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: Padgett Straten

Independent Auditors’ Report

To the Board of Trustees
Muddlen interaationgl Toll Bridge
tinallen, Texas

We have sudited the secompanying Statements of Net Assets of the Mcoallen internations! Yol Bridge
{the “Bridge”), an enterprise Tund of the City of Maohlien, Texas, as of Seplember 30, 2012 and 2011, and
the rolated Statements of Revenues, Bxpenses, and Changes in Fund Net Assets and Cash Flows for the
years then ended. These financial staternents gre the responsibity of the mansgement of the Bridge,
(Our cesponsibility is 1o express opinions on thess fisancial statemenis based on cur audit

We conducted our audit In sccordance with auditing standards generally accepted in the United Stetes
of Americs and the standards applicable to financial sudits contained in Goverament Auditing
Standards, ssued by the Comptroller General of the United $tates. Those standards reguire that we
plan and perform the audit to obtain reasonable assurange about whether the financial statements are
free of mateddsl misstatement.  An audit includes consideration of internal control over financial
reporting a5 2 basis for designing audit procedures that are appropriate is the circumstances, but not for
the gurpose of expressing an opinicn on the effectivenesy of the Bridge's internal control over financial
reporting.  Accordingly, we express no such opinion. An audil also includes examining, on 2 123t basis,
pvidence supporting the amounts and disclosures In the financisl statements, assessing the accounting
pringiples used and sigrificant estimates made by mansgement, 3% well as svaluating the oversl
financia! stetement presentation. We belleve that our sudit provides 5 reasonable basis for our
spiniong.

As discussed in Npte 1, the financial stalements present only the fingngial position of the Bridge, an
grterprise fund of the Uty of Mcallen, Texss, and 40 not purport to, and do not, present fairly the
finpncial position of the City of Mcallen, Texas, 25 of Seprember 30, 2017 and 2011, and the changes in
its financial pogition and cash flows for the vears thes ended in conformity with acecunting principies
generally sccepted In the United States of America.

In pur opinion, the financial statements referved tw above prasent fairdy, in all reaterial respects, the
raspective financial position of the Bridge as of September 30, 2012 and 2011, and the respective
changes In firaacial position, and cash flows thereof for the years then ended, in conformity with
accounting principles generally sccepted in the United Stetes of America.
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in accordance with Government Auditing Sondards, we have aiso issued our raport dated December 12,
28032, on our congideration of the Bridge’s internal control over Hnancial reporting and on surtss of ln
camphiance with certain provisions of laws, regulations, contracts, and grant agreements snd gther
matiers. The purpose of that report is 10 deseribe the scope of ocur tasting of internal cantrol over
financial reporting 2nd compliance angd the resulis of that esting, and not o provide sn apinion on
internal controt aver financial reporting o on compliance. That report is en integral part of an sudit
parformed in accordance with Government Auditing Stondards and should be considered in assessing
the resuits of our audit.

Agcounting principles generally accepted in the Unhied States of America reguire that the Management's
Diseussion and Anshysiz, as listed in the table of contents, be presented to supnlement the basic financial
statements. Such infermation, although not 3 part of the basic financial statements, i required by the
Governmential Accounting Rtandards Bosrd, who considers it e an essential part of financial
reporting for plading the basic finencial siatements In 2n appropriate operatinnal, econormic, or
historical context.  We have appiied ceriain limited procedures to the required suppiementery
infarmation in atcordance with sudting standards generaily accepted in the Uinited $ates of Amerkca,
which consisted of inquiries of management zbout the methods of preparing the information and
comparing the informstion for consistency with management's respanses {6 our inguities, the basic
fingncial stztements, and other knowiedge we obtained during our audit of the basic financial
staterments, We do not express an opinion or provide any assurance on the information because the
limited procedures do not grovide us with sufficiant evidence to express an opinion or pravide any
assuranca,

Our audit was conducted for the purpose of forming opintons on the finangial statements that
collectively comprise the Bridge's financia! statements. The Schedule of income Distribution — Last Ten
Years; Schedule of Changes in Restricted Assets - Cash and Investments; Schedule of Rental incoms;
Comparaive Detalied Schedule of Operating Expenses; Toll Bridge System Lombined) ~ Meallen
interngtional Toll Bridge and Anzalduas Internebional Crossing: Schedule of bet Assets information;
Lrhedule of Revenues, Expenses, and Thanges in Fund Net Assets Information; and Schedule of Cash
Flows information, which gre Hgted in the table of conlents as supplemendary information, are
presented ior purnoses of additional analvals and 2re not 2 required part of the financial statements,
Such information s the responsthility of mansgement and was derived from and relates direcily 1o the
underiying sccpunting and ather records used o prepare the financial stetements. The information bas
been subjected 1o the auditing procedures applied in the audit of the financial statements and certain
additionat procedures, including comparing and reconciling such information directly to the underying
atcounting and other records used (o prepare the financial statements or to the financizl statements
themselves, and other additional procedures in accordance with auditing standards generally accepted
inn the United $tates of America. In our opinion, the supplementary information referenced above i3
fairly stated in all material respects in relation 16 the Hnancial statemenis as a whole,


http:f1nand.a1

Our sudit was condutted for the purposs of forming opinion: on the finsngial statements that
coliectively compriss the Bridge’s financial sigtements. The Schedule of Yehicle and Passenger Traflic -
Last Ten Years (Unaudited), Schedule of Car and Truck Trafiic Reveaus ~ Last Ten Years {Unaudited),
Schedule of Board Advances to Anzalduas internatinnal Crossing (Unaudited), and Schedule of Insuraace
Coversge {Unaudited) are presented for the purposes of additional snalysis and are not a required pant
of the basic financial statements. Such informetion ks not bean subjected to the auditing procedures
apphied in the sudit of the besic financisl stetements, and accordingly, we do not express an opinion or
provide any assurance on it

Padgett, Stratemoann

Ceartifiad Public Accountants
December 12, 2012

& Con, LLP.
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MeAllen International Toll Bridge
Managemeat’s Discassion and Analysis
September 30, 2012

This discussion and analysis is intended to provide an overview of the of the MeAllen
International Toll Bridge’s financial performance for the fiscal year ending Septenber
30, 2012 snd the related effect on its financial condition. Please read it in conjunction
with the basic financial statements, which follow and include the notes thereto, which are
necessary for a complete understanding of the data containgd in the financial statements.
Following the notes (o the financial statements is certain supplementary information.

BRIDGE OPERRTIONY, HIGHLIGETS

The wble below reflects the activities for southbound traffic crossings, which remained
substantially at last year’s levels. It gppears that further declines have been avoided due
ta the relative absence of violence on the Mexican side.

incvemse %% Increase

Category FY 13143 FY16-11 {Derrease} {Decrease}
Cars 2386097 21597.6564 {81580 4.40%
Trucks 4520 1,641 4,972 303.46%
Buses 164080 17,464 {784) -4.30%
Passengess incars 7463243 TA94,240 {28,997) <3, 40%

As shown on the Statement of Revenues, Expenses, and Changes in Fund Net Assets, asa
result of this vear’s operations, net assets increased by $1.5M.  Operating revenues were
up $1.1M and operating expenditures increased slightly,

grerview of the Hnanctal Saicmenys

These reports consists of several financial statements and includes, the Statement of Nt
Assety, Statement of Revenue, Expenses and Changes in Net Assets, and the Statemeny of
{"ash Flows for the current fiscal year ending Seplember 36, 2012 as well as the previous
fiscal vear.



MeAllen International Toll Bridge
Management’s Discussion and Analysis
Septernber 30, 2012

Reguired Hasaclal Matemenls

The Statement of Net Assets includes all of the assets and liabilities of the Bridge and
provides information about the nature of the resources {assets) and obligations o
creditors (liabilities).  The assels and liabilitles are presented i o2 format that
distinguishes betwsen current and long-term categories.  Over time, incresses of
decrenses tn nel assets may be 2 useful indicator of whether the financial position of the
Bridge is improving or detertorating,

The Staternent of Revenues, Expenses, and Changes {n Fund Net Assets analyzes the
Bridge’s operations over the past year and provide comparative information for the
previous two fiscal yvears. The statements illustrate the Bridge’s ability to cover operating
expenses with revenves received during the same vear.

The Statement of Cash Flows is the final required financial statement. This statement
pravides information on the cash receipts, cash pavmenis, and pet changes in cash

i

resulting from operations, financing and investment activities.

Noies to Financial Statements provide additional information that is essential 10 g full
understanding of the data provided in the financial staternents. These notes can be found
11 the section following the Statement of Cash Flows,

FIVANCELL POSITION SIHHARY

Met assefs, and its components, over time serve 23 a meaningful measvre of the Bridge’s
financial position. As of September 30, 2012, net assets increased by 31.5M.



