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Independent Auditors’ Report

To the Board of Directors
Hidalgo County Regional Mobility Authority

Report on the Financial Statements

We have audited the accompanying financial statements of Hidalgo County Regional Mobility Authority, as of and
for the year ended December 31, 2016, and the related notes to the financial statements, which collectively comprise
Hidalgo County Regional Mobility Authority’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.

Auditors’ 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.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of Hidalgo County Regional Mobility Authority, as of December 31, 2016, 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.

BM[: y Fragoso, S.C. 205 Pecan Boulevard, McAllen, TX 78501
Matamoros, MX 956-618-2300 - www.bmctexas.com



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s Discussion and
Analysis on pages 7 through 10 be presented to supplement the basic financial statements. Such information, although not
a part of the basic financial statements, is required by the Governmental Accounting Standards Board, who considers it to
be an essential part of financial reporting for placing the basic financial statements in an appropriate operational, economic,
or historical context. We have applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise Hidalgo
County Regional Mobility Authority’s basic financial statements. The Schedule of Expenditures of Federal and State
Awards, as required by the audit requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance) and State
of Texas Uniform Grant Management Standards Chapter IV State of Texas Single Audit Circular, are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The Schedule of Expenditures of Federal and State Awards is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the Schedule of Expenditures of Federal and State Awards are fairly stated in all material respects in relation to
the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 22, 2017 on our
consideration of Hidalgo County Regional Mobility Authority’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 contro! 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 Hidalgo
County Regional Mobility Authority’s internal control over financial reporting and compliance.

&Aﬂc“ ?&{,L(P

McAllen, Texas
March 22, 2017



MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

As management of the Hidalgo County Regional Mobility Authority (the Authority), we offer readers
of the Authority’s financial statements this narrative overview and analysis of the financial activities of the
Authority for the year ended December 31, 2016.
FINANCIAL HIGHLIGHTS
* The Authority’s net position grew by nearly $5.2 million or 14%. This growth was expected and
was due to the continued growth of vehicle registration fees, overweight permit fees, and

conservative administrative operational costs.

¢ Capital assets grew by more than $17.2 million or 21.7%. The majority of this increase was an
increase in construction in progress.

e Capital grants received from the federal and state were $4.7 million and $80K in local funding.

* Additional funding was received in the amount of $20 million in bond proceeds.

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial section of this annual report consists of three parts: management’s discussion and analysis
(this section), the basic financial statements, and the notes to the financial statements.

The financial statements provide both long-term and short-term information about the Authority’s overall
financial status. The financial statements also include notes that explain some of the information in the
financial statements and provide more detailed data.

The Authority’s financial statements are prepared in conformity with accounting principles generally
accepted in the United States of America (GAAP) as applied to governmental units on an accrual basis.
Under this basis, revenues are recognized in the period in which they are earned, expenses are recognized
in the period in which they are incurred, and depreciation of assets is recognized in the statements of
revenues, expenses, and changes in net assets. All assets and liabilities associated with the operation of the
Authority are included in the statement of net position.

FINANCIAL ANALYSIS OF THE AUTHORITY

Net position may serve over time as a useful indicator of the Authority’s financial position. In the case of
the Authority, assets exceeded liabilities by roughly $41.2 million at the close of the fiscal year ended
December 31, 2016.



MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

The Authority’s condensed Statement of Net Position along with last fiscal year’s balances are presented
for comparison in the next table:

Authority's Net Position
Table 1 - Dollars in Millions

2016 2015
Assets
Current and other assets $ 273 $ 19.1
Capital assets 96.3 83.0
Total assets $ 1236 $ 1021
Liabilities
Long-term liabilities 79.1 60.3
Other liabilities 34 1.8
82.5 62.1
Net Position
Net invested in capital assets,
net of related debt 325 327
Restricted 1.1 0.3
Unrestricted 7.6 6.9
41.2 399
Prior period adjustment* - 3.9
Total net position $ 412 $ 36.0

*Reduction to construction in progress-prior year

By far the largest portion of the Authority’s net position ($41.2 million) is reflected in its net invested in
capital assets, mainly in construction in progress, less any related debt used to acquire those assets that is
still outstanding. The Authority will use these capital assets to provide services to users; consequently,
these assets are not available for future spending. Although the Authority’s investments in its capital assets
are reported net of related debt, it should be noted that the resources needed to repay this debt must be
provided from other sources, since the capital assets themselves cannot be used to liquidate these liabilities.

Net position for debt service totaling $1,113,518 represents resources that are subject to bond covenants.
Unrestricted net position represents resources that can be used to finance day-to-day operations without
constraints total $7,613,648.



MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

The Authority’s condensed Changes in Net Position along with last fiscal year’s numbers are presented for
comparison in the table below.

