Texas Tax Code. Creation of the tax increment zone along with an economic
development agreement between the City of Edinburg, Hidalgo County, the Edinburg Economic
Development Corporation, the City of Edinburg Local Government Finance Corporation, andthe
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developer, allowed forproperty taxincrement fundingtosupportdevelopmentactivitiesrelating
to the development of a retail shopping center containing approximately 800,000 square feet
in multiple buildings. On March 16, 2015, the development agreement with First Harford
Realty Corporation dated February 20,2007 and subsequently amended on August 16 and
November 15, 2011 was cancelled. All work under the agreement had been performed by the
developer and the City desired to use TIRZ #1 to help finance the repayment of debt issued for
the construction of a new municipal facility in TIRZ #4.

Under the developer agreement, the City was required to provide a Chapter 380 Grant Reimbursement
equal to the difference between $8,000,000 and the public infrastructure reimbursement. This was
being paid from the City's dedicated 1% sales tax revenues within TIRZ #1. The remaining amount
due to the developer under the agreement was $1,575,266. In addition, the EEDC owed a remaining
balance of $1,975,684, for a total amount of $3,547,950. Under the agreement to terminate the
economic development agreement, both the City and the EEDC agreed to pay off these balances. In
return, the developer would release both the City and the EEDC from future obligations under the
agreement. The amount needed to pay off this balance was provided by a contribution from the
Vipers Arena, LLC. Tax increment revenues received by the City of Edinburg are deposited into a
separate bank account designated for the tax increment reinvestment zone and transferred to the City
of Edinburg Local Government Finance Corporation for the purpose of discharging obligations arising
out of Public Infrastructure Bonds issued for which tax increment revenues have been pledged. Other
than the City of Edinburg and Hidalgo County, no other taxing jurisdictions are participating in TIRZ
#1. At the expiration of the term of the tax increment zone, any remaining tax increment revenues
will be distributed into the general fund of the City in proportion to its contribution s to the zone for
the tax year most recently ended.

Reinvestment Zone Number One, City of Edinburg, Texas, has a Board of Directors composed of
six members, with one of the members appointed by Hidalgo County and the remaining five
members appointed by the City Council ofthe City. Each Board Member serves a two-year term.
The zone is managed by the City of Edinburg Local Government Finance Corporation, which is
presented as a blended component unit of the City. Reinvestment Zone Number Three, City of
Edinburg, Texas (TIRZ #3), isa reinvestment zone created by the City of Edinburg, pursuant to the
Tax IncrementFinance Act, Chapter 311, Texas Tax Code. The zone was created on November
18, 2008. Creation of the tax increment zone along with an economic development agreement
between the City of Edinburg, Hidalgo County, the City of Edinburg Local Government Finance
Corporation, and the developer, allows for property tax increment funding to TIRZ #3 to support
qualifying development activities related to 704 acres of land located in the northeast quadrant of
the City. The developer will be responsible for the development and construction of'the project at
their cost and expense. Inexchange, taxes generated in TIRZ #3 will reimburse the developer for
all, or a portion of reimbursable public infrastructure costs as defined in the agreement. Tax.
increment revenues received by the City of Edinburg are deposited into a separate bank account
designated for the tax incrementreinvestment zone and transferred to the City of Edinburg Local
Government Finance Corporation forthepurposeofdischargingobligationsunderthedevelopment
agreement. Other than the City of Edinburg and Hidalgo County, no other taxing jurisdictions are
participating in TIRZ#3. Perthe development agreement, the City will contribute the lesser of the
tax rate of $0.52 per $100 of assessed valuation or the City's then current maintenance and
operations tax rate for the applicable year. The zone will terminate upon the earlier of (i) the date
on which thereimbursement commitments ortax increment bonds have been fully paid or defeased

38



XIII.

EDINBURG ECONOMIC DEVELOPMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS
September 30, 2020

in accordance with the terms of the development agreement or (i1) 30 years (December 31, 2045)
from the effective date of the ordinance creating the zone. At the expiration ofthe term of the tax
increment zone, any remaining tax increment revenues will be distributed into the general fund of
the City in proportion to its contributions to the zone for the tax year most recently ended.
Reinvestment Zone Number Three, City of Edinburg, Texas, has a Board of Directors composed
of five members, with one of the members appointed by Hidalgo County, and the remaining four
members appointed by the City Council ofthe City. Each Board Member serves a two-year term.
The zone is managed by the City of Edinburg Local Government Finance Corporation, which is
presented as a blended component unit of the City.

Reinvestment Zone Number Four, City of Edinburg, Texas (TIRZ #4), is a reinvestment zone
created by the City of Edinburg, pursuant to the Tax Increment Financing Act, Chapter 311, Texas
Tax Code. The zone was created on November 19,2013. Creation of the tax incrementzone allows
for property tax increment funding to TIRZ #4 to support financing of costs associated with the
construction of public improvements related to several possible development and redevelopment
projects, including the construction ofa mW licipal facility. On March 1,2015, an agreement was
entered into between the City, the LGFC, TIRZ#1, TIRZ #4, and the EEOC. Under the terms of
the agreement, the LGFC will aid in the financing, constructing, furnishing, and owning of an
indoor multipurpose event center. The LGFC will be the landlord and lease the municipal facility
to Vipers Arena, LLC as further described in the Lease and Development Agreement. In
connection with this agreement, the LGFC issued bonds to finance the construction. Under the
terms of the agreement, the developer was responsible for half of the construction costs of the
municipal facility and any cost overruns. Asof the end of the year, no tax increments have been
levied or collected within the zone. The zone will terminate on December 31, 2045, unless
otherwise terminated earlierrasaresultofpayment in full ofall project costs ortax increment bonds,
if issued. Reinvestment Zone Number Four, City of Edinburg, Texas, has a Board of Directors
composed of five members, with one of the members appointed by the Hidalgo County and the
remaining four members appointed by the City Council of the City. Each Board Member serves a
two-year term. The zone is managed by the City of Edinburg Local Government Finance
Corporation, which is presented as a blended componentunit of the City.

RELATED PARTY TRANSACTIONS

The EEOC has a receivable for sales tax revenue sharing from the City of Edinburg. The receivable
balance as of September 30, 2020 was $1,178,534.
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EXPENDITURES EXCEEDING APPROPRIATION

For fiscal year ended September 30, 2020 expenditures exceeded budget in the General Fund in the
following;:

Function Amount

Economic Development Assistance 598,575

Total 598,575
LITIGATION

From time to time the Edinburg EDC is involved in legal proceeding arising from its operations.
The Edinburg EDC’s administration believed the outcome of these proceedings, if not favorable to
the Edinburg EDC, will not materially affect the Edinburg EDC’s financial position and therefore no
allowances have been made.

SUBSEQUENT EVENTS

The Edinburg EDC considered all events through March 3, 2021, the financial statement issuance
date.

PRIOR PERIOD AD TMENT
The EEDC recognized a prior period adjustment in the government wide financial statements
totaling $943,437. The adjustment was due to the update of the capital asset schedule to reflect prior

year disposals. The adjustment was necessary to reflect the actual balances at the beginning of the
year.
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EDINBURGECONOMICDEVELOPMENT CORPORATION

SCHEDULEOFREVENUES, EXPENDITURESAND CHANGESINFUND BALANCE-

BUDGETANDACTUAL -GENERAL FUND
FORTHEYEARENDED SEPTEMBER30, 2020

EXHIBITG-1

Data Actual Variance With
Amounts Final Budget
Control
Cores Budgeted Amounts (GAAPBASIS)  Positive or
Original Final (Negative)
REVENUES:
5120 General Salesand Use Taxes $ 5,950,000 $ 6,483,300 $ 7,144,078 $ 660,778
5200 Lease and Rental 46,170 98,161 136,160 37,999
5550 Note Receivable Interest - - 674,073 674,073
5610 Investment Earnings - 136,161 136,161 -
5020 Total Revenues 5,996,170 6,717,622 8,090,472 1,372,850
EXPENDITURES:
Conservation and Development:
0650 Economic Development and Assistance 5,146,954 4,341,272 4,939,847 (598,575)
Debt Service:
0700 Debt Service 3,128,600 2,901,743 2,799,120 102,623
Capital Outlay:
0800 Capital Outlay - 170,000 170,000 -
6030 Total Expenditures 8,275,554 7,413,015 7,908,967 (495,952)
1100 Excess(Deficiency) of Revenues Over (Under) (2,279,384) (695,393) 181,505 876,898
Expenditures
OTHER FINANCING SOURCES (USES):
7912 Saleof Real and Personal Property - 1,156 1,156 -
7080 Total Other Financing Sources (Uses) - 1,156 1,156 -
1200 Net Change (2,279,384) (694,237) 182,661 876,898
0100 Fund Balance - October 1 (Beginning) 33,398,019 33,398,019 33,398,019 -
3000 Fund Balance - September 30 (Ending) $ 31,118635 $ 32703782 $ 33580680 $ 876,898