MeAlen International Toll Bridge
Management's Discussion and Analysis
September 30, 2612

A summary of the Bridge's Condensed Statement of Net Assets information is presented
helow:

Condensed Siatement of Net Asseis Information

FY 1112 FY it FY §99-10

ASBETS
Current 2588 g 2,161,103 5 205371 g 2,5389.350
Bastricied assel £, 254783 3235,708 5,083, 141
Met caplial asger £,783854 7277528 7,622,591
{nher assty 15,384,821 14,345,878 13,767,801

Togel assets 2 38354341 LS ARV 23042913
LIABILITIES:
Cument ligbilies § £63 840 4 239,651 5 1,004,104
Payable fom regricwed assels H% 288,188 277,597
Long-derm Habilities 237822 134,219 103,270

Total nbilities 3 [, 178738 3 1282 638 Yy 1,075 063
NETASSETE
Investrd in capital assels,

net of relamd deby § 6783654 % 6995315 % 7,081,148
Restrivted §, 177,808 3,232,597 3,075,520
Unresiricted 16,414,162 15,801,306 15,211,254
Total net agseis 5 25375624 §  27830,718 3 27,367,922

Revenpes, Expeirses ang Changes in Fung Net 4ssels

Even though there was a slight dechine in southbound car crossings of 11K or 4% toll
revenue rose 1o $132Me—an increase of $1.1M due to increase in rates. Rental and other
income remained relatively flat. Operating expenses increased slightly from last year's
level to $3M, resulting in operating income nerease of $911K, leaving a §1.5M 1increase
to net asgets after distributions to the citles.

Condensed Schedule of Revenues, Expenses, and Changes in Fund Net Assels provide
additional information on the changes in the foll bridge fund. These condensed
statentents information is presented in the following page.



Meallen International Toll Bridge
Manpagement’s Discussion and Apalysis

September 30, 2012

Condensed Schedule of Revenues, Expenses,
and Changes in Fund Nef Assets Information

Qperating revenies:
Tolls
Remal income
Other income

Total operating revenues

Operating expenses:
Personngi
Supplies
Other servives and charges
Mgiatenanos

Bepreciation
Tolal operating expenses
Operating income

Nonoperating revenues (oupensesy
Dristribution of income to Ciy
of Hidalgo
Investinent income
Inlerest exnense
Amaortization of bond premium
Interest on boacd advaness

Total nonoperaiing revenues {2Xpenses)
income hefore transfers and compibutions

Capital Contribution

Transfers 1o City of MeAllen
Transfers 1o debt service Serieg "B
Transfers in - gther

Changes o aet assels
Tosal net assets ot beginning of year

Total net assets at end of vear

FY 11-12 FY 10-11 FY 09-10
$ 10,211,452 § 9063280 % 9313441
1,558,127 1,353,180 1,437,381
51 744 388,727 302,703
11,911,323 10,303,187 11,053,523
1.116,179 1,178,704 1,252 101
§9.881 71,588 70,363

259 941 900,570 700
318,251 121,032 97,653
573,073 563,003 556583
3,037,325 2,840,517 3,7717.015
8,873,098 7,962,270 8,276,510
(1970.29%) {2,900.564) (2,781,954}
4547 5 135 §,57%
(6,026 {15,865 (30,528}
(3,987) (5,569} (9,56%)
486,649 460,943 458,353
(2438 210) {2,463,020) {2,357.486)
4,325,188 5,459,250 5,919,074

- 134,503 .
(4,168,414) (4,429,159) {4,886,388)
(671,868} (134 467y (770,276}

; 2,609 -

1,544,906 462,796 361,860
37,830,718 27,367,927 37,166,062

$ 29.375,624 $ 27,830,718

S 27,367,922
Lzt




McAllen International Toll Bridge
Management’s Discussion and Analysis
September 30, 2012

TOIL RATES

The Bridge charges tolls on southbound crossings into Mexico for various categories of
customers as indicated below:

Category Fy 11-12 FY 16-11
Pedegrians $£0.75 $0.75
Cars $3.00 $3.00
Trucks {Depending on & of Axles) $7.00-520.00 $7.00-520.00
Buses (Depending on # of Axles) $7.00-89.01) $7.00-39.00
Maotoreyeles £3.00 $1.00
Extra Axle $3.00 $3.00

The Board of Trustees approved an increase of 50¢ per car crossings and 25¢ on
pedestrians effective June 01, 2011, The Board also decided to transfer 25¢ of the
increase in car crossings to the Capital Improvement fund for future improvements.

At s meeting of October 8, 2012, the Toll Bridge Board approved an increase to the
pedestrian toll crossings fee 25¢, from 75¢ to 31, effective January 1, 2013.

REVENTES

The following chart illustrates the relative contribution of each category of revenue to
total operating revenues:

T An BTolis
AT
IR enkals
FliGther

EXPENSES

The following chart shows the major cost centers and cach percentage contribution o
total operating expenses for the current fiscal year.



MecAllen International Toll Bridge
Management’s Discussion and Analysis
September 30, 2012
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CAPITAE ASSEIN AND DEBT ADHRBTRS
fapita) dsiers

At the end of this fiscal year, the Bridge had 36.8M in capital assets, consisting of the
following.

apil Asseis
FY ti-12 FY 1811 FY 49.18

Land $ 573708 3 373,793 b 373,798

Buidings 10,698 056 HI6598,0848 10,698 885

Tmproveiments ather than buildings 2,415375 2411169 2,331,268

Pachinery and equipmert 1,784,526 1,784,524 1,630,057

Constushion in progress FI642 2,430 15,120

Tozl eapinl assess 15,549 428 IS470,059 15,252,289
Accumuiaid depreciation (8.765.774) (8,192,701 1,629,678

Total capiial assets, net 5 6,783,654 $ 0 7271328 5 7,622,591
B i T T

For 2012, $79K of purchases and were made, wiuch consisted of improvemenis o the
bridge offices and crossing ares and office eguipment. In 2011, the total net purchases
amounted 1o $218K. This manly consisted of improvements 1o the foll cellection system
and minor squipment.

A0



MeAllen Internationsl Toll Bridge
Management’s Discussion and Analysis

September 30, 2012
Bept
At the end of this fiscal year, the Bridge had no ouistanding revenue bonds.

FLONOHIC F3CTORS AND AEXT FEAR S BIDGET AN RATEY

During the budget process for {iscal year 2012-13 the elected and appomied officials
considered many factors deiving bridge crossings including job growth, growth i new
housing, bank deposits, retail sales growth, the unemployment rate, inflation, the level of
growth (n the magquiladora indusiry, the dollar exchange rate with the Mexican peso as
well a3 anticipaied level of Winter Texan tourists that spend between 4 to & months
during the winter months in our area a5 well as the continued unceriainty in Mexice.

Taking the above factors into accoum, toll revenues were budgeted at % more than
fiscal year 2011-2012. Operating expenses were increased by 10% due o maintenance of
facilities staffing.

CONTACTING THE (178 FIRBAL MIAAGENEN]

This financial report 15 designed to inform the citizens, taxpavers and customers of the
City of McAllen, the City of Hidalgo, which shares in the net swrpfus revenwes of the
Bridge's operations as well as s investors and creditors about the Bridge’s finances and
to provide accountability for the resources that it receives. I vou have any guestions
about the report or need additional financial information, contact the Finance Director’s
Office at the City of Mcallen, 1300 Houston, McAllen, Texas 78505,
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McAllen International Toll Bridge
Statements of Net Assets
September 30, 2012 and 2011

Assels
2012 2611
Current Assels
Cash $ 322584 3 1704 56
Cersificgtes of depost - 400,008
inwesinegnts 1,938,118 1,413,190
Accrued nlerest receivable - £77
Otherreceivables - A2 451
Totaiunrestricmid ourrent assels 2161100 2433774
Restricted Assets
{ash
Carrent debi service and capital inprovement §24204 4131
Tota! regircind cush 124204 4,151
Cerdficates of depos/ mvesiments reserved for distribution 4,610438 & Vip4aes
Invesimenis 1,520,143 1,061,149
Total regried assets 6234783 5,23579%
Total cureemt assels 2,413,888 7,289572
Capial Aseis— & 008t
Land T8 573,794
Buikiings 10,698 086 15,6980586
Improvemsents other than buildings 2415374 2,411,169
Machinery and equipme 1,784,536 1,784,526
Congeuction in progress 77642 2450
15,549,428 £5, 470124
Less acoumudaied deprediation B 765774 2192579
Mercapin! assets 5,781 6354 7,277,328
Dither Assels
Unramortized bond tssue £os " 3587
Excess of purchase price over assets asquired &09,713 609,713
Board advances 14,745,108 12,932,174
Toial other agse1s 15,354 821 14 545874
Total sssets 3 30,554,342 L B

The aocompanying notes are an integral part of these staiements.

. b



Laabilities

Currend Liabiities
Duez o City of Hidalgo
Avcounis pavable
Compensated shsonces dus ong year
Other payables
Total unrestricied curgnt lablities
Liabifities Payable From Regtricted Assats
Accounis pavable
Duz to City of MeAllen-imnterest on investingnis
Current insiliments of revenue bonds
Accried revenue bond interest
Total iabilities pavabile from resiricted assel
Total current Niahilides

Lang-Torm Linbilities

Compensated shsenues
Defered revenue

Total long-term Habiliies

Toial mbilitiex
Net Assels
Imested in capital assets-net of velated ey
Restricted per rovenus borgd ordinantes
Resirigted for tmprovements
Resteigied o distribution © the Ohty of MoaAlken

Linrestricted

Togal net assels

Toial Habilities and nod mesals

and Net Assets

212 2011
$ 731,518 3 ERET:
41,050 59308

42,000 $2 000

39275 37,185

£63,840 859651

75,192 .