Authority's Change in Net Position
Table 2 - Dollars in Millions

2016 2015

Revenues
Program Revenues

Charges for services $ 6.3 $ 59

Capital grants an contributions 4.8 -

$ 111 $ 59

Expenses

Other 5.9 0.5
Excess of revenues over expenditures 52 54
Net position - beginning 36.0 34.5
Prior period adjustment - 3.9
Net position - ending $ 412 $ 360

Authority’s net position increased by nearly $5.2 million, mainly due to an increase in vehicle registration
fees, overweight fees, and capital grants and contributions.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The Authority’s investment in capital assets (net of accumulated depreciation) amounts to $96.3 million.
This investment in capital assets includes construction in progress only. The total increase in the
Authority’s investments in capital assets for the current fiscal year was $17.3 million or 21.9%. The details
of the change in capital assets from last year are reflected in the table below.

Authority's Capital Assets

(Net of Depreciation)
Table 3- Dollars in thousands
2016 2015
Construction in progress $ 96,362 $ 83,016
Prior period adjustment - (3,974)

$ 96,362 $§ 79,042

Additional information on the Authority’s capital assets can be found in the Notes to the Financial
Statements in this report under section II, subsection C-Capital Assets.



MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

Long-Term Obligations

At the end of the current year, the Authority had total contractually obligated long-term debt of $78.2

million (not including unamortized premium activity). The details of the change in debt from last year are
as indicated:

Table 4 - Dollars in thousands
(not including unamortized activity)

2016 2015
Bonds $ 78275 $ 59,380
$ 78275 $ 59,380
] SEIIEEITTLoomIo s

The net increased in long-term debt was $18.9 million. This net increase was due to an additional bond

liability in the amount of $20 million less the principal retirement of the existing debt in the amount of
$1.1million.

ECONOMIC FACTORS AND NEXT YEAR

e The continued growth of vehicle registration fees is expected.
¢ The continued growth of overweight permit fees usage is expected.
* Continued partnership with Texas Department of Transportation is expected.

All of these factors were considered in preparing the Authority’s budget for the 2017 fiscal year.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Authority’s finances for all those with
an interest in the Authority’s finances. Questions concerning any of the information provided in this report
or requests for additional financial information should be addressed to Hidalgo County Regional Mobility
Authority, 118 South Cage Blvd. 4" Floor, Pharr, TX 78577.

-10-
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
STATEMENT OF NET POSITION

DECEMBER 31, 2016
ASSETS
Current assets:
Cash $ 140,231
Cash with fiscal agent 10,900
Investment 7,035,504
Receivables (net of allowance for uncollectible):
Vehicle registration fee receivable 382,300
Prepaid expense 3,587
Restricted assets:
Cash trustee 5,750
Investments 18,028,522
Due from governmental agencies 1,775,145
Accounts receivable other 4,621
Total current assets 27,386,560
Noncurrent assets:
Capital assets:
Construction in progress (nondepreciable) 96,362,312
Total noncurrent assets 96,362,312
Total assets $ 123,748,872
LIABILITIES
Current liabilities payable not from restricted assets:
Accounts payable $ 84,134
Current portion of long-term debt 1,216,452
Current liabilities payable from restricted assets:
Accounts payable 1,859,558
Accrued interest payable 236,343
Unearned revenue 10,900
Total current liabilities payable 3,407,387
Noncurrent liabilities:
Long-term debt (net of current portion) 79,122,740
Total noncurrent liabilities 79,122,740
Total liabilities 82,530,127
NET POSITION
Net invested in capital assets 32,491,579
Restricted for:
Debt service 1,113,518
Unrestricted 7,613,648
Total net position 41,218,745
Total liabilities and net position $ 123,748,872

The notes to the financial statements are an integral part of this statement.
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FOR THE YEAR ENDED DECEMBER 31, 2016

Operating revenues:
Charges for sales and services:
Vehicle registration fees
Overweight permit fees

Total operating revenues
Operating expenses:
Personnel services
Supplies
Other services and charges
Total operating expenses
Operating income
Non-operating (expenses) revenues:
Issuance cost
Investment earnings
Intergovernmental
Non-~capitalized construction cost
Total non-operating (expenses) revenues

Change in net position

Total net position - beginning
Prior period adjustment

Total net position - ending

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

6,045,814
255,501

6,301,315

394,963
12,339
234,222

641,524

5,659,791

(496,619)
37,404
4,792,449

(4,712,449)

(379,215)

5,280,576

39,913,083
(3,974,914)

41,218,745




HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2016

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from vehicle registrations and overweight permit fees $ 6,363,145
Payments to suppliers (12,339)
Payments to employees (394,963)
Payments for contractual services (237,809)
Change in accounts payable 23,704
Net cash provided by operating activities 5,741,738

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Receipts from other governmental entities 3,017,304

Net cash provided by noncapital and related financing activities 3,017,304

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Acquisition and construction of capital assets (17,701,093)
Bond proceeds 20,000,000
Principal paid on long-term debt (1,105,000)
Interest paid on long-term debt (2,871,265)
Amortization of premium (76,452)
Issuance cost (496.619)
Net cash used by capital and related financing activities (2,250,429)