The notes to the financial statements are an integral part of this statement.
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FORTHEYEARENDED SEPTEMBER30, 2020

A. Total Pension Liability

Service Cost

Interest (on the Total Pension Liability)

Changes of Benefit Terms

Difference between Expected and Actual Experience

Changes of Assumptions

Benefit Payments, Including Refunds of Employee Contributions

Net Change in Total Pension Liability
Total Pension Liability - Beginning
Total Pension Liability - Ending
B. Total Fiduciary Net Position
Contributions - Employer
Contributions - Employee
Net Investment Income
Benefit Payments, Including Refunds of Employee Contributions

Administrative Expense
Other

Net Change in Plan Fiduciary Net Position
Plan Fiduciary Net Position - Beginning

Plan Fiduciary Net Position - Ending

C. Net Pension Liability

D. Plan Fiduciary Net Position as a Per centage of Total
Pension Liability

E. Covered Payrall

F. Net Pension Liability as a Percentage of Covered Payrall

FY 2020 FY 2019 FY 2018
PlanY ear 2019 PlanY ear 2018 PlanY ear 2017
6,001,648 5,451,177 5,271,339
10,025,754 9,496,321 8,778,659
588,622 (1,994,144) 1,028,193
674,533 - _
(5,708,662) (5,061,598) (4,010,576)
11,581,895 7,891,756 11,067,615
148,383,203 140,491,447 129,423,832
159,965,098 148,383,203 140,491,447
5,499,792 5,075,953 5,094,161
2,681,017 2,477,808 2,401,271
17,217,376 (3,362,715) 13,244,540
(5,708,662) (5,061,598) (4,010,576)
(97,159) (64,934) (68,598)
(2,919) (3,393) (3,476)
19,589,445 (938,879) 16,657,322
111,223,541 112,162,421 95,505,098
130,812,986 111,223,542 112,162,420
29,152,112 37,159,661 28,329,027
81.78% 74.96% 79.84%
38,300,244 35,397,255 34,296,282
76.11% 104.98% 82.60%

Note: GASB Codification, Vol. 2, P20.146 requires that the data in this schedule be presented for the time period covered by the

measurement date rather than the governmental entity's current fiscal year.

Asrequired by GASB 68, this schedule will be built prospectively as the information becomes available until 10 years of informationis

presented.
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FY 2017 FY 2016 FY 2015
PlanY ear 2016 PlanY ear 2015 PlanY ear 2014

4897533 $ 4,465,697 $ 3,905,080
8,221,195 7,952,791 7,415,662
(1,032,455) (237,829) (554,280)

- (377,240) -

(4,018,322) (3,651,078) (3,096,759)
8,067,951 $ 8152342 $ 7,669,703

121,355,911 113,203,569 105,533,866

129,423,862 $ 121,355,911 $ 113,203,569

4,621,389 $ 4404421 $ 3,999,261
2,222,723 2,127,970 1,968,692
5,874,570 123,828 4,388,353
(4,018,322) (3,651,078) (3,096,759)

(66,307) (75,414) (45,809)

(3572) (3,725) (3,766)
8,630,481 $ 2,966,002 $ 7,209,972
86,874,617 83,908,615 76,698,643

95,505,098 $ 86,874,617 $ 83,908,615

33,918,764 $ 34,481,294 $ 29,294,954

73.79% 71.59% 74.12%

317,403,259 $ 30,399,572 $ 28,124,170

10.69% 113.43% 104.16%
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FORTHEFISCAL YEAR2020
2020 2019 2018
Actuarially Determined Contribution $ 5,806,114 $ 5,075,953 $ 5,094,161
Contributions in Relation to the Actuarially Determined Contributions 5,806,114 5,075,953 5,094,161
Contribution Deficiency (Excess) $ - $ - 3 }
Covered Payrall $ 40,178,654 $ 35,397,255 $ 34,296,282
Contributions as a Percentage of Covered Payroll 14.45% 14.34% 14.85%

Note: GASB Codification, Vol. 2, P20.146 requires that the data in this schedul e be presented as of the governmental entity's respective
fiscal years as opposed to the time periods covered by the measurement dates ending December 31 for the respective fiscal years.

Asrequired by GASB 68, this schedule will be built prospectively as the information becomes available until 10 years of information is
presented.
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2017 2016 2015
4,621,389 $ 4,586,475 $ 4,351,814
4,621,389 4,586,475 4,351,814

- $ -$ -
31,740,329 $ 30,399,572 $ 28,124,170
14.56% 15.09% 15.47%
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EXHIBITG4
EDINBURGECONOMICDEVELOPMENT CORPORATION

SCHEDULEOFCHANGESINTHETOTAL OPEBLIABILITY ANDRELATEDRATIOS
TEXASMUNICIPAL RETIREMENT SYSTEM
FORTHEYEARENDED SEPTEMBER30, 2020

FY 2020 FY 2019 FY 2018
PlanY ear 2019 PlanY ear 2018 PlanY ear 2017

Total OPEB Liability
Service Cost $ 57,450 $ 63,715 $ 51,444
Interest on the Total OPEB Liability 53,368 47,160 45,625

Changes of Benefit Terms - - -

Difference between Expected and Actual Experience (64,335) 29,186 -
Changes of Assumptions 314,963 (112,151) 125,031
Benefit Payments* (11,490) (10,619) (10,289)
Net Change in Total OPEB Liability 349,956 17,291 216,629
Total OPEB Liability - Beginning 1,415,523 1,398,232 1,186,421
Total OPEB Liability - Ending $ 1,765,479 $ 1,415,523 $ 1,403,050
Covered Payroll $ 38,300,244 $ 35,397,255 $ 34,296,282
Total OPEB Liability as a Per centage of Covered Payroll 4.61% 4.00% (4.08%)

*The Supplemental Death Benefit Fund is considered to be an unfunded OPEB plan under GASB 75. Because of this benefit
payments are treated as being equal to the employer's yearly contributions for retirees.

Note: GASB Codification, Vol. 2, P52.139 states that the information on this schedul e should be determined as of the
measurement date of the plan.

Asrequired by GASB 75, this schedule will be built prospectively as the information becomes available until 10 years of
information is presented.
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EXHIBIT G-5

CITY OF EDINBURG, TEXAS

Schedule of Changes in Total OPEB Obligation and Related Ratios
Post-Retirement Medical Plan

Last Ten Years Exhibit
SEPTEMBER 30, 2020 2019 2018
Total OPEB Liability
Service cost $ 1,500,352 $ 1,069,819 $ 1,149,843
Interest 654,662 826,562 715,606
Changes of benefit terms - - -
Differences between expected and actual experience 1,062,821 56,192 -
Changes of assumptions 2,243,038 3,178,838 (1,041,173)
Benefit payments, including refunds of employee contributions (684,123) (762,157) (607,647)
Net Change in Total OPEB Liability 4,776,750 4,369,254 216,629
Total OPEB Liability - Beginning 23,450,817 19,081,563 18,864,934
Total OPEB Liability - Ending (a) 28,227,567 23,450,817 $ 19,081,563
Plan Fiduciary Net Position
Contributions - employer $ 684,123 $ 762,157 $ 607,647
Contributions - employee - - -
Net investment income - - -
Benefit payments, including refunds of employee contributions (684,123) (762,157) (607,647)
Administrative expense - - -
Other - - -
Net Change in Plan Fiduciary Net Position - - -
Plan Fiduciary Net Position - Beginning - - -
Plan Fiduciary Net Position - Ending (b) $ - - -
Net OPEB Liability - Ending (a) - (b) $ 28,227,567 $23,450,817 $ 19,081,563
Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability
0.0% 0.0% 0.0%
Covered - Employee Payroll $32,264,732 $29,675,741 $29,675,741
City's Net OPEB Liability as a Percentage
of Covered - Employee Payroll 87.5% 79.0% 64.3%

Note: GASB 75 requires 10 fiscal years of data to be provided in this schedule. However, until a full 10-year trend is compiled, the city will present information for

those years for which information is available.
Notes to Schedule: N/A
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LUIS C OROZCO

CERTIFIED PUBLIC ACCOUNTANT
808 Del Oro Lane
Pharr, TX 78577
lcocpa@lcocpa.com

Independent Auditor’s Report

President and Board of Directors of the
Edinburg Economic Development Corporation
Edinburg, Texas

We have audited, 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, the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Edinburg Economic Development Corporation (EDC) as of and for the
year ended September 30, 2020, and the related notes to the financial statements, which collectively comprise the
EDC’s basic financial statements, and have issued our report thereon dated March 3, 2021.