1,785 2084

- 283,000

- 1,104

3 76,977 788,188
540817 1,147,839

42,422 38,113

195800 96,1 06

237922 134219
1178739 1,282,058

6,783 654 5,9963 13
502,198 667878
1,066857 396,305

4,608 653 4168414
(6,414,162 15 601806
29175424 27,8307 18

% 30,554361 5 29,112,776
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McAllen Internations] Toll Bridge
Statements of Revenues, Expenses, and Changes in Fund Net Assets

Years Ended September 30, 2012 and 2011

2012 2011
Cperating revenues:
Tolls b 10,211,452 5 0063280
Fertal noome L388.107 1,353,180
Otherincome 141 744 386727
Toinl opersting revenuss 13931393 18 803,187
Operaling sxponses:
Salaries 245,137 870,120
Payrol taxes and benefits FAE LY 168,584
tesurance 0568 56,368
Materighs and supplies 69881 73588
Mantenans JLEIS 171032
Hridge securily jtg41n 320417
MisceBaneous services 290,154 526,785
Denrecizion 373073 563023
Total operating expanses 3.037.328 2,840,917
Cperating income 8,873 008 7.962270
Noneperating révemues {expensssh
Trstribution of income & the Ty of Hidalge 2,970,293 (2,900,864}
Irvestment oo 4,847 3,138
ingenat experss {6,526y {18345}
Amortizagon of bond premium {31587 {9,589
Trserest on board advanoss 455648 45603.543
Tedal net nonoperaling rovenues {expensss) o RAREEIG) (28630203
trmome before aperaling ransfers and contributbions $,385,188 5498230
{apital contributions 124,583
Transfers o the Cuy of MeAllan {4,108 4143 (4 439 189
Transfers to debl service Series "B (471 268} {734,467
Trangfers in - piher “ 2609
Changes i et assts 1,544 906 462798
Total set assets ai begioning of yvear 27,830,718 27,367922
Total ng assets al end of vear 5 395736324 5 27838718

The accompanying notes are an integral part of these statemennis.
T



MeAllen International Toll Bridge

Statements of Cash Flows

Years bEnded September 30, 2012 and 2011

{Continued)

€ agh Flows From Gperating Activitles
Reesipts from cusiomers

Paymenis o employees

Payments to suppliers

Met cash provided by operating activities

{Cash Fiows From Noncapital Finspoing Activities
Distribution of ncomwe to the Uity of Hidalpo {net of payvables)
Dpersting transfers to the Tty of MoAllen (et of payebles)
Reimbursemont on Board Advances

Board advance to Anzalduss [nfernational Crasstag- Series A
Board advance to Anzalduas Intemational Crossing- Series B
Transfers from Health Insurance fund

Net cash used by noneapital financing activities
£ ash Flows From Capital and Related
Financing Activities
Agguisition and construction of capifal assets

Princios! paid on long-term deln
inisrest paid

Mot cash used by capiial and reluted
financing activities

Cash Flows From Investing Activities

Receipt of interest

Proceeds from sales and maturities of invesimenis

Purchase of investmenis
Fet cash provided {used} by mvesong activities
Nt increase {decrease in oash

{lazh g beginning of vear

Cash at end of year

2012 LS
12,080,470 $ 10,839,756
{1,110,080) {1,089,011)
(1366,3310) {1,183,
4 604 039 B.367.523
{2,949.936; (3061491}
{4,168.713) (4432415
- 1275418
{326,283 {338,835
(871,888 {134,467
- 2609
(8,116 800) {7.273.179)
{4,306) {93350
{285,000y {27006
{7,130} (19,5783
(296,336} {383,215%
5,525 3243
7,044 8136 H,035,172
(%,668,703%) £2.045.9353)
£1,418,347) £14008 3380y
172,581 {94,409
174,607 269,017
347,168 % 174,60

The avcompanying notes are gn integral part of these statemenis.



McAllen International Toll Bridge
Statements of Cash Flows
Years Ended September 30, 2012 and 2011

(Continued)

2012 2011
Reconciliation of Cash Per Statements of Cash Flows
to the Statements of Net Assets
Unrestricted cash $ 222,984 $ 170,456
Restricted cash 124,204 4,151
$ 347,188 $ 174,607
Reconciliation of Operating Income to Net Cash
Provided by Operating Activities 5 8,873,998 5 7,962,270
Adjustment to reconcile operating income to
net cash provided by operating activities:
Depreciation 573,073 563,023
Changes in assets and liabilities:
Accounts payable (18,258) 10,179
Other payables 2,090 6,102
Accounts receivable 69,453 -
Accumulated unpaid absences 4,009 (10,620)
Deferred revenue 99,694 36,569
Total adjustments 730,061 605,253
Net cash provided by operating activities $ 9,604,059 $ 8,567,523
Noncash investing, capital and financing activities:
Contribution of capital assets from outside source $ - $ 124,593

The accompanying notes are an integral part of these statements.
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McAllen International Toll Bridge
Nates to Financial Statements
September 30, 2012 and 2011

1. Summary of Significant Accounting Policies
Reporting Eotity

The City of McAllen, Texas {the “City"™) owns and operates the McAllen International
Toll Bridge (“Hidalgo Bridge™) between the Cities of Hidalge, Texas and Reynosa
Tamaulipas, Mexico, Pursuant to the Hidalgo-Mission-McAllen Intertocal Government
Agreement, executed April 1, 2003 (P2003 Agreement™), the City of McAllen and the
City of Hidalgo share in the unaliccaled balance of surplus net revenues at the following
percentages: City of MoAilen, 64% and the City of Hidalgoe, 36%. The agreement also
provides that the bonds, issued by the City of MeAllen fo finance the construction of a
new international toll bridge, linking the United States, south of the City of Mission,
Texas and the westernmost part of Reyposa, Tamaulipas, Mexico, the Anzalduas
International Crossing (“Anzalduay Bridge™), are secured by the net revenues of the
Hidalgo Bridee as well as the Anzalduas Bridge, The City of McAllen issues publicly
available audited financial staterments for the Anzalduas Bridge, which may be obtained
by writing to City of McAllen Finance Department, 1300 Houston, P.O. Box 220,
Moallen, Texas 78505,

The primary function of the Hidalgo Bridge is to collect tolls that finance the operations
and maintenance of the international bridge. The Hidalgo Bridge facilitics also include
property and buildings ihat are renied 1o the United Sttes Genersl Services
Administration  ("GSA™, Texas Alcoholic Beverage Commission, and  various
commercial brokers.

The accompanying financial stsiements of the Hidalge Bridge are prepared in conformity
with accounting principles generally accepted in the United States of Amenca for local
governmental units as prescribed by the Governmental Accounting Standards Board
(“GASB™ and the American Institute of Certified Public Accountants. Hidalgo Bridge
operations are included in the basic financial staternents of the City as promulgated by
requirements defining the reporting entily.

in compliance with provisions for proprietary funds as prescribed by GASB, the Brdge's
activities are accounted for in g manner similar to privale business enterprises.
Transactions are accounted for on & flow of economic resources measurement foous,
With this focus, all aszets and lisbilities associated with this entity are included in the
statement of net assets. The statement of revenues, expenses, and changes in net assefs
presents increases {e.g., revenues) and decreases {e.g., expenses) in net assets. The
financial statetnents have been prepared using 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 refated cash flows.



McAllen International Toll Bridge
Notes 1o Financial Statements
September 30, 2012 and 2011

1. Bummary of Significant Accounting Policies-Continued
Basis of Accounting

Private sector standards of accounting and fnancial reporting issued pror to December 1,
1989, generally are followed in the propnefary fund financial statements (o the extent that
those standards do not conilict with or contradict guigance of the Governmental
Accounting Standards Board. Governments also bave the option of following subsequent
private-sector guidance for their enterprise funds, subject to this same lmitation. The
Hidalgo Bridge has glectad not to follow subsequent private-sector guidance.

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services in connection
with a proprietary fund’s pnncpal ongoing operations. The pringipal operating revenues
of the Hidalgo Bridge enterprise fund are charges o customers for toll crossing and
SErvices.

Operating expenses for enterprise funds include cost of services, administrative expenses,
and depreciation on capital assets. All revenues and expenses not meeting this definition
are reported as nonoperating revenues and expenses,

In 2011, the Bridge adopted the following new GASB pronouncement:

(3ASE Swaternent No. 59, Fiumcinl Instrumenis Omnibus. This statement addeass
Financial reporting and disclosure requirements of centain financial instruments
and external investment pools for which significant issues have been identified in
practice.

Capital Assets

Capital assets are capitalized because they are used in the production of services sold,
Capital assets are recorded at cost if purchased or constructed.  Net interest cost
pertaining to qualifying assets which are related to construction in progress is capitalized
as outlined in Financial Accounting Standards Board Staternent No. 34, No interest was
capitalized during the years ended September 30, 2012 and 201 L.

Depreciation is provided over the estimated useful lives of the assels using the straight
line method. Total deprepiation expense for the vears ended Seplember 38, 20172 and
2011 was $573,073 and $363,023 respectively. The estimated useful lives are as follows:

Furmnture and office equipment 3-5 years
Maintenance equipmer! 5 years
Paving and sidewalks 10-20 years
Toll-registering equipment 30 years

- 20



McAllen International Toll Bridge
Notes to Financial Statements
September 30, 2012 and 2011

1. Summary of Significant Accounting Policies-Continued

Bridge 40 years
Buildings 40 years

Maintenance, repairs, and renewals that do not materially add to the value of the property
nor appreciably prolong its life are charged to expenses as incurred. Gains and losses on
disposition of capital assets are included in income.