CASH FLOWS FROM INVESTING ACTIVITIES

Net purchase of investments (9,819,462)

Interest income received 37,404

Net cash used by investing activities (9,782,058)

Net decrease in cash (3,273,445)
Cash beginning of fiscal year 3,413,676
Cash end of fiscal year $ 140,231

Reconciliation of operating income to net cash provided by operating activities:
Operating income $ 5,659,791

Adjustments to reconcile operating income to net cash provided by operating activities:

Decrease in accounts receivables 56,610
Increase in unearned revenue 5,220
Increase in prepaid expense (3,587
Increase in accounts payable 23,704
Total adjustments 81,947

Net cash provided by operating activities $ 5,741,738

The notes to the financial statements are an integral part of this statement,
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE I - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

A, Reporting Entity

The Hidalgo County Regional Mobility Authority (Authority) is an independent governmental
agency created in November 2005 pursuant with Chapter 370 of the Transportation Code. The
Authority is governed by a seven-member Board of Directors (the Board) appointed by the
Governor of the State of Texas and the Hidalgo County Commissioners’ Court. The Board is
responsible for setting policies, identifying priorities and ensuring the Authority is operated
effectively. Board members, appointed to serve two-year terms, are volunteers and are not
compensated for their service.

The Authority was created to be a proactive partner empowering the community to address
congestion and mobility concerns through local means with local leadership. It was created to plan,
develop, fund and maintain a transportation system to serve the estimated 1.5 million residents
living in Hidalgo County by 2025. The Authority's mission is to develop a publicly owned
transportation system that creates jobs through increased mobility and access, is locally funded for
reliable delivery, pays for itself in terms of future maintenance and also funds new projects to meet
the future transportation needs of Hidalgo County. In its petition to create the Hidalgo County
Regional Mobility Authority, Hidalgo County identified the Hidalgo Loop System (the Loop
System) as the initial set of projects to be developed under the guidance of the Authority. The
planning for the Loop System was started in 2000 by Hidalgo County and the Hidalgo County
Metropolitan Planning Organization. The Authority concluded its additional planning effort for
the Loop System around the urban part of Hidalgo County in 2010. Based on this effort, the
Authority identified 2 independent projects, the Trade Corridor Connector (TCC) and the
International Bridge Trade Corridor (IBTC), that provide utility to County residents and together
begin building the Loop System. Additional state aid through the Texas Department of
Transportation and the addition of a potential third project, the La J oya Relief Route, has required
the Authority to re-examine the initial projects. A five-year Strategic Plan approved in March 2012
emphasizes the Authority’s efforts to begin development of the Loop System projects, which
prioritize State Highway 365 (formerly TCC), the International Border Trade Corridor, and State
Highway 68 (formerly Segment D).

The Authority is not included in any other governmental “reporting entity” as defined by GASB
Statement No. 14, “The Reporting Entity.” There are no component units included within the
reporting entity.

B. Basis of Accounting

The financial statements of the Authority have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP) as applied to government
units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting
body for establishing governmental accounting and financial reporting principles.

-15-



HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE I - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - (Continued)

B. Basis of Accounting — (Continued)

The operations of the Authority are accounted for within a single proprietary (enterprise) fund on
an accrual basis. The accounting and financial reporting treatment applied is determined by
measurement focus. The transactions of the Authority are accounted on a flow of economic
resources measurement focus.

The financial statements of the Authority measure and report all assets, liabilities, revenues,
expenditures, and gains and losses using the economic resources measurement focus and accrual
basis of accounting.

Under this basis, revenues are recognized in the period in which they are earned, expenses are
recognized in the period in which they are incurred, depreciation of assets is recognized and all
assets and liabilities associated with the operation of the Authority are included in the Statement
of Net Position. Operating expenses include the cost of administrative expenses. All revenues and
expenses not meeting this definition are reported as non-operating revenues and expenses.

C. Cash, Cash with Fiscal Agent, and Investments

Cash and cash with fiscal agent include cash on hand, demand deposits, and cash held by a third
party for prepaid overweight permit fees (ProMiles Software Development Corp.). These deposits
are fully collateralized or covered by federal deposit insurance.

Investments are reported at fair value. The net change in fair value of investments is recorded on
the statements of revenues, expenses and changes in net assets and includes the unrealized and
realized gains and losses on investments. The Authority’s major investments are held by a third
party, Wilmington Trust, per bond covenants.

D. Capital Assets

All capital assets at year-end represent capitalized costs for legal, consulting and engineering
relating to advance planning on the Loop projects, which prioritize State Highway 365 (formerly
TCC), the International Border Trade Corridor, and State Highway 68 (formerly Segment D).
Depreciation and amortization on construction in progress will not begin until the project is
operational.

E. Restricted Assets

Proceeds of the Authority's bonds and certain resources set aside for their repayment are classified
as restricted assets on the Statement of Net Position because their use is limited by applicable bond
covenants. These restricted assets are held and disbursed by Wilmington Trust, fiscal agent.