Internal Control over Financial Reporting

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

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

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over financial reporting
that might be material weaknesses or significant deficiencies. Given these limitations, during our audit we did not
identify any deficiencies in internal control over financial reporting that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

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

(956) 782-5481 Member of AICPA & TSCPA (956) 782-5484
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LUIS C OROZCO

CERTIFIED PUBLIC ACCOUNTANT
808 Del Oro Lane
Pharr, TX 78577
lcocpa@lcocpa.com

Purpose of this Report

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

Pharr, Texas
March 3, 2021

(956) 782-5481 Member of AICPA & TSCPA (956) 782-5484
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EDINBURG ECONOMIC DEVELOPMENT CORPORATION
SCHEDULE OF FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2020
I. Summary of the Auditor's Results:

a The type of report issued on the financial statements of Edinburg Economic Development Corporation:
Unmodified opinion.

b Significant deficiencies in internal control disclosed by the audit of the financial statements:
None

¢ Significant deficiencies identified as material weakness:
None

d Noncompliance material to the Financial Statements:

None

II. Findings Relating to the Financial Statements Which Are Required To Be Reported in
Accordance with Generally Accepted Government Auditing Standards.

None
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EDINBURG ECONOMIC DEVELOPMENT CORPORATION
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2020

(Prepared by the EDC's Management)

None.
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Edinburg Economic Development Corporation
Meeting Date:March 4, 2021

Discussion and possible action regarding real property
Independence Dr - Lot 9, North Industrial Park Edinburg,
Hidalgo, County, Texas.

Discussion and possible action regarding real property Independence Dr - Lot 9, North
Industrial Park Edinburg, Hidalgo, County, Texas.

Campos Bros Produce LLC, a family-owned producer and distributor of key limes, is
requesting to purchase Lot 9 in the North Industrial Park in order to relocate their business
to Edinburg. Lot 9 is the approximately 3.55 acre tract between FedEx and what was NUCO
Tool. The cash offer is for $177,500. Campos is proposing to build a 20,000 SF cold storage
facility on the property.

Jobs: 15
Capital Investment: $2,477,500
Incentives: N/A

 Esti | Timeline:
The offer includes a 30-day feasibility period, with a closing date at 30 days after expiration
of the feasibility period. Construction is expected to start six to twelve months after closing.

. Budget:

Property sales are not budgeted. Proceeds would go to unrestricted cash.

N/A

Staff recommends approval.

_ Justification:
Campos Bros Produce LLC would be a welcome addition to Edinburg's food production and
distribution industry. The property is adjacent to Primo Trading's future facility and could
create opportunities for synergy. UTRGV's fiscal impact analysis estimates five-year net
benefits of approximately $133,000 and 29 total direct and indirect jobs. The offer of
$50,000 per acre is in line with a recent appraisal of property at the Industrial Park.



Blanca Davila
Director of Economic Development

ATTACHMENTS

Attachment A: Campos Bros Produce LLC Offer

Attachment B: Campos Bros Produce LLC Commercial Contract
Attachment C: Campos Bros Produce LLC Incentive Application
Attachment D: Campos Bros Produce LLC Fiscal Impact Analysis

Approved:
Not Approved:
Tabled:

No Action:




HANNA N INDUSTRIAL PARK
SOLUTIONS Edinburg, TX 78541




BUYER PROFILE camposbrosproduce.com

0S

Bros. Produce L.C.

Camp

A family owned business specialized
on growing, packaging and
distributing the freshest key limes in
Mezxico and The United States.
Campos Produce has been providing
their services in Mexico for over 50
years being one of the pioneers on
the key lime distribution in Mexico
City and along the country.

Campos Produce is a company
dedicated to providing high
quality products to their
customers and a rewarding
work environment for our
employees. We are made out of
the support and commitment of
our employees, our final
consumers and the
environment.

HANNA N INDUSTRIAL PARK

SOLUTIONS




VALUE BROUGHT

‘ =
Campos +  SEDINBURS

Bros. Produce L.C.

Economic Development Corporation

PLANNED USAGE BENEFITS

Buyer will build a e Additional anchor to
20,000 SF cold storage iIndustrial park
facility under Phase | of e Job creation

development. Buyer e Multiple
has plans to build an development
additional facility with phases planned

the remaining tract.

HANNA N INDUSTRIAL PARK

SOLUTIONS
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YOUR COMMERCIAL TEAM

HANNA
SOLUTIONS

& MARK HANNA LUKE LANCASTER &

(956) 821-8001 (956) 292-6419 =
mark@hanna.solutions luke@hanna.solutions °




dotloop signature verification:

€ TEXAS REALTORS

COMMERCIAL CONTRACT - UNIMPROVED PROPERTY

USE OF THIS FORM BY PERSONS WHO ARE NOT MEMBERS OF THE TEXAS ASSOCIATION OF REALTORS®, INC. IS NOT AUTHORIZED.
©Texas Association of REALTORS®, Inc. 2018

1. PARTIES: Seller agrees to sell and convey to Buyer the Property described in Paragraph 2. Buyer agrees
to buy the Property from Seller for the sales price stated in Paragraph 3. The parties to this contract are:

Seller: Edinburg Economic Development Corp

Address: 415 W University Dr, Edinburg, TX 78539-4353
Phone: (956)383-7124)- E-mail: bdavila@cityofedinburg.com, bkelsey@cityofedinburg.com
Fax: Other:

Buyer: Campos Bros Produce LLC

Address: 2501 W Military Hwy STE C53, McAllen, TX 78503-8955

Phone: (956)994-0612 E-mail: camposbrosproduce.com
Fax: Other:
2. PROPERTY:
A. "Property" means that real property situated in Hidalgo County, Texas at
SEE SPECIAL PROVISIONS
(address) and that is legally described on the attached Exhibit or as follows:

PROPERTY ID: 816712, LEGAL DESCRIPTION: NORTH INDUSTRIAL PARK LOT 9

B. Seller will sell and convey the Property together with:
(1) all rights, privileges, and appurtenances pertaining to the Property, including Seller's right, title, and
interest in any minerals, utilities, adjacent streets, alleys, strips, gores, and rights-of-way;
(2) Seller's interest in all leases, rents, and security deposits for all or part of the Property; and
(3) Seller's interest in all licenses and permits related to the Property.

(Describe any exceptions, reservations, or restrictions in Paragraph 12 or an addendum.)
(If mineral rights are to be reserved an appropriate addendum should be attached.)

3. SALES PRICE:

A. At or before closing, Buyer will pay the following sales price for the Property:

(1) Cash portion payable by Buyer atclosing........................ $ 177,500.00

(2) Sum of all financing described in Paragraph 4 .................... $

(3) Sales price (sumof 3A(1)and 3A(2)) . . .. ... $ 177,500.00
(TXR-1802) 4-1-18 Initialed for Identification by Seller , and Buyer | Page 1 of 14
Hanna Solutions, 611 N. McColl RD STE E McAllen TX 78501 Phone: 956%2(%53@ CST Fax: Campos Bros
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Commercial Contract - Unimproved Property concerning SEE SPECIAL PROVISIONS

B.