Advances

Anzalduas Special and Start Up Fund Advance Receivable from Anzalduas International
Crossing

Beginning with fiscal year ending September 30, 1991, the Hidalgo Bridge has financed
the development costs for the Anzalduas International Crossing (Anzalduas Bridge) from
a restricted account of that fund, the Anzalduas Special and Start Up Fund. According to
the 2003 Agreement, the amount that may be spent from that fund for expenditures
relating to the obtaining of the Anzalduas Bridge Presidential Permit and for the design or
construction cost, operation expenses of the Anzalduas Bridge, and initial debt service on
bonds related to the Anzalduas Bridge is limited to no more than $6,000,000. This
advance is to be repaid with interest accruing at the interest rate on bonds issued to
finance the Anzalduas Bridge, from the net revenues of the Anzalduas Bridge after all
bond ordinance requirements have been met. As of September 30, 2012 the Anzalduas
Special and Start Up Fund advance receivable from the Anzalduas Bridge amounts to
$10,407,504, (9,925,342 in 2011) of which the City of McAllen’s portion is $6,660,803
and the City of Hidalgo’s portion, $3,746,701. During this fiscal year, the balance was
increased by accrued interest in the amount of $482,162.

Board Advances Receivable from Anzalduas International Crossing

The 2003 Agreement also provides for advances to be made between the Hidalgo Bridge
and the Anzalduas Bridge as the need arises. The agreement provides that advances will
accrue interest at a rate equal to the City of McAllen’s bank depository rate. This advance
is to be repaid from the net revenues of the Anzalduas Bridge afier all bond ordinance
requirements have been met and the Anzalduas Special and Start Up Fund advance
receivable has been paid. As of September 30, 2012 the board advance receivable to the
Hidalgo Bridge amounts to $4,337,604, ($4.006,833 in 2011) of which the City of
McAllen’s portion is $2,776,066 and the City of Hidalgo’s portion, $1,561,538. During
the year the balance was increased by accrued interest of $4,491 and board advances of
$326,280.



MeAlleo International Toll Bridge
Notes to Financial Statements
September 30, 2012 and 2011

1. Summary of Significant Accounfing Policies-Continued
Board Advance “B”

During this fiscal year, the Hidalgo Bridge also transferred 3671,868 (8734 467 n 2011
i the Anzalduas Brdge in support of City of MeAlen Series 2007 B Bonds debt service
requirements. The 2003 Agreement mrovides that advances will accrue interest al a rate
equal 1o the City of MoAllen™s bank depository rate. This advance is deducted from the
City of McAllen’s share of unallocated net surplus revenues of the Hidalgo Bridge. The
City of Mission is responsible {or repaying directly to the City of McAllen for its prorata
share from its share of the net revenues of the Anzalduas Bridge after all bond ordinance
requirements have been met and the Anzalduas Special and Start Up Fund advance and
the board advances for Sories 2007 A have been paid.

As of Septernber 30, 2012 the board advance owed by the City of Mission to the City of
Mcallen amounts o $1,244791, increasing from $1,014,864 for the yesr ended
Septemiber 30, 2011,

Long-Term Ohligations

Long-term obligations of the “Bridge” include bonds expected to be paid enlirely by
revenues, Such obligations are secured by the general eredit and 1oll-collecting powers of
the Hidalgo Bridge. In addition, the ouistanding bonds issued 1o finance the Anzalduas
Hridge are secured by the net revenues of the “Bridge™ as well a5 the Anzalduas Bridge.

Bond Issuance Cost

Bond issuance cosis are deferred and amortized over the life of the respective issue on a
siraighi-line basis,

Accumulated Uppatd Compensated Absences

Accumulated unpaid compensated absences, consisling of vested accrued vacation and
sick leave, are recorded in accordance with Governmental Accounting Standards Board
Statement No, 16,

Insome Distributions

Pursuant to the Hidalgo-Mission-McAllen Interlocal Government Agreement, executed
Apnl 1, 2003, whereby the Cites of Mcallen and Hidalgo each will share in the
unallocated balance of surplus net revenues at the following percentages:  City of
McAllen, 64% arl the City of Hidalgo, 36%. The agreement also stipulates that as long
as the City of McAllen owns and operates the Hidalgo Bridge, it will guarantee that the



McAllen International Toll Bridge
Notes to Financial Statements
September 30, 2012 and 2011

1. Summary of Significant Accounting Policies-Confinued

City of Hidalgo share will be no less than $2,300,000, provided that there is no natural or
man-rnade disaster causing damage to the bridge facilities, which substantially decreases
tolls; no major peso devaluation substantially curtailing the bridge usage; no Mexican
political insurrection or terrorist activities or policy changes, which substantially curtail
the bridge usage; or unforeseen changes in transportation usage or infrastructure which
substantially curtails bridge usage with the exception of redirection of traffic to the
Anzalduas Bridge.

Bestricted Assets

Restricted assets represent interest-bearing checking accounts, investments, and related
accrued interest receivable, which are reserved for current debt secvice, contingency,
capital iroprovements fund, and distribution of net surplus revenues to the City of
McAllen. The debt service and contingency accounts arose as a result of bond agreements
signed by the “Bridge™ and are thus restricted by provisions of the agreements. Net
assets are restricted to the extent of such legally imposed restrictions.

Excess of Purchase Price Over Assets Acquired

The amount reflected as excess of purchase price over assets acquired represents
goodwill acquired when the City purchased the Hidalgo Brnidge. Since this asset has no
limited term of existence and was acquired prior to November 1, 1970, no amortization is
reflected in accordance with Accounting Research Bulletin Ne. 43.

Cash and Cash Equivalents

For purpose of the Statement of Cash flows, cash and cash equivalents are considered to
be cash on hand and demand deposits. All certificates of deposit transactions, regardless
of onginal maturity, are considered investing activities and, thus, are not considered cash
equivalents.

2. Cash and Investments

State statues authorize the Hidalgo Bridge to invest in obligations of the U.S. Treasury,
1.5, government agency securities, direct obligations of the State of Texas or any other
state, or its agencies, certificates of deposit, banker’s acceptance, commercial paper,
repurchase agreements, mutual funds and qualified investment pools. The City’s
Investment poiicy, which governs invesiments within the Bridge Fund, however, limits
investments to U.8. Treasuries, U5, government agencies, excluding those issued by the
Student Loan Marketing Association and Tennessee Valley Authority, as well as
certificates of deposit. Investments are stated at fair value, as required under
Governmental Accounting Standards Board Statement No. 31. The fair value 15 based on
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2. Cash and Investments-Continued

the quoted value of each investment on the last business day of the Hidalgo Bridge's
fiscal year.

Investments
Investments at fair value, including accrued interest, as of September 30, 2012 and
September 30, 2011 are presented in the following tables:

[nvestment Maturities (in Years) at the end o f September 30, 2012

Less
Fair Value Than } 1-2 2-3 34
Tex Pool 3 8,068,700 § 8,068,700 § - 3 - 3
Cenificates of deposit - - - -
Y 8,068,700 § 8,068,700 § . - $

[nvestment Matrities (in Years) at the end o f September 30, 2011

Less
Fair Value Than ] 1-2 2-3 34
Tex Pool $ 4,480,122 § 4,480,122 § - §$ - 8
Centificates of deposit 2,565,392 1,180,663 1,384,729 -
g 7,045,514 § 5,660,785 § 1,384,729 - 8

Public funds investment pools

Public funds investment pools in Texas (“Pools™} are established under the authority of
the Interlocal Cooperation Act, Chapter 79 of the Texas Government Code and are
subject to the provisions of the Act, Chapter 2256 of the Texas Government Code.

[n addition to other provisions of the Act destgned to promote liquidity and safety of
principal, the Act requires Pools to: (1) have an advisory board composed of participants
in the pool and other persons who do not have a business relationship with the pool and
are qualified to advise the pool; (2) maintain a continuous rating of no lower than AAA
or AAAm or an equivalent rating by at least one nationally recognized rating service; and
(3) maintain the market value of its underling investment portfolio within one half of one
percent of the values of its shares.
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Z. Cash and Investments-Continued

The Bridge investments in Pools are reported at an amount determined by the fair value
per share of the poel’s underlving portfelio, unless the pool iy 2a7-like, in which case
they are reporfed at book value, A 2a7-like pool is one which is not registered with the
Securities and Exchange Commission (*SEC”) as an investiment company, but
nevertheless has a policy that it will, and does, operate in a manner consistent with the
SEC’s Rule 2a7 of the Investment Company Act of 1940,

TexPool is a public funds investment pool crealad pursuant to the Intedocal Cooperation
Act, Chapler 791 of the Texas Government Code, and the Acl. The Siate Compiroller of
Public Accounts exercises oversight responsibility over TexPool, Oversight includes the
ability to significantly influence operations, designation of management, and
accountability for fiscal matters. Additionally, the State Comptroller of Public Accounts
has established an Advisory Board composed both of participants in TexPool and of other
persons who do nof have s business relationship with TexPool. The Advisory Board
raembers review the investiment policy and management fee structure,

TexPool operates in a manner consistent with the SEC’s Rule 2a-7 of the Investment
Company Act of 1940, As such, TexPool uses amortized ¢ost to report net assets and
share prices since that amount approximates fair value. The Bridge believes that TexPool
operales as a 2a-7 like poul g5 described in GASE Statement Mo, 35, Financial
Instruments Omnibus.

{mterest rote risk. The invegiment policy states that no investment shall exceed seven
years in maturity. By hmiting the exposure of s investments by less than two vears as
reflected in the above schedule, the Bridge reduces its risk to the rising interest rates.