-16 -



HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE I - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - (Continued)

F. Receivables

All receivables are shown net of allowance for uncollectible balances. The allowance is based on
historical activity and there is currently no amount identified as uncollectible.

G. Classification of Operating and Non-operating Revenues and Expenses

The Authority defines operating revenues and expenses as those revenues and expenses generated
by a specified program offering either a good or service. This definition is consistent with GASB
Statement No. 9 which defines operating receipts as cash receipts from customers and other cash
receipts that do not result from transactions defined as capital and related financing, non-capital
financing or investing activities.

When an expense is incurred that can be paid using either restricted or unrestricted resources, the
Authority’s policy is to first apply the expense toward restricted resources, and then towards
unrestricted resources available for use.

H. Estimates

The preparation of financial statements in conformity with Generally Accepted Accounting
Principles (GAAP) requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

L Personnel Liabilities

The Authority does not have any employees nor any personnel liabilities; the employees who
perform operating activities for the Authority are loaned to the Authority by the City of Pharr, TX.
All personnel reside with the City of Pharr. Actual costs incurred by the City of Pharr are
reimbursed by the Authority.

J. Income Taxes

The Authority is an instrumentality of the State of Texas. As such, income earned in the exercise
of its essential government functions is exempt from state or federal income taxes. Bond
obligations issued by state and local governments are tax-exempt only if the issuers pay rebate to
the federal government of the earnings on the investment of the proceeds of a tax-exempt issue in
excess of the yield on such obligations and any income earned on such excess.
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE I - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - (Continued)

K. Bond Premiums, Discounts, and Issuance Costs

The Authority amortizes premiums and discounts over the estimated useful life of the bonds as an
adjustment to capitalized interest using the straight-line method. Bond issuance cost is expensed
as incurred, in accordance with Governmental Accounting Standards Board (“GASB”) Statement
No. 65 “Items Previously Reported as Assets and Liabilities.”

L. Rounding Adjustments

Throughout this annual financial report, dollar amounts are rounded, thereby creating differences
between the details and the totals.

NOTE II - DETAILED NOTES ON THE AUTHORITY'’S ACTIVITY
A. Cash and Investments

Plains Capital Bank maintains the Authority’s deposits for safekeeping and secures the funds with
pledged securities in an amount sufficient to protect the Authority’s funds, currently at 103% of
unsecured deposits. The pledge of securities is provided in excess of the deposits above the Federal
Deposit Insurance Corporation (“FDIC”) insurance. At December 31, 2016, the Authority’s deposits
were entirely covered by federal deposit insurance or were secured by collateral held by the
Authority’s agent in the Authority pursuant to the Authority’s Depository Agreement with Plains
Capital Bank. At December 31, 2016, the carrying amount of all of the Authority’s deposits was
$140,231.

The Authority has investments that are unrestricted and restricted. The unrestricted investments
are the funds not legally restricted for a specific purpose and are invested in TexSTAR and LOGIC
Investment Pools. The Authority’s restricted investment is from funds received from the issuance
of debt and restricted by bond covenants for a specific purpose. Wilmington Trust is the fiscal
agent for the Authority who is authorized to invest the restricted funds, which are currently
invested in TexSTAR Investment Pool.

Investments at fair value as of December 31, 2016 are presented in the following table:

Investment Maturities (in Years) at the end of December 31, 2016

Fair Value Less Than 1 1-2 2-3 3-4
TexSTAR $ 200,787 $ 200,787 $ - $ - S -
LOGIC 6,834,716 6,834,716 - - -
TexSTAR-Restricted 18,028,523 18,028,523 - - -
$ 25,064,026 $ 25,064,026 $ - $ - $ -
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE I - DETAILED NOTES ON AUTHORITY’S ACTIVITY - (Continued)
A, Cash and Investments — (Continued)

Interest Rate Risk

Interest rate risk is the risk that the changes in interest rates will adversely affect the fair value of
an investment. Interest rate risk may be mitigated by investing operating funds primarily in shorter
term securities, money market funds or similar investment pools and limiting the average maturity
of the portfolio. At year end, the Authority was not exposed to interest rate risk.

Credit Risk
Credit risk is the risk that an issuer or other counter party to an investment will not fulfill its

obligation. As of December 31, 2016, the investments in the State’s investment pools were rated
AAAm by Standards and Poor’s.

Custodial Credit Risk

Deposits and investments are exposed to custodial credit risk if they are not covered by depository
insurance and the deposits and investments are uncollateralized, collateralized with securities held
by the pledging financial institution, or collateralized with securities held by the pledging financial
institution’s trust department or agent but not in the Authority’s name.