Adjustment to Sales Price: (Check (1) or (2) only.)

(1) The sales price will not be adjusted based on a survey.
| | (2) The sales price will be adjusted based on the latest survey obtained under Paragraph 6B.

(a) The sales price is calculated on the basis of $ N/A per:
| (i) square foot of | |total area| |net area.
|| (ii) acre of| |total area| |net area.

(b) “Total area” means all land area within the perimeter boundaries of the Property. “Net area”
means total area less any area of the Property within:

(i) public roadways;

| | (ii) rights-of-way and easements other than those that directly provide utility services to the
Property; and

L] @iy N/A
(c) If the sales price is adjusted by more than N/A % of the stated sales price, either party
may terminate this contract by providing written notice to the other party within N/A days

after the terminating party receives the survey. If neither party terminates this contract or if the
variance is less than the stated percentage, the adjustment to the sales price will be made to
the cash portion of the sales price payable by Buyer.

4. FINANCING: Buyer will finance the portion of the sales price under Paragraph 3A(2) as follows:

L] A

] B.

L] C.

Third Party Financing: One or more third party loans in the total amount of $ N/A

This contract:

[ ] (1) is not contingent upon Buyer obtaining third party financing.

| | (2) is contingent upon Buyer obtaining third party financing in accordance with the attached
Commercial Contract Financing Addendum (TXR-1931).

Assumption: In accordance with the attached Commercial Contract Financing Addendum (TXR-1931),
Buyer will assume the existing promissory note secured by the Property, which balance at closing will
be $ N/A

Seller Financing: The delivery of a promissory note and deed of trust to Seller under the terms of the
attached Commercial Contract Financing Addendum (TXR-1931) in the amount of
$ N/A

5. EARNEST MONEY:

A. Not later than 3 days after the effective date, Buyer must deposit $ $5,000.00 as earnest
money with Edwards Abstract & Title (title company)
at 4228 N McColl Rd, McAllen, TX 78504 (address) Mark Lewis (closer).
If Buyer fails to timely deposit the earnest money, Seller may terminate this contract or exercise any of
Seller's other remedies under Paragraph 15 by providing written notice to Buyer before Buyer deposits
the earnest money.

B. Buyer will deposit an additional amount of $ N/A with the title company to be made
part of the earnest money on or before:

] (i) _NI/A days after Buyer's right to terminate under Paragraph 7B expires; or

| (i) N/A .
Buyer will be in default if Buyer fails to deposit the additional amount required by this Paragraph 5B
within 3 days after Seller notifies Buyer that Buyer has not timely deposited the additional amount.

C. Buyer may instruct the title company to deposit the earnest money in an interest-bearing account at a
federally insured financial institution and to credit any interest to Buyer.

(TXR-1802) 4-1-18 Initialed for Identification by Seller and Buyer M | Page 2 of 14
Produced with Lone Wolf Transactions (zipForm Edition) 231 Shearson Cr. Cambridge, Ontario, Cana 02/18/21 _fww.lwolf.com Campos Bros
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Commercial Contract - Unimproved Property concerning SEE SPECIAL PROVISIONS
6. TITLE POLICY AND SURVEY:

A. Title Policy:

(1) Seller, at Seller's expense, will furnish Buyer an Owner's Policy of Title Insurance (the title policy)
issued by any underwriter of the tittle company in the amount of the sales price, dated at or after
closing, insuring Buyer against loss under the title policy, subject only to:

(a) those title exceptions permitted by this contract or as may be approved by Buyer in writing; and
(b) the standard printed exceptions contained in the promulgated form of title policy unless this
contract provides otherwise.

(2) The standard printed exception as to discrepancies, conflicts, or shortages in area and boundary
lines, or any encroachments or protrusions, or any overlapping improvements:

[ ] (a) will not be amended or deleted from the title policy.

(b) will be amended to read “shortages in areas” at the expense of x| Buyer| | Seller.

(3) Within 30 days after the effective date, Seller will furnish Buyer a commitment for title insurance
(the commitment) including legible copies of recorded documents evidencing title exceptions. Seller
authorizes the title company to deliver the commitment and related documents to Buyer at Buyer's
address.

B. Survey: Within 30 days after the effective date:

(1) Buyer will obtain a survey of the Property at Buyer's expense and deliver a copy of the survey to
Seller. The survey must be made in accordance with the: (i) ALTA/NSPS Land Title Survey
standards, or (ii) Texas Society of Professional Surveyors' standards for a Category 1A survey
under the appropriate condition. Seller will reimburse Buyer N/A (insert
amount) of the cost of the survey at closing, if closing occurs.

[ ] (2) Seller, at Seller's expense, will furnish Buyer a survey of the Property dated after the effective date.
The survey must be made in accordance with the: (i) ALTA/NSPS Land Title Survey standards, or
(i) Texas Society of Professional Surveyors' standards for a Category 1A survey under the
appropriate condition.

[ ] (3) Seller will deliver to Buyer and the title company a true and correct copy of Seller's most recent
survey of the Property along with an affidavit required by the title company for approval of the
existing survey. If the existing survey is not acceptable to the title company, | | Seller | | Buyer
(updating party), will, at the updating party's expense, obtain a new or updated survey acceptable
to the title company and deliver the acceptable survey to the other party and the title company
within 20 days after the title company notifies the parties that the existing survey is not acceptable
to the title company. The closing date will be extended daily up to 20 days if necessary for the
updating party to deliver an acceptable survey within the time required. The other party will
reimburse the updating party N/A (insert amount or percentage) of the cost
of the new or updated survey at closing, if closing occurs.

C. Buyer's Objections to the Commitment and Survey:

(1) Within 15  days after Buyer receives the last of the commitment, copies of the documents
evidencing the title exceptions, and any required survey, Buyer may object in writing to matters
disclosed in the items if: (a) the matters disclosed are a restriction upon the Property or constitute a
defect or encumbrance to title other than those permitted by this contract or liens that Seller will
satisfy at closing or Buyer will assume at closing; or (b) the items show that any part of the Property
lies in a special flood hazard area (an “A” or “V” zone as defined by FEMA). If the commitment or
survey is revised or any new document evidencing a title exception is delivered, Buyer may object
to any new matter revealed in such revision or new document. Buyer's objection must be made
within the same number of days stated in this paragraph, bedinning when the revision or new

(TXR-1802) 4-1-18 Initialed for Identification by Seller , and Buyer M Page 3 of 14

L_Qa/1S0]
Produced with Lone Wolf Transactions (zipForm Edition) 231 Shearson Cr. Cambridge, Ontario, Canacdatw'a'PmJ?;FT dwww.lwolf.com Campos Bros
otloop verifie



https://dtlp.us/oNFX-TMDx-w4pT
https://dtlp.us/oNFX-TMDx-w4pT

dotloop signature verification:

Commercial Contract - Unimproved Property concerning SEE SPECIAL PROVISIONS

document is delivered to Buyer. If Paragraph 6B(1) applies, Buyer is deemed to receive the survey
on the earlier of: (i) the date of Buyer's actual receipt of the survey; or (ii) of the deadline specified
in Paragraph 6B.

(2) Seller may, but is not obligated to, cure Buyer's timely objections within 15 days after Seller

receives the objections. The closing date will be extended as necessary to provide such time to
cure the objections. If Seller fails to cure the objections by the time required, Buyer may terminate
this contract by providing written notice to Seller within 5 days after the time by which Seller must
cure the objections. If Buyer terminates, the earnest money, less any independent consideration
under Paragraph 7B(1), will be refunded to Buyer.

(3) Buyer's failure to timely object or terminate under this Paragraph 6C is a waiver of Buyer's right to

object except that Buyer will not waive the requirements in Schedule C of the commitment.

7. PROPERTY CONDITION:

A. Present Condition: Buyer accepts the Property in its present condition except that Seller, at

Seller's expense, will complete the following before closing: N/A

B. Feasibility Period: Buyer may terminate this contract for any reason within 30 days after the

effective date (feasibility period) by providing Seller written notice of termination.

(1) Independent Consideration. (Check only one box and insert amounts.)