Credit risk.  As of September 30, 2012 and 2011, the investments in the State’s
investment pool was rated AAAm by Standards and Poor’s. The certificates of depasit
were jssued by the City’s bank depository, First National Bank, a privately owned bank.
However, the collateral pledged against the certificaies of deposit is comprised of
government securities, which carry AAA rating. Certificate of deposits, including
acerued interest amounted to §0 at the end of September 2012 and 2011, The City's
mvestment policy Iimits authorized investmenis to TexPool, certificates of deposits, US,
Treasuries and federsl government agencies, excluding Student Loan Marketing
Association and Tennessee Valley Authority.

3. Capital Assels

Capital assets activities for the year ended September 30, 2012 and September 30, 2011
are presented in the following tables:
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3, Capital Assets - Continued

Palance at Balaree s
Sepember 30, <Regrement Septerdber 3G,
Faith Additions Teansfer 2012

Land 3 373788 % - 3 - 3 KEENL

Buildings H3 898086 - - 10898088
improvermends other

other than batldings 2411168 4,207 . 2AV85%¢

Machipery and equiprent £,784 524 - - 1784 528

{onsraction in progress 24530 75,192 - 1iBa2

Toml assers £5,47002% 79,359 - 13349428

Less accumulated deprecintion g.192,701 373071 B763TH

Net capital assels 5 7218 % 79,399 3 513073 % 6,783,654

Balanos at Balance at
Septsmber 38, <Retdrement  Septermber 3,
2010 Additlons Transfer= FiEN

Land 3 1308 % - 8 - 5 373,998

Buildings 10,088 086 - - 106598086
improvements ofthor

other tan butldings 231008 £3,291 18670 241 L1588

Machinery and cquipment FE30057 154,409 - 1784526

Construciion in progess 19,120 - {16675 2450

Taml assels 15252369 211,760 - 1547089

Less accomutated depraciation FOZEHTR hGERIES: - 192761

Met capital amsen $ 7,622,591 & (345263)% - & T2T328

4. Revenuve Bonds Pavable and Lopg Term Lighilities

Long-term lability activities for the vear ended September 30, 2012 and September 30,
2011 are reflecied in the following page:
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VicAllen Internstional Toll Bridge
Notes 1o Financial Statements
September 30, 2012 and 2011

Addiniomal
Balance 6t Obligations Retirement Balance &t A ms
Seplember 34, gl Net and Mot September 35, Diue Within
Py peregaes Tiecreases 2012 One Year
Revenug hopds payabie g 285000 % - $ (285000) 3 - 3 -
Compensated shiences 90,113 94,122 (20,115 04,122 52,000
$ 375113 $ %4132 § (375013 ;) 94122 3 52,000
Addition!
Balare at Obligations Hetirement Balance s Amounis
September 30, aned Nei and Nei Septomber 30, Due Wibin
2614 increases Diecrenses 2018 e Yeur
Kevere Donds pavable $ 553000 kY - £ 230000 § 283000 $ 2858460
Compensated abiences 100,733 42,577 {33,187 90113 52,000
653735 5 435377 8323107 AR 337400

5. Operating Leases

The Toll Bridge leases property and buildings to the United States Government, the state
of Texas, and various commercial dealers under operating leases. The teases ranpe from
monthly leases with commercial dealers to a 20-year lease with the GSA. The GSA lease
gxpired April 30, 2008, This lease continues on & month {0 month basis, until a new
agreement s finalized.

&, Hetirement Plan

The City and Toll Bridge provide pension benefits for all full-time employees, except
firefighters, through a nontraditional, joint contributory, hybrid defined benefit plan in the

state-wide Texas Municipal Retirement System (the “TMRS™), an agent multiple-
emplover public employee relirement system.

TMRS issues a publicly available Comprehensive Annual Financial Report that includes
financial statements and required supplementary information.  That report may be
obtained by writing to Texas Municipal Retirement Sysiem, P.O. Box 149133, Austin,
Texas 78714-9153 or by calling 1-877-634-8598; in addition, the report is available on
TMRE website at waww, TMRS.cont,

&
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McAllen International Toll Bridge
Notes to Financial Statements
September 30, 2012 and 2011

6. Retirement Plan-Continued

The plan provisions that have been adopted by the city are within the options available in
the governing state statutes of TMRS.

The table below describes the plan provisions adopted by the City:

Plan Year 201 Plan Year 2012

Employee deposit rate 7% 7%
Matching ratio (city to 2to] 2to |
employee
Years required for vesting 10 10
Service retirement
eligibility (expressed as 60/10, 0/20 60/10, 0/20
age/years of service)

| Updated Service Credit 0% 0%
Annuity Increase (to retire) 0% of CPI 0% of CPI

Under the state law governing TMRS, the contribution rate for each city is determined
annually by the actuary, using the Projected Unit Credit actuaria) cost method. This rate
consists of the normal cost contribution rate and the prior service cost contribution rate,
which is calculated to be a level percent of payroll from year to year. The normal cost
contribution rate finances the portion of an active member’s projected benefit allocated
annually; the prior service coatribution rate amortizes the unfunded (overfunded)
actuarial liability (asset) over the appticable period for that city. Both the normal cost
and prior service contribution rates include recognition of the projected impact of
annually repeating benefits, such as Updated Service Credits and Annuity Increases. The
City contributes to the TMRS at an actuarially determined rate. Both the employees and
the City make contributions monthly. Since the City needs to know its contribution rate
in advance for budgetary purposes, there is a one-year delay between the actuarial
valuation that serves as the basis for the rate and the calendar year when the rate goes into
effect. Since the Bridge is a component of the overall financial City wide audit report,
additional pension disclosures are reflected in the City’s Comprehensive Annual
Financial Report.

7. Accounting for Postemployment Benefits Other Than Pensions

The City, as an entity wide, will report GASB Statement Number 45. The City instituted
an internal service fund to account for health benefits related to current and future
retirees. The McAllen International Toll Bridge has forty four full time employees. For
the current year, the fund contributed $11,918 towards the annual required contribution,
Since the current staffing represents a fraction of total City employees, management
believes that any future requirements will have minimal impact on the bridge fund.



McAllen International Toll Bridge
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8. Subsequent events.

At its meeting of October 8, 2012, the Toll Bridge Board approved an increase to the
pedestrian toll crossings fee 25¢, from 75¢ to $1, effective January 1, 2013.
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MecAllen International Toll Bridge
Schedule of Income Distribution
Last Ten Years

. Yeor Ended Scpiember 30,

20603 HHM 23 WG

Brides revens {1} % HI3458E7 3 1138346 & IZATLIMO O3 13 HRM4
Droduesble oporating expensgs {1} TR T L7 HM PRI RS EAR S AR ELE S
$.642,7 5,711 642 10833257 10,955 014

Lasw
Ragvired ranstareio restrivied assets {2 s 272,673 W6 585 A0
Fransfers 16 Capltal Inprovement Fund - . . -
Increme working capital FELEREY - . .
Tangler o wat up fund - - A28 L3118 579
Deduttions tor Capital Asets Acquisitions (3) - - 389,795 175,96
Roard advance Series "A" 2007 Bonds . - - .
Bage revenugy RN O LN S ¥ 9438967 F 085134 % A i

Dristibutions and reservations of swplus revees
ity of Hidalgo 8 J28EEY § 0 3388029 0§ 32%awry % 3308 98T
Add bnpled inlprest inpome on Serizs "R Bonds - -

Na distritmtion (o City of Hidalgo 3282852 1398029 1259929 2,301,989

Chy of MeAdlen 5836213 6,040,648 35434 §874,202
Add: Intorest due Ol of MoARen frinsinlimen
paymonts made 1o Ciy of Hidalge " . . -
Lesy Rerips "B Bonds debt servigs . . . .
Less Implied intores expense onSeries "B Bonds - - . -

Distribation o City of McAllen 5,830,233 6,040,940 5793430 5810202

Hase Revenyz Dby $ 9N 3 9415 F 0 2033359 § 9,172,191

t1} Reverves sad deducible operating exnonses are defined in the agreoment bebween the (liles of Hidalgo and MeAllen governing e
amount 1 be muid whe Oy of Hidales. Revenies nye defingd as tolls, vental income, other income, and intores! income,
excluding interest o carned on the revenug bond constroction asvount, less interest paid 1o the Ty of MoaAllen oy receiving
s surplos revenues distriboiion subsogquent o s fiscal year end. Expenses are operaling oxpenses s shown in the stmemans of
setivities, less devreciation and amgriization, and excloding new bridge project costs,

{2} includes mwired gontingency transfer authorized by Board of Trustees.