The Authority has a process of maintaining contact with the trust department of its depository bank
to eliminate all custodial credit risk. Once a need for an increase in collateral is identified the trust
department adjusts the collateral amount accordingly. As of December 31, 2016, the Authority’s
bank balance was not exposed to custodial credit risk and was over-insured and over-collateralized
via Plains Capital’s investment in federal securities held by a third party in the name of the
Authority to cover the amount of deposits over the FDIC collateral.

Concentration of Credit Risk
The Authority’s investment holdings at December 31, 2016 were strictly confined to TexSTAR

and LOGIC. The investment policy is silent in the concentration of holdings in the various types
of securities and investments.

B. Unearned Revenue

The Authority reports unearned revenue in connection with resources that have been received, but
not yet earned. As of December 31,2016, the Authority’s unearned revenues were $10,900. These
unearned revenues are due to prepayments by customers who purchase commercial truck
overweight permits. The third party who is acting as the Authority’s fiscal agent is Promiles, the
company that owns the software that is used for online overweight permit purchases.

-19-



HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016
NOTE II - DETAILED NOTES ON AUTHORITY’S ACTIVITY - (Continued)
C. Capital Assets

Capital asset activity for the year ended December 31, 2016, was as follows:

Balance Balance
12/31/2015 Increases Decreases  Adjustments* 12/31/2016
Capital Assets, not being depreciated:
Construction in Progress $ 83015975 §$ 17321252 § - $(3974915) $ 96,362,312
Total Capital Assets not being
depreciated $ 83015975 §$ 17321252 § - $(3974915) § 96,362,312

*Prior period adjustment, see Note [L.G.

Increase in construction in progress consists of the following:

Consulting and engineering $ 2,760,096
Interest expense 2,868,267
Legal and professional 212,957
Loop project: SH 365/IBTC 3,958,837
US 281/BSIF 2,220,133
SIB acquisitions 5,300,962

$ 17,321,252
e————

D. Non-capitalized Construction Costs

Non-capitalized construction costs include costs associated with projects which will not be owned
or maintained by the Authority once the project is completed. Costs associated with these projects

are expensed as incurred. Total non-capitalized construction costs totaled $4,712,449 during the
year ended December 31, 2016.
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE II - DETAILED NOTES ON AUTHORITY’S ACTIVITY - (Continued)
E. Long-Term Obligations
1. Revenue bonds

The Authority issued a bonds for which it pledged revenues derived from vehicle registration fees
to pay the debt.

$61,600,000 refunding bond, series 2013 due in various $ 58,275,000
installments, ranging from $1,140,000 to $3,785,000,
through 2043 with interest of 2.0% to 5.2%.

$20,000,000 Junior lien bond, series 2016A due in various 20,000,000
Installments, ranging from $210,000 to $1,979,510, through
2051 with interest of 3.5%.

Total principal outstanding 78,275,000
Bond premium 2,064.190
Total bonds payable $ 80,339,190

The Junior lien bond, series 2016A were executed December 1, 2016 in the amount of
$20,000,000. The first principal installment in the amount of $210,000 is due December 1, 2026
and the first interest payment is due December 1, 2021. An accreted amount of $3,377,510 will
be added to the original principal amount for the interest expense incurred during the five year
payment waiver. The interest will accrete at a rate of 3.50% per annum, compounding semi-
annually on each June 1 and December 1 until December 1, 2021.

Debt service requirements on long-term obligations at December 31, 2016 including principal
accretion are as follows:

Year Ended
December 31 Principal Interest Total

2017 $ 1,140,000 $ 2,836,112 § 3,976,112
2018 1,175,000 2,801,912 3,976,912
2019 1,220,000 2,754,912 3,974,912
2020 1,255,000 2,718,318 3,973,318
2021 1,305,000 3,077,218 4,382,218
2022-2026 7,720,000 16,456,125 24,176,125
2027-2031 10,853,000 14,188,333 25,041,333
2032-2036 13,820,000 11,464,991 25,284,991
2037-2041 19,989,000 7,545,221 27,534,221
2042-2046 14,206,000 2,862,645 17,068,645
2047-2051 8,969,510 972,561 9,942,071

$ 81,652,510 $ 67,678,348 $ 149,330,858
Less: principal accretion (3,377,510)

$ 78,275,000
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE II - DETAILED NOTES ON AUTHORITY’S ACTIVITY - (Continued)

1. Revenue bonds - Continued

The Authority and Hidalgo County authorized the pledge of the vehicle registration fee revenues
to secure payment of the Hidalgo County Regional Mobility Authority Debt in a term not
exceeding 40 years. The $1,349,860 sinking fund amount for the fiscal year ended December 31,
2016 is recorded as restricted assets, exclusive of $236,343 in accrued interest payable. These
funds are required by the bond ordinance to be set aside to pay the bond debt. These funds are
managed by a Trustee, Wilmington Trust, and are currently held in the TexSTAR Investment Pool.