(a) If Buyer terminates under this Paragraph 7B, the earnest money will be refunded to Buyer less

$ 250.00 that Seller will retain as independent consideration for Buyer's
unrestricted right to terminate. Buyer has tendered the independent consideration to Seller
upon payment of the amount specified in Paragraph 5A to the title company. The independent
consideration is to be credited to the sales price only upon closing of the sale. If no dollar
amount is stated in this Paragraph 7B(1) or if Buyer fails to deposit the earnest money, Buyer
will not have the right to terminate under this Paragraph 7B.

[ | (b) Not later than 3 days after the effective date, Buyer must pay Seller $ N/A

as independent consideration for Buyer's right to terminate by tendering such amount to Seller
or Seller's agent. If Buyer terminates under this Paragraph 7B, the earnest money will be
refunded to Buyer and Seller will retain the independent consideration. The independent
consideration will be credited to the sales price only upon closing of the sale. If no dollar
amount is stated in this Paragraph 7B(2) or if Buyer fails to pay the independent consideration,
Buyer will not have the right to terminate under this Paragraph 7B.

(2) Eeasibility Period Extension: Prior to the expiration of the initial feasibility period, Buyer may extend

the feasibility period for a single period of an additional N/A days by depositing additional
earnest money in the amount of $N/A with the title company. If no dollar
amount is stated in this Paragraph or if Buyer fails to timely deposit the additional earnest money,
the extension of the feasibility period will not be effective.

C. Inspections, Studies, or Assessments:

(1) During the feasibility period, Buyer, at Buyer's expense, may complete or cause to be completed
any and all inspections, studies, or assessments of the Property (including all improvements and
fixtures) desired by Buyer.

(TXR-1802) 4-1-18 Initialed for Identification by Seller , and Buyer % | Page 4 of 14
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Commercial Contract - Unimproved Property concerning SEE SPECIAL PROVISIONS

(2) Buyer must:
(a) employ only trained and qualified inspectors and assessors;

b) notify Seller, in advance, of when the inspectors or assessors will be on the Property;

c) abide by any reasonable entry rules or requirements of Seller;

d) not interfere with existing operations or occupants of the Property; and

e) restore the Property to its original condition if altered due to inspections, studies, or
assessments that Buyer completes or causes to be completed.

.~ o~~~

(3) Except for those matters that arise from the negligence of Seller or Seller's agents, Buyer is
responsible for any claim, liability, encumbrance, cause of action, and expense resulting from
Buyer's inspections, studies, or assessments, including any property damage or personal injury.
Buyer will indemnify, hold harmless, and defend Seller and Seller's agents against any claim
involving a matter for which Buyer is responsible under this paragraph. This paragraph survives
termination of this contract.

D. Property Information:

(1) Delivery of Property Information: Within 30 days after the effective date, Seller will deliver to
Buyer: (Check all that apply.)

(a) copies of all current leases, including any mineral leases, pertaining to the Property, including
any modifications, supplements, or amendments to the leases;

(b) copies of all notes and deeds of trust against the Property that Buyer will assume or that Seller
will not pay in full on or before closing;

(c) copies of all previous environmental assessments, geotechnical reports, studies, or analyses
made on or relating to the Property;

| | (d) copies property tax statements for the Property for the previous 2 calendar years;

| | (e) plats of the Property;

(f) copies of current utility capacity letters from the Property's water and sewer service provider;

and
] (@)

(2) Return of Property Information: If this contract terminates for any reason, Buyer will, not later than
10 days after the termination date: (Check all that apply.)
(a) return to Seller all those items described in Paragraph 7D(1) that Seller delivered to Buyer in
other than an electronic format and all copies that Buyer made of those items;
(b) delete or destroy all electronic versions of those items described in Paragraph 7D(1) that Seller
delivered to Buyer or Buyer copied in any format; and
(c) deliver to Seller copies of all inspection and assessment reports related to the Property that
Buyer completed or caused to be completed.
This Paragraph 7D(2) survives termination of this contract.

E. Contracts Affecting Operations: Until closing, Seller: (1) will operate the Property in the same manner
as on the effective date under reasonably prudent business standards; and (2) will not transfer or
dispose of any part of the Property, any interest or right in the Property, or any of the personal property
or other items described in Paragraph 2B or sold under this contract. After the feasibility period ends,
Seller may not enter into, amend, or terminate any other contract that affects the operations of the
Property without Buyer's written approval.

8. LEASES:

A. Each written lease Seller is to assign to Buyer under this contract must be in full force and effect
according to its terms. Seller may not enter into any new lease, fail to comply with any existing lease,
or make any amendment or modification to any existing lease without Buyer's written consent. Seller
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must disclose, in writing, if any of the following exist at the time Seller provides the leases to the Buyer

or subsequently occur before closing:

(1) any failure by Seller to comply with Seller's obligations under the leases;

(2) any circumstances under any lease that entitle the tenant to terminate the lease or seek any offsets
or damages;

(3) any advance sums paid by a tenant under any lease;

(4) any concessions, bonuses, free rents, rebates, brokerage commissions, or other matters that affect
any lease; and

(5) any amounts payable under the leases that have been assigned or encumbered, except as security
for loan(s) assumed or taken subject to under this contract.

B. Estoppel Certificates: Within ~ N/A  days after the effective date, Seller will deliver to Buyer estoppel
certificates signed not earlier than N/A by each tenant that leases space
in the Property. The estoppel certificates must include the certifications contained in the current version
of TXR Form 1938 - Commercial Tenant Estoppel Certificate and any additional information requested
by a third party lender providing financing under Paragraph 4 if the third party lender requests such
additional information at least 10 days prior to the earliest date that Seller may deliver the signed
estoppel certificates.

9. BROKERS:

A. The brokers to this sale are:
Principal Broker: HANNA SOLUTIONS Cooperating Broker:
Agent: Mark Hanna Agent:
Address: 611 N. McColl RD STE E Address:

MCALLEN TX 78501

Phone & Fax: Phone & Fax:
E-mail: mark@hanna.solutions E-mail:
License No.: 676122 License No.:

Principal Broker: (Check only one box) Cooperating Broker represents Buyer.

represents Seller only.

| | represents Buyer only.

B.

[]

is an intermediary between Seller and Buyer.

Fees: (Check only (1) or (2) below.)
(Complete the Agreement Between Brokers on page 14 only if (1) is selected.)

(1) Seller will pay Principal Broker the fee specified by separate written commission agreement
between Principal Broker and Seller. Principal Broker will pay Cooperating Broker the fee specified
in the Agreement Between Brokers found below the parties' signatures to this contract.

(2) At the closing of this sale, Seller will pay:

Principal Broker a total cash fee of: Cooperating Broker a total cash fee of:
6.000 % of the sales price. ] N/A % of the sales price.

. L] N/A
The cash fees will be paid in Hidalgo County, Texas. Seller authorizes

the title company to pay the brokers from the Seller's proceeds at closing.
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NOTICE: Chapter 62, Texas Property Code, authorizes a broker to secure an earned commission
with a lien against the Property.

C. The parties may not amend this Paragraph 9 without the written consent of the brokers affected by the

amendment.

10. CLOSING:

A. The date of the closing of the sale (closing date) will be on or before the later of:

B.

(1) 30 days after the expiration of the feasibility period.
] (specific date).
L

(2) 7 days after objections made under Paragraph 6C have been cured or waived.

If either party fails to close by the closing date, the non-defaulting party may exercise the remedies in
Paragraph 15.

C. At closing, Seller will execute and deliver, at Seller's expense, a [X|general | |special warranty deed.

The deed must include a vendor's lien if any part of the sales price is financed. The deed must convey

good and indefeasible title to the Property and show no exceptions other than those permitted under

Paragraph 6 or other provisions of this contract. Seller must convey the Property:

(1) with no liens, assessments, or other security interests against the Property which will not be
satisfied out of the sales price, unless securing loans Buyer assumes;

(2) without any assumed loans in default; and

(3) with no persons in possession of any part of the Property as lessees, tenants at sufferance, or
trespassers except tenants under the written leases assigned to Buyer under this contract.