{27 Authorized by Bonrd of Trustees in Deceraber 2004,



¥ e Eaded Seplemps 30

007 2008 W69 2014 201 | 2012
12650077 $ MITISAL 5 12950583 5 11,050,465 § 10,810,639 § 1915379
3295613 1478982 2,339,137 227435 3,377,894 2 A5 251
10,351,494 13,092.55 1,611 446 8,842,330 8,532,745 5,451,128
2935738 298,467 WS 596 296,661 WTELS 134,776
. - . . 243,517 5082
1,229,780 . . . }
. - 10434 3,085 3,005 4,506
112,851 {272,985 | 455,414 815,006 326,833 326,280
S25058 § 10528005 § EMPE0Y § L MIE 8 3,660,718 S §,250 814
37420 8 3783038 § 3,858%6 5 LTILME § 257878 8 3510233

163 451 29 19 4

3,137,589 3,789 489 3,185,885 2,781,964 2,957,893 2,970,293
5577687 6,736 068 S.663,786 494367 45072 596 5,280,521
(54,683 (607 836) C116 329 (770,276} (TI4 46T (671 369
(168} {45t} (29) (19) {14 .
JaFrmer o elzmas +836.888 4175384 4168415 4,608,683
8715058 § 10525106 % BMMU6DY 3 L7TE4 S 160,775 § §,250 814




MeAllen International Tell Bridge
Schedule of Changes in Resincted Assets ~ Cash and Investments

Year Ended September 30, 2012

Cirrert
Reserved for Dbt
Ciy Dhgribution Service Contingeney

Cash and investments g Seplember 30, 2011 $ 4170498 5 167,189 Y 5,628
Add:

Transfers in 4 GO 653 124,776 .

Trterest carned L, 7835 - 570

Toral additions 4 613,438 124,776 510

Less paymenis:

Retherment of Reries Revenue Bonds - 285,000 -

Irterfund ransfers 4.170,498 17 -

Prterest and fiscel charges - 7130 -

Total paymans 4,170,498 292,142 -
Cash and ipvesuments o Sepmber 30, 2012 £ 4510438 3 - g 302,198
{ash and nvestrents gt Scpmmber 30, 2042
are pornprsud of e Tollowing:

Cask % - i «

Certificates of deposis - -

Investmenis 4 608,653 502 198

Aceruad marsst 1,783 - . -

§ 4810438 £ - 5 302,198




Bridge

Capital
Improvemem Toial
3 394,306 £ 37357838
745,052 5478481
741 3,148
745,843 3,481,627
- 2B3008
. 4,113,510
. 7130
. 3462640

$ 142,149

$ 124,204

1,017,945

§ 1,142 149

$ 4254783

124,204

6,128,196

3 6,234383
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WcAllen International Toll Bridge
Schedule of Rental Income
Year Ended September 36, 2012

Lessee

General Services Administration

Texas Alcoholic Boverage Commission
Unitad Export Traders Association
Walley Transit Bus Company

Taxi Space Rentyl

Sprint

ATET

ATM

Amount

989,283
75,304
467288
9,520
1,650
19,926
41,148
4010

1,358,127




MeaAllen International Toll Bridge

Year Ended September 30, 2012

Comparative Detailed Schedule of Operating Expenses

________________ JAeparement
Bridge Foul Total
Adminisiration  Operations 2012 2011
Personnel Services
Exerapi salaries % 43776 % 154368 $ 194,842 8§ 153430
MNomexempt wages and part time 592914 28,088 621,602 673,161
Board of frusiees fees . 1,050 1,056 140
Cverime 21341 822 25,163 41,708
Total salaries and wapes 654 031 1R} 126 A45, 157 70126
Payrolt Taxes and Bencfiis
Social securiiv and unemplovmen fax 571,193 13,910 71,103 86,154
Employee retiremeni 40,143 1i,029 $1.174 78,794
Emploves benefin 136446 17,679 144,125 197,124
Transponation and relephone allowane 940 3,660 4,620 6 4580
Total payroll taxes and benefits 224744 45 278 Ry 368,584
Muaterials and Sopplics
Janitarial 347177 . 34,727 3% 409
{Office supplies = TO82 1082 4,944
Cloding and upiforms 6,185 - §,398 8,620
Opersting supplies 132E3 % 453 21874 19 SRS
Towal meterials and wppliss 34345 15 838 69 881 77,548
Maintenunce
Vehicles 2,568 2,568 3,388
Buildings 198814 - 198,314 49 704
Feel - &, 198 &, 185 3,630
Equipment 102 698 973 119,676 88 430
Total maigenance nRsZ 4739 318,251 121032
Qther Services and Lhargss
Aunditing servicss « £5,300 6,500 16,500
Advertising - 18,343 38,343 31,888
Dues ardd subsenption - 13,353 13,353 §,B03
Marmagement fee - £35,000 135,0480 135000
Postage - 80 &0 M
Professional services * KW N 31,179 26,410
Photocopier rental - 1,628 1,028 {392
Rental and contracia) 243638 16,587 260,243 221,401
Biridge securiy 315419 = 319,419 320,417
Travel and Faining - 1,688 1,688 13,243
Telephone . 12,003 12,003 14,652
Utilities 42563 " 42,363 42,658
General insurance - 50,368 30,368 50,368
Miscelaneous 10343 28,049 38,392 2,666
Total other services and charges &15783 344,158 959 041 200,570
Total expenses before depreciation 1,R67416 556,836 2,464,252 2,277 894
Depreciation and armostization - - 573,073 363 023
Total operating expenses I 1 RET416 B SBERI6 § 3037325 & ZB4G9IT
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Toll Bridge Svystem
MeAllen International Tell Bridge and Anzalduss International Crossing
Schedule of Net Assets Information

September 30, 2012
Wiealien fmd Anzalduag imd
Tol Hrides Crossieg Total
Camrent Assefs
Cash 3 222984 b3 WY s 315,960
lnvastments 1,938,119 1,623 644 2,061 763
Toi! corront assers _ L AMLNE e 127,73
Restricted Assels
Cash{all interest-bemingh
Currert debl srvice 124,204 3382 $ROLSY
Fotad resiricied cash P24 55,391 180,557
Cerifipatzs of deposiVf invesnments- reservad ©r disinbuton 4,610,438 . 4,610,438
Investmens 1520343 116,355 TH2BAW
Towml restricied asels - aoxhuding
serraet bond insdiments & 254 2% 1162 48 7417533
Capitat Assels - i ¢od
Land $33, 798 2,934 598 IiH 3%
Buildings 14 698,088 2997470 13,693 53354
Improvernenis oiherthan buildings 2413376 47,243,341 4B 538.617
Machinery and eguipiment 1,784,526 P 462403 32460729
Corsuciion i progres 71642 . 77042
15545428 S4.4835.72 EARECRE
Less gocumplaied dopreGadon 8965 TI4 4,169 2983 £33 635 79
Mo caphalassnis & 73654 35,489 714 $¥ 2331348
{dher Assets
Unamorzized bond issue cogt " §31.354 833354
Excess of purchasc price over 288615 amuired 9,713 602713
Board advanses 4 A 108 14,743,108
Towl oilier aasois 153548318 Ri1354 W8T
Towl azgis § 30554 383 $ 53,5382438 T R4.1367%




Liabilities and MNet Assets

Current Linbilities

D to City of Hidslgo

Accounts payable

Compensated absences due one year
Ceher pavanies

Toi} corrent Babdlities

Lisbilities Payabie From Resricied Assets

Acoeounis pavabie

Due to Ty of MeAllen-interes! on ceriiiatos of deposii
Current ingalimens of revenus Bonde

Aceraed rovenne bond Bleress

Total Habiltics payalie from reostricied myss

Long-Term Liabilifies

Revenue bonds — excluding current invelimens
Compensaied sharncss

Deferred revenue

Crther losg torm pavebias

Tomi longtorm Habiities

Tesal labilfies
Met Aswels
Imwskd 1 capital assetsnet of relaled deby
Resiricled per revenue bond ordinances
Restricted for impravemenis
Resticted for distribution to e (i of MoAlles
Unreste cted

Total net assets

Tetal Habilties 2nd net assels

- &% -

Mosllen Int Arslduas Tl

Toll Beidge Crossing Total
$ FAILSIS 5 - b3 T3Lms
41050 37113 T8 163
S3.000 - £2,000
L2927 SRS £ 1
f63 34n 37453 30.043
75192 . 75,192
1783 . [,785
- LS00 1,100
- 16 443 146,447
T8YTT P 296,843 1 373428
. 35,545,000 35,645 000
42172 120 33342
ID5E - 195800
- 13247 %4 1337 %44
237933 30901 664 51135586
LITRY $LA 0 53413984
£T8364 1408632 2,789 286
302158 §635,9835 1158363
RSN ) 81458 LMEALS
4,608,651 . 4 508,653
16414163 {11395 83%) 2,818,323
29375624 1,376 0,723 840

b 30,534,363

$ 53,382.43¢

84,136,799




Toll Bridge Svstem

Mcallen International Toll Bridge and Anzalduas International Crossing

Schedule of Revenues, xpenses, and Changes in Fund Net Assets Information
Years Ended September 30, 2012

Cperating revenues
Taoils
Rent! incoms
Oiher incone
Totd operaling reyenuss

Operaiing expmnses:
Salaries
Payrofliaxes and benefits
nasrancs
Materialz and supphes
Mairtenance
Bridee securky
MisceHansous services
Depreciation
Totd operating openss

Operatingincome

Nogoperaling revmas {expenses)
Disribution of moome to e Uy of Hidalgo
interest innome
Inigrest enpenge
intereston Board advances
Amorticatond dizoount of bond premigm
Toid nonoporaing {SApenses} rownues

ingome beltrs oporming tonsfers aud conwibualons

Trnsfors fothe Divof Meallon
Trashrs {edel service Series "B” 2007 bonds
Changes in 11 85588

