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Lo@FnEs NOS

COMMUNI'I'Y WITH OPPORTUNITY
March 14, 2023

To the Honorable Mayor, Mayor Pro Tem, Members of the Governing Council, and Citizens of the City of
Los Fresnos:

We are pleased to present to you the Comprehensive Annual Financial Report (CAFR) of the City of Los
Fresnos, Texas, for the fiscal year ended September 30, 2022. The report was prepared by the Director of
Finance and the City Manager. The combined financial statements and related notes have been audited by
the independent firm of Certified Public Accountants, Carr, Riggs & Ingram, LLC, whose reports are
included herein. The audit satisfies Article III H. Section 3.13 of the City Charter, which requires an annual
audit of all accounts of the City by an independent Certified Public Accountant. A single audit for Federal
awards received by the City directly from Federal agencies or passed through by the State of Texas or other

governmental entities during the Fiscal year 2022 was required under the provisions of the Single Act of
1996.

This report contains management’s representations concerning the finances of the City. As a result,
management assumes full responsibility for the completeness and reliability of all of the information
contained in this report. To provide a reasonable basis for making these representations, management of the
City has established a comprehensive internal control framework that is designed to protect the
government’s assets from loss, theft, or misuse and to compile sufficient reliable information for the
preparation of the City of Los Fresnos’ financial statements in conformity with generally accepted
accounting principles (GAAP). Because the cost of internal controls should not exceed anticipated benefits,
the objective is to provide reasonable, rather than absolute, assurance that the financial statements are free of
any material misstatements. As management, we assert that, to the best of our knowledge and belief, this
financial report is complete and reliable in all material respects. Furthermore, we believe all disclosures
necessary to enable the reader to gain an understanding of the City’s financial activity have been included.

These financial statements have been prepared in accordance with generally accepted accounting principles
(GAAP) for local governments as prescribed by the Governmental Accounting Standards Board (GASB)
and the American Institute of Certified Public Accountants (AICPA).

GASB Statement No. 34, entitled “Basic Financial Statements — and Management’s Discussion and
Analysis — for State and Local Governments” requires that management provide a narrative introduction,
overview, and analysis to accompany the Basic Financial Statements in the form of management discussion
and analysis (MD&A).

The letter of transmittal is intended to complement the MD&A and should be read in conjunction with it.
The MD&A can be found immediately following the Independent Auditors’ Report.

CITY OF LOS FRESMOS » 520 E. OCEAN BLVD. » LOS FRESNOS, TEXAS 78566 » TEL (956) 233-5768 = FAX (956) 233-9879
THE CITY OF LO5 FRESMOS 15 AN EQUAL OPPORTUNITY PROVIDER AMD EMPLOYER.



Profile of the City of Los Fresnos

The City of Los Fresnos, incorporated in 1945, is located in south central Cameron County in the Lower
Rio Grande Valley of South Texas. One of Los Fresnos’ strengths is its location, as it is located in the
center of Cameron County with a major tourist destination just a few miles to the east, larger cities to the
south and northwest providing big city needs just down the road while enjoying the quality of life a small
but vibrant city brings to its citizens. According to the census data at www.census.gov, Los Fresnos
currently serves an estimated population of 8,152. The City of Los Fresnos is empowered to levy a
property tax on both real and personal property located within its boundaries.

The City of Los Fresnos operates under the council-manager form of government. Policy-making and
legislative authority are vested in the governing City Council, which is composed of a Mayor and five
Council Members, nominated and elected in the manner provided by the Charter. Each elected council
member serves for a term of three years. The Council appoints the City Manager, who in turn appoints
the heads of various departments.

The City of Los Fresnos provides a full range of services, including police, fire and ambulance services,
streets, drainage, sanitation, health services, recreational and cultural activities, planning and zoning, and
administrative services. The City also provides water and wastewater services.

Annual Budget Process

The budget process is designed to identify and plan the functions, activities, and accomplishments of the
City as well as a plan for its financial needs. As required by the Charter of the City, the City Manager
submits to the City Council the proposed budget for the fiscal year prior to the beginning of the fiscal
year. Several public hearings are conducted to obtain taxpayer comments. The annual budget and the
City’s ad valorem tax rate are adopted through a tax ordinance by the City Council prior to the beginning
of the fiscal year as required by state law. The City Manager or the Director of Finance are authorized to
transfer budget amounts between departments under the same fund. The City Council must approve all
budget amendments that alter the overall fund total of appropriated expenditures/expenses of any fund.

Local Economy

Major businesses located within the government boundaries or in close proximity include services, retail,
finance, construction, and government. According to the 2022 Census, approximately 56.3% of 16 years
or older population were in the civilian labor force in Los Fresnos compared to 57.1% in Cameron
County. At the end the year, the unemployment rate for Cameron County was 5.80%, which is higher
than the 4.0% unemployment rate in Texas. Unemployment rates for Los Fresnos are not available at the
local level due to Los Fresnos being a smaller community. Employment patterns show significantly
higher unemployment rates in Cameron County Workforce Development Area as compared to state and
nationwide. During the last three years, Cameron County’s unemployment rate has increase from 5.2%
reported in 2019, to 5.8% as of September 30, 2022.