D. Atclosing, Seller, at Seller's expense, will also deliver to Buyer:
(1) tax statements showing no delinquent taxes on the Property;
(2) an assignment of all leases to or on the Property;
(3) to the extent assignable, an assignment to Buyer of any licenses and permits related to the
Property;
(4) evidence that the person executing this contract is legally capable and authorized to bind Seller;
(5) an affidavit acceptable to the title company stating that Seller is not a foreign person or, if Seller is
a foreign person, a written authorization for the title company to: (i) withhold from Seller's proceeds
an amount sufficient to comply with applicable tax law; and (ii) deliver the amount to the Internal
Revenue Service (IRS) together with appropriate tax forms; and
(6) any notices, statements, certificates, affidavits, releases, and other documents required by this
contract, the commitment, or law necessary for the closing of the sale and issuance of the title
policy, all of which must be completed by Seller as necessary.
E. At closing, Buyer will:
(1) pay the sales price in good funds acceptable to the title company;
(2) deliver evidence that the person executing this contract is legally capable and authorized to bind
Buyer;
(3) sign and send to each tenant in a lease for any part of the Property a written statement that:
(a) acknowledges Buyer has received and is responsible for the tenant's security deposit; and
(b) specifies the exact dollar amount of the security deposit;
(4) sign an assumption of all leases then in effect; and
(5) execute and deliver any notices, statements, certificates, or other documents required by this
contract or law necessary to close the sale.
F. Unless the parties agree otherwise, the closing documents will be as found in the basic forms in the
current edition of the State Bar of Texas Real Estate Forms Manual without any additional clauses.
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11. POSSESSION: Seller will deliver possession of the Property to Buyer upon closing and funding of this sale
in its present condition with any repairs Seller is obligated to complete under this contract, ordinary wear
and tear excepted. Any possession by Buyer before closing or by Seller after closing that is not authorized
by a separate written lease agreement is a landlord-tenant at sufferance relationship between the parties.

12. SPECIAL PROVISIONS: The following special provisions apply and will control in the event of a conflict
with other provisions of this contract. (If special provisions are contained in an Addendum, identify the
Addendum here and reference the Addendum in Paragraph 22D.)

PROPERTY ID: 816712, LEGAL DESCRIPTION: NORTH INDUSTRIAL PARK LOT 9

13. SALES EXPENSES:

A. Seller's Expenses: Seller will pay for the following at or before closing:
(1) releases of existing liens, other than those liens assumed by Buyer, including prepayment penalties
and recording fees;
release of Seller's loan liability, if applicable;
tax statements or certificates;
preparation of the deed;
one-half of any escrow fee;
costs to record any documents to cure title objections that Seller must cure; and
other expenses that Seller will pay under other provisions of this contract.

B. Buyer's Expenses: Buyer will pay for the following at or before closing:
) all loan expenses and fees;

) preparation of any deed of trust;

) recording fees for the deed and any deed of trust;

)

)

premiums for flood insurance as may be required by Buyer's lender;
one-half of any escrow fee;
) other expenses that Buyer will pay under other provisions of this contract.

(1
(2
(3
4
(5
6

(
14. PRORATIONS:

A. Prorations:

(1) Interest on any assumed loan, taxes, rents, and any expense reimbursements from tenants will be
prorated through the closing date.

(2) If the amount of ad valorem taxes for the year in which the sale closes is not available on the
closing date, taxes will be prorated on the basis of taxes assessed in the previous year. If the taxes
for the year in which the sale closes vary from the amount prorated at closing, the parties will adjust
the prorations when the tax statements for the year in which the sale closes become available. This
Paragraph 14A(2) survives closing.

(3) If Buyer assumes a loan or is taking the Property subject to an existing lien, Seller will transfer all
reserve deposits held by the lender for the payment of taxes, insurance premiums, and other
charges to Buyer at closing and Buyer will reimburse such amounts to Seller by an appropriate
adjustment at closing.

B. Rollback Taxes: If Seller's use or change in use of the Property before closing results in the
assessment of additional taxes, penalties, or interest (assessments) for periods before closing, the
assessments will be the obligation of the Seller. If this sale or Buyer's use of the Property after closing
results in additional assessments for periods before closing, the assessments will be the obligation of
Buyer. This Paragraph 14B survives closing.

(TXR-1802) 4-1-18 Initialed for Identification by Seller , and Buyer M Page 8 of 14

02/18/21

4:59 PM CST
Produced with Lone Wolf Transactions (zipForm Edition) 231 Shearson Cr. Cambridge, Ontario, Canad&itp vetFiedvww.lwolf.com Campos Bros


https://dtlp.us/oNFX-TMDx-w4pT
https://dtlp.us/oNFX-TMDx-w4pT

dotloop signature verification:

Commercial Contract - Unimproved Property concerning SEE SPECIAL PROVISIONS

C. Rent and Security Deposits: At closing, Seller will tender to Buyer all security deposits and the following

advance payments received by Seller for periods after closing: prepaid expenses, advance rental
payments, and other advance payments paid by tenants. Rents prorated to one party but received by
the other party will be remitted by the recipient to the party to whom it was prorated within 5 days after
the rent is received. This Paragraph 14C survives closing.

15. DEFAULT:

A

If Buyer fails to comply with this contract, Buyer is in default and Seller, as Seller's sole remedy(ies),
may terminate this contract and receive the earnest money, as liquidated damages for Buyer's failure
except for any damages resulting from Buyer's inspections, studies or assessments in accordance with
Paragraph 7C(3) which Seller may pursue; or

(Check if applicable)

enforce specific performance, or seek such other relief as may be provided by law.

If, without fault, Seller is unable within the time allowed to deliver the estoppel certificates, survey or the

commitment, Buyer may:

(1) terminate this contract and receive the earnest money, less any independent consideration under
Paragraph 7B(1), as liquidated damages and as Buyer's sole remedy; or

(2) extend the time for performance up to 15 days and the closing will be extended as necessary.

Except as provided in Paragraph 15B, if Seller fails to comply with this contract, Seller is in default and

Buyer may:

(1) terminate this contract and receive the earnest money, less any independent consideration under
Paragraph 7B(1), as liquidated damages and as Buyer's sole remedy; or

(2) enforce specific performance, or seek such other relief as may be provided by law, or both.

16. CONDEMNATION: If before closing, condemnation proceedings are commenced against any part of the
Property, Buyer may:

A.

terminate this contract by providing written notice to Seller within 15 days after Buyer is advised of the
condemnation proceedings and the earnest money, less any independent consideration paid under
Paragraph 7B(1), will be refunded to Buyer; or

. appear and defend in the condemnation proceedings and any award will, at Buyer's election, belong to:

(1) Seller and the sales price will be reduced by the same amount; or
(2) Buyer and the sales price will not be reduced.

17. ATTORNEY'S FEES: If Buyer, Seller, any broker, or the title company is a prevailing party in any legal
proceeding brought under or with relation to this contract or this transaction, such party is entitled to
recover from the non-prevailing parties all costs of such proceeding and reasonable attorney's fees. This
Paragraph 17 survives termination of this contract.

18. ESCROW:

A

At closing, the earnest money will be applied first to any cash down payment, then to Buyer's closing
costs, and any excess will be refunded to Buyer. If no closing occurs, the title company may require
payment of unpaid expenses incurred on behalf of the parties and a written release of liability of the
titte company from all parties.

. If one party makes written demand for the earnest money, the title company will give notice of the

demand by providing to the other party a copy of the demand. If the titte company does not receive
written objection to the demand from the other party within 15 days after the date the title company
sent the demand to the other party, the title company may disburse the earnest money to the party
making demand, reduced by the amount of unpaid expenses incurred on behalf of the party receiving

the earnest money and the title company may pay the same to the itors.
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20.

21

(TXR-1802) 4-1-18 Initialed for Identification by Seller , and Buyer| LA

C. The title company will deduct any independent consideration under Paragraph 7B(1) before disbursing
any earnest money to Buyer and will pay the independent consideration to Seller.

D. If the title company complies with this Paragraph 18, each party hereby releases the title company from
all claims related to the disbursal of the earnest money.

E. Notices under this Paragraph 18 must be sent by certified mail, return receipt requested. Notices to the
titte company are effective upon receipt by the title company.