2 Long-term obligations

Long-term obligations outstanding at December 31, 2016 are as follows:

Balance Balance Due Within
12/31/2015 Increases Decreases 12/31/2016 One Year

Bond Payable
Revenue Bond Series 2013 $ 59,380,000 § - 8 ,105000 §$ 58275000 § 1,140,000
Premium on Bonds 2,140,642 - 76,452 2,064,190 76,452
Total Bonds Payable 61,520,642 - 1,181,452 60,339,190 1,216,452
Jr. Lien Bonds Series 2016A - 20,000,000 - $ 20,000,000 -
Total Long-Term Obligations $ 61,520,642 § 20,000,000 $ 1,181,452 § 80,339,190 $ 1216452

0]
(1) Principal accretion—$3,377,510 not included.

3. Arbitrage

In 2013, the Authority issued long-term debt for capital construction projects. These bonds are
subject to arbitrage regulations. Arbitrage regulations call for the return of the difference in interest
revenue against interest expense. At December 31, 2016, there was no liability of arbitrage that
would have been owed to the federal government.

F. Finance-Related Legal and Contractual Provisions

In accordance with GASB Statement No. 38, “Certain Financial Statement Note Disclosures,”

violations of finance-related legal and contractual provisions, if any, are reported below, along
with actions taken to address such violations:

Violation Action Taken
None Not applicable
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2016

NOTE II - DETAILED NOTES ON AUTHORITY'’S ACTIVITY - (Continued)
G. Prior Period Adjustment

A segment of the US 281 project is being constructed by the Authority for the Texas Department
of Transportation (TxDOT), a state agency. Once completed, TxDOT will retain ownership to the
roadway and will be responsible for maintenance. Costs associated with engineering and right-of-
way acquisitions for this project were capitalized in prior years. A prior period adjustment of
$3,974,914 was recorded to reduce construction in progress previously capitalized.

III. OTHER INFORMATION
A. City Contributions

In 2012, the Authority adopted the 2012-2017 Strategic Plan — Program Manager Strategy No. 8,
which included the International Bridge Trade Corridor and State Highway 68 projects. The
Authority requested partnership with several cities in the form of Interlocal agreements to assist in
paying for the preparation of the projects. The cities and the terms of the Interlocal’s are reflected
as follows:

City Years $ Amount/Yr
Alamo 10 $ 15,000
Donna 10 25,000
Edinburg 10 25,000
Pharr 10 25,000
San Juan 10 15,000
$ 105,000

This agreement is subject to an annual budget appropriation by the City. In the event the funds
are not appropriated, the City is under no obligation to provide funds. For the year ended
December 31, 2016, actual collections from city contributions totaled $80,000.

B. Litigation

The Authority was not a defendant in any lawsuits at December 31, 2016.
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016
IIIl. OTHER INFORMATION- (Continued)

C. Construction Commitments

At December 31, 2016, the Authority had remaining construction commitments:

Project Authorization Expended Remaining
Program management $ 18,204,751 $ 14,770,861 $ 3,433,890
Engineering/surveying 22,758,263 19,054,594 3,703,669
Enviornmental 1,105,644 1,105,644 -
Construction 19,483,317 6,515,038 12,968,279

$ 61,551,975 $ 41,446,137 $ 20,105,838

This table is not meant to reconcile to the balance of construction in progress. This table consists
of current construction commitments pending, prior construction commitments have already been
completed yet have not resulted in a fully operational asset, therefore no depreciation of
construction commitments previously paid is recognized.

D. Impairment of Assets

The Authority reviews the carrying values of assets for impairment whenever events and
circumstances indicate the carrying value of an asset may not be recoverable from the estimated
future cash flows expected to result from its use the eventual disposition. In cases where
undiscounted expected cash flows are less than the carrying value, an impairment loss is
recognized equal to an amount by which the carrying values exceeds the fair value of assets. The
factors considered by management in performing this assessment include current operating results,
trends and other economic factors. The authority recorded no impairments for the year ended
December 31, 2016.

E. Letter of Credit

As of December 31, 2016 the authority has not drawn upon the letter of credit, which has been
issued in the maximum amount of $50,000 with interest of 1% with Plains Capital Bank.

F. Major Vendors

Two vendors accounted for 23% and 10%, respectively, of vendor payments for the year ended
December 31, 2016.
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016
III. OTHER INFORMATION- (Continued)
G. Subsequent Events
The Authority has evaluated subsequent events through March 22, 2017, which is the date these

financial statements were available to be issued. All subsequent events requiring recognition as
of March 22, 2017, have been incorporated into these financial statements herein.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

To the Board of Directors
Hidalgo County Regional Mobility Authority

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of Hidalgo County
Regional Mobility Authority, as of and for the year ended December 31, 2016, and the related notes to the
financial statements, which collectively comprise Hidalgo County Regional Mobility Authority’s basic
financial statements, and have issued our report thereon dated March 22, 2017.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Hidalgo County Regional
Mobility Authority’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 Hidalgo
County Regional Mobility Authority’s internal control. Accordingly, we do not express an opinion on the
effectiveness of Hidalgo County Regional Mobility Authority’s internal control.