Long-term Financial Planning

Unassigned fund balance in the general fund at year end was 53.2% percent of total general fund
expenditures and equivalent to 194 days of expenditures. This amount is considerably higher than the
internal policy set by the City Manager for budgetary and planning purposes (i.e., 90 days of general fund
expenditures or approximately 25% or the budget).

Economic Growth and Major Initiatives

The City has a number of significant initiatives underway and recently completed, as described below.
These initiatives should have a positive effect on the City’s economic health and services to residents and
businesses. Many of the City’s accomplishments in 2022 assisted in the achievement of the vision of
being a community with opportunity.

There was a steady growth in revenues with an increase of 4.5% in sales taxes throughout the fiscal year
compared to the prior year.

Engineering studies and construction projects funded with pass through grants and loans continue for the
entire water and wastewater systems to determine and meet the immediate and long term needs for the
next 20 years. Street and drainage projects have begun and will continue over the next few years.

Environment and Quality of Life

The Police Department (PD) continues to train and provide officers with the best equipment available.
During 2022, officers attended training dealing with active shooter situations. New bullet resistant
equipment along with fifteen tasers were purchased to enhance officer safety and security in high risk
situations. The agency was awarded additional grant funds for the Patrol Division to assist the City and
County dealing with narcotics and human smuggling trade inside the city limits and on the border area.
The PD continues to work closely with the Los Fresnos School District Police to make the City and the
District a safe environment for its citizens and school children by training, planning and providing
presentations on drug awareness and career days to students of the school district. The City provides
communication and assists the LFCISD police department with other school sponsored events. Health
Officers take care of ordinance violations including high grass areas that attract unwanted rodents.

The Library serves a population area of over 32,000 welcoming not only Texas residents but also
residents from across the country. The library circulated over 10,000 print and non-print materials. It has
a collection of 27,645 physical items and an electronic book collection 0f 27,754. Several new children’s
programs have been implemented to meet our mission to inspire lifelong learning, advance knowledge,
and strengthen our community. To accomplish our mission, the Department supports educational and
learning opportunities thru foster community connections, provide excellent customer service support and
economic prosperity by increasing awareness of the library services in the community using social media
more effectively to promote our programs and services. The 2022 Summer Reading program was
reinstated with COVID-19 restrictions easing. There were 125 children participating in our 5-week
program. The Library continues to offer access to Wi-Fi onsite and at the Community Park so that the
community has open access to the internet in a safe environment.



The Library also serves as a Site Coordinator for Volunteer Income Tax Assistance collaborating with
Cameron County United Way and Los Fresnos School District for tax return preparation. The program
included 58 volunteers preparing, greeting, and assisting the community with tax preparation. A total of
310 tax returns were filed through this program with refunds totaling over $850,000. The Library was
also the recipient of the E-Rate Grant Federal funding program. These funds provide internet connectivity
at high speed fiber connection.

The Public Works Department is always working in the background. The department works daily to
maintain our city parks, city buildings and facilities including the water treatment plant, water
distribution system, sewer plant, sewer collection system, streets and alleys. The City continues
improving and upgrading the existing water and sewer systems. The Water Treatment Plant project is
increasing the plant production capacity from 1.0 to 1.5 million gallons per day (MGD) to meet future
water demands will be completed in 2023. The project also rehabilitates and upgrades a large portion of
the plant’s equipment and treatment facilities to meet new regulatory requirements and the latest
technology advances. The Wastewater Treatment Plant Headworks Improvements and Chlorine Contact
Basin and Chemical Feed System Improvements have been completed. The City is in the process of
receiving bids to improve the sewer collection system which includes sewer lines and sewer manholes.

The rehabilitation of a lift station, the addition of a new lift station and the extension of sewer services to
west Highway 100 and the Escalante Road area will be completed in 2023. The Henderson Road sewer
connections and Whipple Road water connections are projects that will continue for fiscal year 2022-
2023. Lastly, the City has invested in the purchase of two vehicles and a backhoe for help with water,
sewer, streets and drainage.

City parks are will maintained and continue to develop and evolve to fit community needs. The new Hike
and Bike Trail has been completed and is ready for its use with a total investment of over $1,000,000,
mostly through grant funds.

The Henderson Road project has been completed with a total of $2,405,536 invested using different
funding sources. The alley paving project on East Ocean between Ocean Boulevard and East 3 Street
and between Comma and Ebano Streets were completed. A special project replacing asphalt with
concrete on Holly Lane was completed that helps businesses and residents in that area. Phase 1 or the
Irrigation Canal Project was completed. This project buried the canal to conserve water, increase safety,
beautify the area, allow for increased drainage capacity and room in the future for a Hike & Bike Trail.
Projects still under development include the Whipple Road improvement project between FM 1575 &
FM 1847 and the 2021 Street Improvement program.