F. Any party who wrongfully fails or refuses to sign a release acceptable to the title company within 7 days
after receipt of the request will be liable to the other party for: (i) damages; (ii) the earnest money; (iii)
reasonable attorney's fees; and (iv) all costs of suit.

G. | |Seller| |Buyer intend(s) to complete this transaction as a part of an exchange of like-kind properties
in accordance with Section 1031 of the Internal Revenue Code, as amended. All expenses in
connection with the contemplated exchange will be paid by the exchanging party. The other party will
not incur any expense or liability with respect to the exchange. The parties agree to cooperate fully and
in good faith to arrange and consummate the exchange so as to comply to the maximum extent
feasible with the provisions of Section 1031 of the Internal Revenue Code. The other provisions of this
contract will not be affected in the event the contemplated exchange fails to occur.

. MATERIAL FACTS: To the best of Seller's knowledge and belief: (Check only one box.)

A. Seller is not aware of any material defects to the Property except as stated in the attached Commercial
Property Condition Statement (TXR-1408).

B. Except as otherwise provided in this contract, Seller is not aware of:

(1) any subsurface: structures, pits, waste, springs, or improvements;

(2) any pending or threatened litigation, condemnation, or assessment affecting the Property;

(3) any environmental hazards or conditions that materially affect the Property;

(4) whether the Property is or has been used for the storage or disposal of hazardous materials or

toxic waste, a dump site or landfill, or any underground tanks or containers;

(5) whether radon, asbestos containing materials, urea-formaldehyde foam insulation, lead-based
paint, toxic mold (to the extent that it adversely affects the health of ordinary occupants), or other
pollutants or contaminants of any nature now exist or ever existed on the Property;
any wetlands, as defined by federal or state law or regulation, on the Property;
any threatened or endangered species or their habitat on the Property;
any present or past infestation of wood-destroying insects in the Property's improvements;
any contemplated material changes to the Property or surrounding area that would materially and
detrimentally affect the ordinary use of the Property;

(10)any condition on the Property that violates any law or ordinance.

(6)
(7)
(8)
(9)

(Describe any exceptions to (1)-(10) in Paragraph 12 or an addendum.)

NOTICES: All notices between the parties under this contract must be in writing and are effective when
hand-delivered, mailed by certified mail return receipt requested, or sent by facsimile transmission to the
parties addresses or facsimile numbers stated in Paragraph 1. The parties will send copies of any notices
to the broker representing the party to whom the notices are sent.

A. Seller also consents to receive any notices by e-mail at Seller's e-mail address stated in Paragraph 1.
B. Buyer also consents to receive any notices by e-mail at Buyer's e-mail address stated in Paragraph 1.

. DISPUTE RESOLUTION: The parties agree to negotiate in good faith in an effort to resolve any dispute

related to this contract that may arise. If the dispute cannot be resolved by negotiation, the parties will
submit the dispute to mediation before resorting to arbitration or litigation and will equally share the costs
of a mutually acceptable mediator. This paragraph survives termination of this contract. This paragraph
does not preclude a party from seeking equitable relief from a court of competent jurisdiction.
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22. AGREEMENT OF THE PARTIES:

23.

24.

25.

A

o

o

(2
(3
(4
(5
(6
(7
(8
(9
(1

This contract is binding on the parties, their heirs, executors, representatives, successors, and
permitted assigns. This contract is to be construed in accordance with the laws of the State of Texas.
If any term or condition of this contract shall be held to be invalid or unenforceable, the remainder of
this contract shall not be affected thereby.

This contract contains the entire agreement of the parties and may not be changed except in writing.

If this contract is executed in a number of identical counterparts, each counterpart is an original and all
counterparts, collectively, constitute one agreement.

Addenda which are part of this contract are: (Check all that apply.)

(1) Property Description Exhibit identified in Paragraph 2;

Commercial Contract Financing Addendum (TXR-1931);

Commercial Property Condition Statement (TXR-1408);

Commercial Contract Addendum for Special Provisions (TXR-1940);

Notice to Purchaser of Real Property in a Water District (MUD);

Addendum for Coastal Area Property (TXR-1915);

Addendum for Property Located Seaward of the Gulf Intracoastal Waterway (TXR-1916);
Information About Brokerage Services (TXR-2501);

Information About Mineral Clauses in Contract Forms (TXR-2509); and

0)

\_/\_/vvvvvv

(Note: Counsel for Texas REALTORS® has determined that any of the foregoing addenda which are promulgated by the
Texas Real Estate Commission (TREC) or published by Texas REALTORS® are appropriate for use with this form.)

E. Buyer may | |may not assign this contract. If Buyer assigns this contract, Buyer will be relieved

of any future liability under this contract only if the assignee assumes, in writing, all obligations and
liability of Buyer under this contract.

TIME: Time is of the essence in this contract. The parties require strict compliance with the times for
performance. If the last day to perform under a provision of this contract falls on a Saturday, Sunday, or
legal holiday, the time for performance is extended until the end of the next day which is not a Saturday,
Sunday, or legal holiday.

EFFECTIVE DATE: The effective date of this contract for the purpose of performance of all obligations is
the date the title company receipts this contract after all parties execute this contract.

ADDITIONAL NOTICES:

A

Buyer should have an abstract covering the Property examined by an attorney of Buyer's selection, or
Buyer should be furnished with or obtain a title policy.

If the Property is situated in a utility or other statutorily created district providing water, sewer, drainage,
or flood control facilities and services, Chapter 49, Texas Water Code, requires Seller to deliver and
Buyer to sign the statutory notice relating to the tax rate, bonded indebtedness, or standby fees of the
district before final execution of this contract.

Notice Required by §13.257, Water Code: “The real property, described below, that you are about to
purchase may be located in a certificated water or sewer service area, which is authorized by law to
provide water or sewer service to the properties in the certificated area. If your property is located in a
certificated area there may be special costs or charges that you will be required to pay before you can
receive water or sewer service. There may be a period required to construct lines or other facilities
necessary to provide water or sewer service to your property. You are advised to determine if the
property is in a certificated area and contact the utility service provider to determine the cost that you
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will be required to pay and the period, if any, that is required to provide water or sewer service to your
property. The undersigned purchaser hereby acknowledges receipt of the foregoing notice at or before
the execution of a binding contract for the purchase of the real property described in the notice or at
closing of purchase of the real property.” The real property is described in Paragraph 2 of this contract.

D. If the Property adjoins or shares a common boundary with the tidally influenced submerged lands of
the state, §33.135 of the Texas Natural Resources Code requires a notice regarding coastal area
property to be included as part of this contract (the Addendum for Coastal Area Property (TXR-1915)
may be used).

E. If the Property is located seaward of the Gulf Intracoastal Waterway, §61.025, Texas Natural
Resources Code, requires a notice regarding the seaward location of the Property to be included as
part of this contract (the Addendum for Property Located Seaward of the Gulf Intracoastal Waterway
(TXR-1916) may be used).

F. If the Property is located outside the limits of a municipality, the Property may now or later be included
in the extra-territorial jurisdiction (ETJ) of a municipality and may now or later be subject to annexation
by the municipality. Each municipality maintains a map that depicts its boundaries and ETJ. To
determine if the Property is located within a municipality's ETJ, Buyer should contact all municipalities
located in the general proximity of the Property for further information.

G. Brokers are not qualified to perform property inspections, surveys, engineering studies, environmental
assessments, or inspections to determine compliance with zoning, governmental regulations, or laws.
Buyer should seek experts to perform such services. Buyer should review local building codes,
ordinances and other applicable laws to determine their effect on the Property. Selection of experts,
inspectors, and repairmen is the responsibility of Buyer and not the brokers. Brokers are not qualified
to determine the credit worthiness of the parties.

H. NOTICE OF WATER LEVEL FLUCTUATIONS: If the Property adjoins an impoundment of water,
including a reservoir or lake, constructed and maintained under Chapter 11, Water Code, that has a
storage capacity of at least 5,000 acre-feet at the impoundment's normal operating level, Seller hereby
notifies Buyer: “The water level of the impoundment of water adjoining the Property fluctuates for
various reasons, including as a result of: (1) an entity lawfully exercising its right to use the water stored
in the impoundment; or (2) drought or flood conditions.”