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

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

BMB Fragoso, S.C. 205 Pecan Boulevard, McAllen, TX 78501
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Compliance and Other Matters

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

We reported certain other matters that we reported to management of the Authority in a separate letter dated
March 22, 2017.

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.

B Ml 2 04, 24P

McAllen, Texas
March 22,2017
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM
GUIDANCE

To the Board of Directors
Hidalgo County Regional Mobility Authority

Report on Compliance for Each Major Federal Program

We have audited Hidalgo County Regional Mobility Authority’s compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material effect on
each of Hidalgo County Regional Mobility Authority’s major federal programs for the year ended
December 31, 2016. Hidalgo County Regional Mobility Authority’s major federal programs are identified
in the summary of auditor’s results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions
of its federal awards applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of Hidalgo County Regional Mobility
Authority’s major federal programs based on our audit of the types of compliance requirements referred to
above. We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and the audit requirements of Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect on
a major federal program occurred. An audit includes examining, on a test basis, evidence about Hidalgo
County Regional Mobility Authority’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination of Hidalgo County Regional Mobility
Authority’s compliance.

Opinion on Each Major Federal Program

In our opinion, Hidalgo County Regional Mobility Authority complied, in all material respects, with the
types of compliance requirements referred to above that could have a direct and material effect on each of
its major federal programs for the year ended December 31, 2016.

BME y Fragoso, S.C. -29. 205 Pecan Boulevard, McAllen, TX 78501
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Report on Internal Control over Compliance

Management of Hidalgo County Regional Mobility Authority is responsible for establishing and
maintaining effective internal control over compliance with the types of compliance requirements referred
to above. In planning and performing our audit of compliance, we considered Hidalgo County Regional
Mobility Authority’s internal control over compliance with the types of requirements that could have a
direct and material effect on each major federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for each major
federal program and to test and report on internal control over compliance in accordance with the Uniform
Guidance, but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of Hidalgo County Regional
Mobility Authority’s internal control over compliance.

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

Our consideration of internal control over compliance 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
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing
of internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

&vt;ﬂfu !’bﬂ[,i!ﬁ

McAllen, Texas
March 22, 2017
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE STATE OF TEXAS
UNIFORM GRANT MANAGEMENT STANDARDS CHAPTER 1V TEXAS STATE SINGLE AUIDT

CIRCULAR

To the Board of Directors
Hidalgo County Regional Mobility Authority

Report on Compliance for Each Major State Program

We have audited Hidalgo County Regional Mobility Authority’s compliance with the types of compliance
requirements described in the State of Texas Uniform Grant Management Standards Chapter IV Texas State
Single Audit Circular that could have a direct and material effect on each of Hidalgo County Regional Mobility
Authority’s major state programs for the year ended December 31, 2016. Hidalgo County Regional Mobility
Authority’s major state programs are identified in the summary of auditor’s results section of the accompanying
schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of state and federal statutes, regulations, and
the terms and conditions of its state awards applicable to its state programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of Hidalge County Regional Mobility
Authority’s major state programs based on our audit of the types of compliance requirements referred to above.
We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and the State of Texas Uniform Grant Management
Standards Chapter IV Texas State Single Audit Circular. Those standards and the Uniform Guidance require
that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types
of compliance requirements referred to above that could have a direct and material effect on a major state
program occurred. An audit includes examining, on a test basis, evidence about Hidalgo County Regional
Mobility Authority’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major state
program. However, our audit does not provide a legal determination of Hidalgo County Regional Mobility
Authority’s compliance.

Opinion on Each Major State Program

In our opinion, Hidalgo County Regional Mobility Authority complied, in all material respects, with the types
of compliance requirements referred to above that could have a direct and material effect on each of its major
state programs for the year ended December 31, 2016.

BMC y Fragoso, S.C. 3 205 Pecan Boulevard, McAllen, TX 78501
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Report on Internal Control over Compliance

Management of Hidalgo County Regional Mobility Authority is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered Hidalgo County Regional Mobility
Authority’s internal control over compliance with the types of requirements that could have a direct and material
effect on each major state program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major state program and to test
and report on internal control over compliance in accordance with the State of Texas Uniform Grant
Management Standards Chapter IV Texas State Single Audit Circular, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on
the effectiveness of Hidalgo County Regional Mobility Authority’s internal control over compliance.

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

Our consideration of internal control over compliance 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 compliance
that might be material weaknesses or significant deficiencies. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses. However, material weaknesses may exist
that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of the State of Texas
Uniform Grant Management Standards Chapter IV Texas Single Audit Circular. Accordingly, this report is not
suitable for any other purpose.