The Emergency Management team is comprised of the entire City staff as well as the Los Fresnos Fire
Department and the Los Fresnos Ambulance Service working in conjunction with Los Fresnos CISD,
Cameron County and Cameron County Emergency Management. Los Fresnos is fortunate to have
individuals dedicated to planning and training to meet different kinds of emergencies. This has proved
valuable with hurricanes, tropical storms and flooding events as well as normal emergency calls for
service from the police, fire and medical service over the years. All of the local events the City is
involved in are planned using the same type of management that is utilized during emergency situations
in order to maintain familiarity and readiness in any type of emergency.



Information Technology (IT) is what keeps City services we depend on running and current. The IT
department plays a vital role in maintaining communications and access throughout the City during daily
activities and especially during emergencies. The IT department is committed to limiting downtime and
maximizing user experience. This is accomplished by a routine preventive maintenance program that
includes a five-year upgrade schedule where 20 percent of all equipment is replaced each year. In 2022,
the department underwent infrastructure upgrades to the network and completed the administration
software migration of our accounting system including an upgrade to all the City servers.

The City of Los Fresnos-Your Health Matters program continues to offer a free wellness program to its
residents and neighboring communities. The program has been operational since April of 2013. The
program focuses on leading a healthy lifestyle by encouraging nutritious eating and physical activity. The
program offers free health screenings such as A1C testing, blood pressure screenings, body mass index
screenings, mental health assessments, doctor’s referrals, personal follow-ups, vaccine information
including COVID-19 and flu shot resources. The City of Los Fresnos-Your Health Matters program
offers a verity of free year-around exercise classes, health programs and health challenges. From October
1t 2021-September 30™ 2022 a total of 1,385 exercise classes were offered to the public, a year-long
Diabetes Prevention Program was completed, The Happy Kitchen Nutrition Program was completed and
the “It’s Time Texas Community Challenge” was encouraged with Los Fresnos winning 1% Place in the
Small City category in the State of Texas for the fourth consecutive year. Through this program 2,047
participants have been enrolled and engaged in healthy opportunities.

The Community Development Corporation (CDC) has continued the Business Incentive Grants program
to assist local businesses in paying for signs, landscaping and storefront improvements. The CDC
supports City events and organizations throughout the year, such as Los Fresnos Rodeo, Cameron County
Fair and Livestock Show, Halloween Festival, Easter Festival, Christmas Festival in the Park with Santa
Clause, Independence Day Celebration, Narciso Martinez Conjunto Festival, the Cowboy Cook-off,
Chamber of Commerce and Los Fresnos Little League.

In keeping with improving the quality of life, the City supports many annual events and organizations as
well. They include the Los Fresnos Rodeo, Los Fresnos Rodeo Parade, Cameron County Fair and
Livestock Show, Boys and Girls Club of Los Fresnos, Halloween Festival, Homecoming Parade,
Christmas Parade, Easter Festival, Christmas Festival in the Park with Santa Clause, Independence Day
Celebration, Narciso Martinez Conjunto Festival, the Cowboy Cook-off, Annual Leo Aguliar 5K
Walk/Run and Health Fair, Chamber of Commerce, and Los Fresnos Little League.

All of the events listed bring the community together and strive to achieve an environment with a sense of
safety and family unity.
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INDEPENDENT AUDITORS’ REPORT

The Honorable Mayor and Members
of the City Council
City of Los Fresnos, Texas

Opinions

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
the aggregate discretely presented component unit, each major fund, and the aggregate remaining fund information
of the City of Los Fresnos, Texas (the “City”), as of and for the year ended September 30, 2022, and the related notes to
the financial statements, which collectively comprise the City’s basic financial statements as listed in the table of
contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the governmental activities, the business-type activities, the aggregate discretely presented component unit, each
major fund, and the aggregate remaining fund information of the City of Los Fresnos, Texas, and, where applicable,
cash flows thereof as of September 30, 2022, and the respective changes in financial position for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

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. Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be independent of
the City, and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to
our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the City’s ability to continue as a going concern for
twelve months beyond the financial statement date, including any currently known information that may raise
substantial doubt shortly thereafter.

-11 -
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Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinions.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that
an audit conducted in accordance with generally accepted auditing standards and Government Auditing Standards will
always detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a substantial
likelihood that, individually or in the aggregate, they would influence the judgment made by a reasonable user based
on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government Auditing Standards,
we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include examining,
on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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
City’s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the City’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control-related matters that we identified
during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis, the budgetary comparison information, and pension supplementary information, be presented to
supplement the basic financial statements. Such information is the responsibility of management and, 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.

-13 -



(This page intentionally left blank)

-14 -



Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
City of Los Fresnos, Texas’s basic financial statements. The other supplementary information is presented for purposes
of additional analysis and are not a required part of the basic financial statements. Such information 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. The schedule of expenditures of federal awards is presented for
purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards, and is also not a required part of the basic
financial statements. The 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 other supplementary information and the schedule of expenditures of
federal awards are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Information

Management is responsible for the other information included in the annual report. The other information comprises
the introductory and statistical sections but does not include the basic financial statements and our auditors’ report
thereon. Our opinions on the basic financial statements do not cover the other information, and we do not express an
opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the