. LICENSE HOLDER DISCLOSURE: Texas law requires a real estate license holder who is a
party to a transaction or acting on behalf of a spouse, parent, child, business entity in which
the license holder owns more than 10%, or a trust for which the license holder acts as a
trustee or of which the license holder or the license holder's spouse, parent or child is a
beneficiary, to notify the other party in writing before entering into a contract of sale. Disclose if
applicable: N/A

26. CONTRACT AS OFFER: The execution of this contract by the first party constitutes an offer to buy or sell
the Property. Unless the other party accepts the offer by 5:00 p.m., in the time zone in which the Property
is located, on 03/15/2021 , the offer will lapse and become null and void.
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READ THIS CONTRACT CAREFULLY. The brokers and agents make no representation or
recommendation as to the legal sufficiency, legal effect, or tax consequences of this document or
transaction. CONSULT your attorney BEFORE signing.

Seller: Edinburg Economic Development Corp Buyer:Campos Bros Produce LLC

By: Y Car G e SRRy cor
By (signature): By (signature): % DDDHCOYUYUVS WEHU
Printed Name: Printed Name:
Title: Title:

By: By:
By (signature): By (signature):
Printed Name: Printed Name:
Title: Title:
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AGREEMENT BETWEEN BROKERS
(use only if Paragraph 9B(1) is effective)

Principal Broker agrees to pay (Cooperating Broker) a
fee when the Principal Broker's fee is received. The fee to be paid to Cooperating Broker will be:

R , or

B % of the sales price, or

B % of the Principal Broker's fee.

The title company is authorized and directed to pay Cooperating Broker from Principal Broker's fee at closing.
This Agreement Between Brokers supersedes any prior offers and agreements for compensation between

brokers.
Principal Broker: Cooperating Broker:
By: By:
ATTORNEYS
Seller's attorney: Buyer's attorney:
Address: Address:
Phone & Fax: Phone & Fax:
E-mail: E-mail:
Seller's attorney requests copies of documents, Buyer's attorney requests copies of documents,
notices, and other information: notices, and other information:
|| the title company sends to Seller. [ ] the title company sends to Buyer.
| | Buyer sends to Seller. | | Seller sends to Buyer.

ESCROW RECEIPT

The title company acknowledges receipt of:

| | A. the contract on this day (effective date);
| | B. earnest money in the amount of $ in the form of
on
Title company: Address:
By: Phone & Fax:
Assigned file number (GF#): E-mail:
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INCENTIVE APPLICATION

General Information

Business name: Campos Bros. Produce

Industry classification code (NAICS):425120
Business address: 2501 W. Military Hwy STE C53 McAllen, TX78503
City: McAllen
State: Texas
Zip code: 78503
Point of contact: Omar Campos
Title: Owner
Phone number: (956) 432 - 7068
Email: Camposbros@]live.com
Total number of employees: 15
Approximate annual sales: $3,800,000.00
Minority-owned  business: [X  Yes [] No
Percentage:100%
Woman-owned business: [ ] Yes [ No Percentage:

Veteran-owned business: [ Yes [ No Percentage:



Mark Hanna
$3,800,000.00


Project Information

Project address or description oflocation: Edinburg North Industrial Park Lot 9

Brief description (purpose, timeline, etc.): PURPOSE: Acquire land and build a 20,000 SF Cold
Storage Facility to Operate Campos Bros Produce. After acquisition, construction will begin
between 6 — 12 months of closing on 3.55 AC property tract.

Number of jobs created:

Number of jobs retained: 15

Estimated number of jobs created or retained filled by Edinburg

residents:4

Total capital investment: $2,477,500.00

Is the proposed project located in a Texas Enterprise Zone? [LIYes [X No

Cost Breakdown

Land:
$177,500.00

Infrastructure:
$100,000.00

Building:
$2,200,000

Machinery:
TBD

Equipment:
TBD

Other:

Total:
$2,477,500.00



Incentive Request

Please indicate which incentive(s) you are applying for: No incentives are required other than
opportunity to purchase the property at a price of $50,000 Per Acre.

Job Grants

Job grants may be offered on a one-time basis or for a set period of time, and paid annually upon
EDC and City Council approval of completed compliance documentation.

[ 18500 per qualified job. Qualified jobs are full-time with benefits paying $15/hour or more.
Estimated number of jobs:

[ 18750 per qualified job if filled by a Veteran, disabled worker, person living below the poverty
line or experiencing homelessness, or facing some other barrier to employment.

Estimated number of jobs:

[ 1$1,000 per qualified job if worker is provided employer-sponsored training that results in an
industry-recognized certificate or other credential.

Estimated number of jobs:
The City and the EDC may consider co-investing with employers in internship opportunities for
high school or postsecondary students living in Edinburg, especially for experiences that could

lead to an industry-recognized certificate or other credential.

[ 1T would like to discuss internship opportunities with Economic Development staff.



Tax Refunds

Tax refunds may be offered on a one-time basis or for a set period of time, and paid annually
upon EDC and City Council approval of completed compliance documentation. The City may
consider requests for refunds up to 50% of property and/or sales taxes paid to the City. For
projects creating or retaining 500 or more jobs, the City may consider refunds up to 80%.

L] Property tax refund

Total estimated property value subject to city property tax upon project completion:
Percentage refund requested:

[ ] Sales tax refund

Total estimated annual sales subject to city sales tax:

Percentage refund requested:

Infrastructure

The City and the EDC may consider investing in infrastructure or other improvements on behalf
of a project if the investments would improve the competitiveness of the impacted area overall in
terms of attracting future development, or result in other benefits to the community.

[ 1T am requesting EDC and/or City participation in infrastructure costs.

Please describe and provide a cost estimate for the requested investment:



Please explain how the investment will benefit the community. Be specific and quantify the
city’s return on investment, if possible (250 words).

After purchasing the land, we will build, from the ground up, a 20,000 Cold Storage
facility and relocate our McAllen business to the City of Edinburg. After building the
Cold Storage facility the property tax value will be over $2,000,000 and an increase in
revenue to the City of Edinburg. We also look to expand in the future and hire more
Edinburg residents.

Other
[T am requesting another type of incentive.
Please describe:

No incentives are required other than opportunity to purchase the property at a price of $50,000
Per Acre.



The University of Texas

RioGrande Valley

Data & Il'gﬂﬂﬂaﬁﬂﬂ
Systems Center

Impact Report
Campos Bros. Produce

Capital Investment: $2.47 million
(Land: $177,500, Building $2.2 million, Infrastructure $100,000)

Jobs: 15 Direct, 14 Indirect and Induced, 29 Total

Annual Sales: $3.8 million

City Incentives: SO

New Households: 4

Yearly Net Fiscal Impact

5 Year Fiscal Impact

$40,000
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- . l
$20,000 .
$10,000
50
-$10,000
-520,000
1] 1 2 3 4 5
N Total Revenue I Total Expenditures MNet Fiscal Impact

BENEFITS
Sales Taxes $32,190
Property Taxes $120,773
Franchise Fees $2,433
Business License/Occupation Tax $165
Services $1,020
Revenues from Fines $679
Revenues from Permits $340
Miscellaneous Fees $1,000
Utility Revenues $21,413
TOTAL BENEFITS $180,013
COSTS
Support SO
Public Works $3,968
Recreation/Libraries $4,271
Court System S716
General Government $10,364
Health Services $616
Social Welfare S616
Public Safety $17,272
Other Costs $568
Utility Revenues $21,413
TOTAL COSTS $47,114
NET BENEFITS $132,899

NPV OF BENEFITS

$132,899




Edinburg Economic Development Corporation

Closed Meeting.

2. Description/Scope:
Closed Meeting.

3. Estimated Timeline:
N/A

4. Budget:
N/A

5. Procurement/Selection Process:
N/A

6. Staff's Recommendation:
N/A

7. Justification:
N/A

Blanca Davila
Director of Economic Development

ATTACHMENTS

Meeting Date:March 4, 2021

Discussion and possible action regarding the purchase,
exchange, lease, or value of real property. (§551.072.
Deliberation Regarding Real Property; Closed Meeting)

Approved:
Not Approved:
Tabled:

No Action:
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