B toy e bA = (g , LLP

McAllen, Texas
March 22, 2017



HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2016

Federal Grant/Contract
Federal Grantor/ Pass-Through Grantor/ CFDA Identifying
State Grantor/ Program Title Number Award Number Expenditures
FEDERAL AWARDS
HIGHWAY PLANNING AND CONSTRUCTION CLUSTER
U.S. DEPARTMENT OF TRANSPORTATION
Passed through from Texas Department of Transportation:
Highway Planning and Construction 20.205 CSJ # 0220-01-023 $ 3,769,959
3,769,959
Total passed through Texas Department of Transportation 3,769,959
Total U.S. Department of Transportation $ 3,769,959
e ]
TOTAL EXEPNDITURES OF FEDERAL AWARDS $ 3,769,959
STATE AWARDS
TEXAS DEPARATMENT OF TRANSPORTATION
Direct Programs
Highway Planning and Construction N/A CSJ # 0220-01-023 $ 942,490
942,490
Total Texas Department of Transportation 942,490
TOTAL EXPENDITURES OF STATE AWARDS $ 942,490
TOTAL EXPENDITURES OF FEDERAL AND STATE AWARDS $ 4,712,449

The accompanying notes to the schedule of expenditures of federal awards are an integral part of this schedule.
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2016

General

The accompanying Schedule of Expenditures of Federal and State Awards (SEFSA) present the federal and
state grant activity for the Hidalgo County Regional Mobility Authority (the Authority) for the year ended
December 31, 2016. The reporting entity is defined in Note [.A to the Authority’s financial statements.
The information in this Schedule is presented in accordance with the requirements of Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance) and the State of Texas Single Audit Circular.
Because the SEFSA presents only a selected portion of the operations of the Authority, it is not intended
and does not present the financial position, changes in net assets, or cash flows of the Authority.

Basis of Presentation

The accompanying Schedule of Expenditures of Federal and State Awards is presented using the modified
accrual basis of accounting, which is described in Note I.B of the Authority’s notes to the financial
statements. Such expenditures are recognized following the cost principles contained in the Uniform
Guidance and State of Texas Single Audit Circular, wherein certain types of expenditures are not allowable
or are limited as to reimbursement. Federal grant funds are generally considered earned to the extent
expenditures made under the provisions of the grant are made. The Authority has elected not to use the 10
percent de minimis indirect cost rate allowed under the Uniform Guidance.

Relationship to Federal and State Financial Reports
Amounts reported in the accompanying schedule may not agree with the amounts reported in the related

Federal and State financial reports filed with the grantor agencies because of accruals made in the schedule
which will be included in future reports filed with agencies.

Reconciliation of Schedule of Federal and State Awards to Comprehensive Annual Financial Report
The following is a reconciliation of the Schedule of Expenditures of Federal and State Awards (SEFSA) to

the Statement of Revenues, Expenses, and Changes in Net Position within the Hidalgo County Regional
Mobility Authority’s Annual Financial Report:

Intergovernmental revenues on financial statements:

Federal expenditures per SEFSA $ 3,769,959
State expenditures per SEFSA 942,490
4,712,449

Add: Local government contributions 80,000
Annual financial report $ 4,792,449
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2016

Section I - Summary of Auditors’ Results | Description
Financial Statements
Type of auditors’ report issued: Unmodified
Internal control over financial reporting:
e Material weakness(es) identified? No
o Significant deficiencies identified
not considered to be material
weaknesses? No
Noncompliance material to the financial
statements? No
Federal Awards
Internal control of major programs:
e Material weakness(es) identified? No
e Significant deficiencies identified
not considered to be material
weaknesses? No
Type of auditors’ report issued on
compliance for major programs: Unmodified
Any audit findings disclosed that are
required to be reported in accordance with 2
CFR section 200.516(a)? No
Dollar threshold used to distinguish
between Type A and Type B programs: $750,000
Auditee qualified as low-risk auditee? Yes

[dentification of Major Federal Programs:

Highway Planning and Construction

20.205
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2016

Section I - Summary of Auditors’ Results

Description

State Awards

Internal control of major programs:
e Material weakness(es) identified?
¢ Significant deficiencies identified
not considered to be material
weaknesses?

No

No

Type of auditors’ report issued on
compliance for major programs:

Unmodified

Any audit findings disclosed that are
required to be reported in accordance with
the State of Texas Single Audit Circular?

No

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

$300,000

Identification of Major State Programs:

Texas Department of Transportation
Highway Planning and Construction
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2016

Section II - Findings and Questioned
Costs

Financial Statements

Description

NONE NOTED

Section III — Findings and Questioned
Costs

Federal Awards

Description

NONE NOTED

Section III — Findings and Questioned
Costs

State Awards

Description

NONE NOTED
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2016

Section IV — Contact Persons Regarding
Findings and Questioned Costs

Description

Hidalgo County Regional Mobility
Authority

Pilar Rodriguez, Executive Director
118 S. Cage Boulevard, 4® Floor
Pharr, Texas 78577

(956) 402-4762 (phone)

(956) 475-3451 (fax)
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
SCHEDULE OF STATUS OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 2016

REFERENCE NUMBER

Program

Description

NONE NOTED
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