Tmalnei asses ai beginging of year

Teotainat assds alend of year

- B -

Meallen Inti Anzaiduss indi
Tof | Bridpe Crossing Toml

$ 10211 452 P 259,703 £ 12808158
i.558,127 1,558,127
141,744 51,719 193 463
951,323 2,048 437 14,359,745
845,357 IR 1,136,870
27002 W AaI10 161 652
50,368 12,000 62358

g% 881 14,510 8439
318,251 Wy iaz 408 443
119419 . 3g 415
005 ER R RN S47 291
373073 }.838 240 2,111,302
3.037.323 238510 3392445

£ R7IOUR 281 300 L6730
297,290 . (2970293
4547 15686 7513
{6,268} {1,772, 085) N REED

486 649 {485,649 .
£3 9%73 {17041 {21030
{2488 21 2275 1Y {4,761 921y
5,385,188 11970809 440838
(4,168 4183 - {4,468 414}
{671 268 471 868 .
3,544,506 {1.307.544) 206 565
ZEENLTIE 2,055,157 MAREATS

L 20378 a2 1347218 % A0.772 340
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Toll Bridge System
McAllen International Toll Bridge and Anzalduas Interpational Crossing
Schedule of Cash Flows Information

Years Fnded September 30, 2012

{ ash Flows From Operating Activities
Receipts from customers

Paymenis 10 employess

Payments io suppliers

Net cash provided by operating sctivities

Lash Flows From Noscapital Flusesing Aetlvities
Digiribotion of income 1o the City of Hidalgo

Opersting rransfers 1o the City of MeAllen

Advance from MceAtlen Internationa!l Toll Bridge-Board A
Advance from MeAllen International Toll Bridge-Board B

Mat cash (used by) provided by
soncapital financing activities

{ash Flows Fram Caplisi and Rejated
Financing Activitles

Asguisition and construction of capital assers

Principal paid on long-lerm delt

intevest paid

et cash used by caphial and related
Francing sotivities

Cash Flews From Investing Activities

Receipt of interest

Proceeds from sales and maturities of vesiments

Purchase of investments
Mot cash provided by {used by} investing activities
Ne! increass {decrease) in cagh

Cash ot beginning of vear

Cash a1 end of year

Moadlen Intl Anzalduas 't
Toll Bridge Croashig Total

$ 12080470 $ 245484722 § 14,728,892
{10 10.080) {374,978 {1 483058
{1,3066,331 {489.471) {1,863 802}

9,604 (59 1L.773973 PE3TR AR
£2,949.916) - {2,949 9346}
£, 168715 - (4168710

{326,285y 126,283 -

(671,.868) 671,568 -
(8,116,800} 9u5.13] {7,118.649)
{4, 2063 {3,608 7814
{282 OB (R25.000) {1,108 000
{7,138 (1,774,818 {1,781 %483
{296 316) (4,508 4263 (2,894,787

5,523 1004 8329

F0d4, 856 1,920,656 8,974,492
{8,048 701} {2,128.995) 10,195,702
(1,018,344} {197,339 {1 215,680

P78 23541} PR B0

.67 173,014 I4T 6T

£ 3477 188 3 14% 369 B 496 557




Toll Bridge System

Moadlen International Toll Bridge and Anzalduas International Crossing

{Continued)

Reconcilintion of Cash Per Sipfements of Cash Flows

to the Sintements of Nef Aggets
Unresiriciend onsh

Restrivted cash

Rewsncilintion of Operating Income to Net Cash

Provided by Operating Activiles

Adiustment 1o reconc ile oparating incomse ©
net cash provided by operabing astivities:

Deprecigtion

Chenges in sssets and liahilides:
Agcpunts pavabis
(ther payables
Accounts receivable
Agcumdated unpaid absenses
Defrred pevenue

Tedat adjusiments

Net cash provided by operating activifiss

Mongash investing, capital and fiasneing activities:
Comribution of capital assets from outside sourc

43~

Schedute of Cash Flows Information
Years Ended September 30, 2612

Mgalien ingl Aszaiduas fafi
Tol Bredp Lrassing Taist
k3 ZA2 o 5 31576 & 3isB80
124,204 58303 184 597
% 347,188 3 149,369 & 496,557
3 RRII098 £ EWase ¥ 9087300
hEEFLIR: 1,538,248 21,322
fIR25%) {57378) {75,836}
2080 - 2000
69,453 - 69,453
4009 - 4,009
S 504 - 90, 694
130061 1480578 A2WTA2
€ .46b4450 LB $ 1LITE D32
3 . 3 - $ .




McAllen [nternational Toll Bridge
Schedule of Yehicle and Passenger Traffic

L.ast Ten Years

{Unaudited)
Year Ended September 30,
2003 2004 2005 2006
Yehicular traffic southbound:
Cars 5.672,769 5.463,002 5.440,901 5,275,085
Trucks 25,437 20,238 20,484 15,583
Buses 25,541 25,525 24311 28,231
Tota! vehicles (1) 5723,747 (1) 5510765 (13 5485696 (1)  5,318899 (1)
Passenger raffic southbound:
Passengers in cars (23 12,593,547 (2) 12,132,304 () 12,078,800 (2) 1L710,689 (2)
Pedestrians 1,324,814 1,383,493 1,327,812 £.520,307
Passenigers and drivers — buses and trucks 740,689 740,225 705,019 813,090
Total persons 14,659,050 14,256,027 14,114,631 14,049,695

{1} Scurce: McAllen International Toll Bridge Traffic Count Repor.

{2} Calculation based on historical average of 2.2
For FY (7-08 2.3 occupancy was used for

passengers n cars

-84 -




Year Ended Septambe 38,

2067 2008 2009 3010 201} 2012
4957, 968 5,005,872 4,493,785 1,564,183 2,997,696 2,986 097
4,339 5265 4,383 2,626 1,641 & 570
29,301 29,837 28 890 20433 (7,464 16 450
4985608 (1) 5040954 (1) 4,577.058 (1) 3583250 (13 3016801 (1) 3005297
12,382,420 (2) 12514555 () 11,234,463 () 8910470 () 7494240 () 7465243
1,683,666 1,547 848 1,575,193 (578,295 1,540,559 1479 037
249,729 865273 837 810 592,557 506,436 483 720
14915815 14,927,676 13,647,466 11,081,322 9,541,255 9,477 955

T



MeAllen International Toll Bridge
Schedule of Car and Truck Traffic Revenue
Last Ten Years

{Unaudited}
Y ear Ended September 3,
2603 2004 2005 20068
Southbound maffic:
Cars 5873789 5485002 3,440,903 5275085
Trucks 25437 28238 20,484 i35
Totai car and truck traffic 5,698,206 3,485 240 5461,385 3,200,668
Trocgk vaflic pereentage 0.45% 0.37% 038% 0.29%
Car and truck revenue
Cars ¥ $,535340 5 8563754 $ 18413819 RO SO R L
Trucks 185,158 137504 151,128 12i823
Total car and truck revenue & 9720493 9 a8 & 103564 047 AMLATARE X
Truck revenue percefitags 1.50% 1. 42% 1.43% 1.13%
Average revenus peroar z 168 k) 175 k3 1591 $ 280
Average Tevenue pertruck 3 728 3 682 % 7.38 b 777
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Year Ended Septemiber 30,

2007 2008 2009 2010 2011 2012
4,952,968 5,005,822 4,493,785 3,504,188 2,997,686 2,986,697
4,339 5,295 4383 2,629 1,641 5,620
4,957,307 501,117 4,498,168 3,366817 2,999,337 29Ny
0.09% 0.11% 0.10% 0.07% 0.05% 022%
9985,936 § 11,161,245 $ 15,111,616 8,325,166 7,982,692 5 88205614
29,724 37.003 30,669 18325 L1487 46,384
9933,660 F 11,198,248 $ 10,141,683 8,344 491 7,994,179 § 8860998
0.30% 0.33% 0.30% 0.33% 0.14% 0.52%
2.00 h 2.23 5 225 234 266 ) 295
6.85 h3 6.99 $ 700 7.35 7.00 h) 7.01



Meallen International Toll Bridge

Schedule of Board Advances to Anzalduas Infernational Crossing

September 30, 2012

(Unaudited)
Arzaiduns Special & Starkip Foad:
Balance at Aéijgfiﬁﬁﬂ e g ﬁi&}amﬁﬁ: at
Sepisnber 30, Implied Septemiber 36,
200 Advances Inigres 2012
3 5,925347 3 - $ 48182 3 10407 504
Board advane " A" 10 Anaiduzs Internatbne! Crossing:
Balance af 2 Uit ] s T ae— Balancs st
September 30, imphed Sepember 30,
24311 Advances ingred i
£ 4,006,833 5 336,780 $ 449 54337 604

Combined totals of advances o Anzalduas inemational Crossing:

Balance at PN A LA L] eee— Batance at
Seprember 30, tmplied Sepember 30,
2611 Advances interest Wiz
£ 13,932 175 3 326,280 $ ARG 655 $ 14743108
Dnstribusian of Advancs:
City of MoAllen- Share (@ £4% 3 B915,3%2 & 208819 % 311438 $ 9438585
Ciy of Hidalge- Shae & 38% 3,815,583 117 461 175,105 5308239
£ 13,932175 8§ 326288 % 486433 § 14745108
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McAlen Infernstional Toll Bridge
Schedule of Board Advances fo Anzalduas Intermational Crossing

September 30, 2012

{Unaudited)

Activity Schedule- Anzalduss Speoind & Ssriup Fand,

Paymens o be mdlesled wodbirbuiable fo te dtes of Hidslpe and MoAllen @ 36% and 64%, rospoetively

31208

PG

1AV

ETEDERA )i

43002012

AN

02012

HERTPAU T

01

Bond Bate ¥ Dmve  Advanee interest {Payment)

10/17201 Opening balance %

4 74% 31 39,958

4.74% 35 8824

4.74% 3 43,274 .

4 74% 31 40,418 -

414% A 37,980 -

4.74% 3 44,782 -

4.74% 30 39,596

AH4% 31 41,078 -

4.74% 30 39,210

4.74% 3 41 401 -

4, 14% H 41,568

4.74% 30 40,389 -

BI30/2012

~ 44 .

9,965289
10,004,123
(0,044,197
10,084,833
10122413
10,163,565
10,203,161
10,244.216
00,284,147
10,325,548
10,367,016

10,407,504



McAllen International Tell Bridge
Schedule of Board Advances to Anzalduas International Crossing
September 30, 2012
{Unaudited)
Activity Schedule-Board Advances "A":

Payments 1o be collected are distribuiable to the cities of Hidalgo and McAllen @ 36% and 64%, respectively,

Bank Rate # Davs  Advance Interest  {Pavrnent) Balance

Cpening balance » 5 4,006,832

W20 27,180 - - 4,034 024
F0/3172000 0.003% 31 10 - 4 034 {34
L1/172011 27,190 - - 4,061,224
V1730420100 0.00% 30 - - 4061224
[2/3/2011 27,1590 - - 4,088,415
12731720110 0.003% 31 in - 4,088,425
(/172012 27,190 - - 4,115,615
13172012 0.00% 3i - - 4,115,015
213012 27,190 - - 4,142 8035
2872012 30.025% 29 82 - 4,142,888
Y2612 27,180 - - 4,170,078
M32mz 0.,043% 31 152 - 4,170,230
47172012 27,190 - - 4,197 421
413042012 0.037% 30 128 - 4,197,548
5172012 27,190 - - 4,224 738
572172012 0.052% 3l 187 - 4,224,925
/12012 27,190 - - 4,252,115
5/30/2012 0.037% 30 129 - 4,252,245
T172002 27,190 - 47279415
TIAI2012 0.049% 31 178 - 4279613
8172012 27,190 - 4.306,803
13172012 G.500% 31 1,829 - 4.7308,632
9712012 27,150 - 4,333,822
3072012 .500% ah - 1,782 - 4,337 604
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McAllen International Toll Bridge
Schedule of Board Advances to Anzalduas nternational Crossing
September 30, 2012
(Unaudited)
Activity Schedule-Board Advances "B™

Payments to be collected from the City of Mission are distributable to the City of McAllen only

Advance
Applicable
Bank Rate  # Days Total to Missicn  Interest {Pavment} Ralance

Qpening balance e 51,014,864

100172011 78,925 § 19221 - - 1,034,085
HY312001 0.003% 31 - - 3 - 4,034,088
F1120G1T 78,925 % 197221 . . 1,053,309
F1430720110 0.00% 30 - - - . 1,053,309
V2/172011 78,625 § 1922] - - 1,072,530
121317201 0.003% 3 - - 3 - 1,072,531
1/1/2012 78,825 § 19221 - - 1,061,752
13172012 0.00% 3 - - - - 1,091,753
2/172012 78,925 % 19221 . . 110,973
20282012 0.025% 29 - - 22 - 1,110,994
37172012 78,992 § 1922] - - 1,130217
312012 0.043% 3 - - 41 - [, 130,258
4142012 78,992 5 19221 - - 1,149,478
4/30/2012 0037% 30 - - 33 - 1,149,513
50172012 78,992 & 19221 - . 1,168,734
513172012 0.052% 3i - - 52 - 1,168,785
6/1/2012 78,692 § 19221 - - 1,188,006
6/30/2012 0.037% 30 - - 36 - 1,188,043
712012 7,958 § 19221 - - 1,207 264
731720102 0.049% 1] - - 30 - 1,207 313
8/1/2012 7,957 § 19221 - - 1,226,334
83172012 0.50% 3 - - 521 - 1,227 055
12012 7,957 § 19220 - - 1,246,276
9/30/2012 0.500% 30 - - 512 - 1,246,741
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McAllen International Toll Bridge
Schedule of Insurance Coverage

September 30, 2012
{Unaudited)
Insrance Period of Type of Amount of
Propeny Company Coverage Coverage Coverage
Bridge and Texas Municipal WHI/11 to Fire and extended coverage 164993833
surrounding area League 09/30/12 and physicat damage and
business
{510,000 deductible, except
$25,000 flood and carthguake)
Bridge and Texas Municipal [3O1/11 to Bridge use, occupancy, T 11,998,048
surrounding area League 09/30/12 and busingss interruptions
{510,000 deductible, except
$25,000 fiood and earthaquake)
Workers' 1-2-1 Claims Inc oA/ 11 to Emplover's liability - Stamtory
compensation {9/3012 iob-related injuries
Workers' Star nsurance 1051/51 to Aggresate excess and specific Stamtory
cormpensation Company 09/30412 {$400,000 per occurrence)
General Texas Municpal ORI 1o Gereral: (310,000 deductible) 3 2,000,000
Lability League Q8/30/12 Bodiy injury
Progerty damage
General Texas Municpal LOAY AT te Aggregate excess and specific § 1,000,000
liability - excess League 09/30/12 (53,000,000 aggrepate)
Errors and omissions Texas Municpal 1001/11 to Each wrongful act § 2,000,000
Hability League 09/30/12 {525,000 deduciible)
(54,000,000 aggregate}
Crime section: Texas Municpal
Empleyee League 1001/11 10 Limitof coverage £ 1,000,000
dishonesty 09/30/12 {85,000 deductible}
Forgery or Texas Municpal (001/11 to  Limitof coverage $ 50,000
aleration League 09/30/12 (31,000 deductible}
Crime coverage and Texas Municpal 1001/11 1o Limit of coverage $ 1,000,000

computer traud

League

Q9730/12

e

{35,000 deductible)



Padgett Stratemann

Independent Auditors’ Report en Internal Control Over
Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in
Accordance With Government Auditing Standards

Yo the Board of Trustees
wcalien Internationa! Toll Bridge
tacallen, Texas

We have sudited the Statement of Net Assets of the Mroallen internatioos! Vol Bridge (the "Bridge™), an
anterprise fund of the Sty of Meallen, Texas, as of September 30, 2012, aad the related Statements of
Revenues, Expenses, and Changes in Fund Net Assets and Uash Flows Tor the year then ended and have
igsued our report thareon dated December 12, 2012, We conducted our sudht s accosdance with
suditing standards generally secepted in the Ualted States of Americs and the stendards applicable 1o
financis! sudits contained in Government Auditing Srondords, ssued by the Comptrolier General of the
Upited States.

internal Controf Over Financial Reporting

Managernent of the Bridge is responsible for establishing and maintaining effective inteenal controf over
financial reporting.  |n planniag and performing our sudit, we consitered the Bridge's internsl control
over Fmsncisl reporting 35 2 basis for designing our auditing procedures for the purpose of expressing
our apinion on the financial staternents, but not for the purpose of expressing an opirion on the
effectiveness of the Bridge’s internal control over financial reporting.  Accordingly, we do not express an
opinion on the efectivenass of the Bridge’s internal control over finandial reporiing.

& deficiency in internal control exists when the design or operation of & control dogs not sliow
raanagement or emplovees, in the normal course of performing their assigned functions, to prevent, or
detpot and correct misstatemeants on & timely basis. 4 material weakness i 3 defidency, or combination
of defigiencies, In internal control, such that there B o repsonable possibility that 3 material
misstatermnent of the entity’s financia! statements will not he preveated, or detected and ¢orrected on &
timely basis.

Our consideration of internes! contral over financial reporting was for the limited purpose described in
the first paragraph of this section and was not designed to demtidy all deficiencies in internzi control
over finangial reporting that might be deficencies, significant deficiencies, or material waaknesses, We
gid not ientify any deficiencies n internal contrel pver financial reporting that we consider 10 be
material weaknesses, as defined previously.

SAN ANTONIO AUSTIN
SR RO 410, SIE $100 811 BARTQNM SPR:EGS RGAD, SWNTE 858 TOLL FREE: 800 £7% 4956
ShH ANTONIOD, TEMAS 7R252 ARISTIM, TOXAS 2870 WER: PADGETT-(PA LM

ZiogrRel 512 4750717 -85,
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Compliance and Sther Motters

A3 part of obisining reasonable assurance about whether the Bridge’s financial statements are free of
msterisl missistemeny, we performed tests of B3 compliance with certain provisions of laws,
regulations, contracly, grant agreements, and the Public Funds Investment Act, nontompliance with
which could have 2 direct and material effect on the determination of fingngial staterment amounts.
HMowever, providing an opinion on compliance with those provisions wag not gn objective of our audit
and, accordingly, we do not express such an opinion. The resuits of sur tests disclosed no instanges of
noncompliance or other matters that are required 1o be reporied under Governmend Auiditing Standards
e the Public Funds Investment Act.

We noted certain manters that we reporied to management of the Bridge in a separate letier dated
December 12, 2012

This report is intended solely for the information and use of management, others within the Bridge, and

the Board of Trustees, and is not intended 1o be, and should not be, used by anvane other than thess
specified parties.

?adg'e’ta t CAVILRAALYY

Certified Public Accounisnts
December 12, 2012

& Con, LLF
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