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February 22, 2021

To the Honorable Mayor, Members of the City Council, and Citizens of the City
of El Paso, Texas:

We are pleased to present the City of El Paso’s Comprehensive Annual Financial
Report (CAFR) for the fiscal year ended August 31, 2020. State law requires that
every general-purpose local government publish, within six months of the close of
each fiscal year, a complete set of audited financial statements. This report is published
to fulfill that requirement for the fiscal year ended August 31, 2020.

In addition, Section 7.21 of the City Charter requires an annual audit of all City
accounts by an independent certified public accountant. The CAFR is the summary of
the City’s financial activities for the past fiscal year. We believe this CAFR is accurate
in all material aspects; that it presents fairly the financial position and financial
activities of the City measured by the financial activity of its various funds; and that
all disclosures necessary to enable the reader to gain an understanding of the City’s
financial affairs have been included.

City Management assumes full responsibility for the completeness and reliability of
the information contained in this report, based upon a comprehensive framework of
internal control established for this purpose. Because the cost of internal control
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.

Moss Adams, LLP, independent auditors, has issued an unmodified (“clean”) opinion
on the City of El Paso, Texas’ financial statements for the year ended August 31, 2020.
The independent auditor’s report is located in the financial section of this report.

Generally accepted accounting principles in the United States of America (GAAP)
require that management provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of Management’s Discussion
and Analysis (MD&A). This letter of transmittal is designed to complement the
MD&A and should be read in conjunction with it. The MD&A can be found
immediately following the independent auditor’s report.

Margarita M. Muiioz — Comptroller
Office of the Comptroller | 300 N. Campbell | El Paso, TX 79901
. (915) 212-1174 | MunszM@eIpasotexas.gov
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Profile of the City

El Paso was incorporated in 1873, and in 2020 celebrated the 147 year since its
founding. The City is located at the confluence of two countries (the United States and
Mexico), and three states (Texas, Chihuahua, and New Mexico). The City of El Paso
represents one-half of the largest binational metroplex in the Western Hemisphere with
the regional population expected to exceed 3 million by 2030.

The City is located in far west Texas, and is the sixth largest city in the state. The City’s
corporate limits encompass approximately 256 square miles. It is approximately
equidistant from the cities of Houston, Texas; Denver, Colorado; and Los Angeles,
California. The area comprising the City of El Paso has a population in excess of 2.3
million. The City estimated population as of 2020 was 691,610, the remainder of El
Paso County estimated population was 158,515 and Ciudad Juarez, Mexico estimated
population was 1.5 million.

The City operates under a Home Rule Charter with a Council-Manager form of
government consisting of a mayor and eight council members. The mayor is elected at
large for a four-year term. Council members are elected from eight single member
districts for a four-year term. Elections are held bi-annually. The City Manager,
appointed by the City Council, is responsible for the management of City employees
and the administration of all City affairs.

The City of El Paso provides a full range of services to the general public. These
services include police and fire protection; emergency medical and health services;
sanitation services; mass transit transportation; construction and maintenance of streets
and infrastructure; recreational activities and cultural events; convention and cultural
facilities, international airport and bridges, economic initiatives and general
administrative services.

Financial Reporting Entity

The financial statements presented conform to the requirements of the Governmental
Accounting Standards Board (GASB). GASB has established government-wide and
combining fund financial statements as the required reporting level for governmental
entities that present financial statements in accordance with GAAP.

Margarita M. Mufioz — Comptroller
Office of the Comptroller | 300 N. Campbell | El Paso, TX 79901
- (915) 212-1174 | MunozMM@elpasotexas.gov ]
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This report includes financial statements of the funds required for those activities,
organizations, and functions related to the City and that are controlled by or dependent
upon the City’s governing body, which is the City Council. The financial statements
present the City of El Paso, which includes the primary government and its component
units.

The basic criterion for determining whether another governmental organization should
be included as part of the primary government’s reporting entity is financial
accountability. Financial accountability includes the appointment of a voting majority
of the organization’s governing body and the ability of the primary government to
impose its will on the organization or the existence of a financial benefit/burden
relationship. An organization which is fiscally dependent on the primary government
should be included as part of the reporting entity.

The following component units, although legally separate from the City, are reported
as part of the reporting entity, detailed information about these entities can be found in
note 1 of the financial report:

Discretely Presented Component Units

El Paso Water (EPWater)

EPWater is a component unit of the City whose mission is to provide the area residents
with sustainable water supply and the highest quality water services to enhance the
vitality of El Paso.

El Paso Housing Finance Corporation (EPHFC)

EPHFC is an independent entity, created pursuant to the Housing Finance Corporation
Act by the City Council as a non-profit corporation to assist persons of low and
moderate income with affordable housing.

Blended Component Units

Downtown Development Corporation (DDC)

The DDC was created and organized as a public non-profit local government
corporation, to assist and act on behalf of the City in the performance of the City’s
governmental functions related to the downtown ballpark venue.

Margarita M. Mufioz — Comptroller
Office of the Comptroller | 300 N. Campbell | El Paso, TX 79901
- (915) 212-1174 | MunonM@eIpasotexaF.gov
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El Paso Children’s Museum Development Corporation (CMDC)

The CMDC was created as a public non-profit local government corporation to assist
and act on behalf of the City in the performance of functions related to construction
and operations of the children’s museum. The children’s museum is set to open to the
public in late 2022 and it will be an integral part of the educational initiatives of the

City.

Thunder Canyon Public Improvement District 1 (PID)

The Thunder Canyon PID is a 26-acre natural arroyo in the western slopes of the
Franklin Mountains. Residents around the canyon area worked with the City to create
a PID and purchased the property from the developer as part of the preservation efforts.
Ninety-three homeowners agreed to tax themselves to pay off the purchase price of the
land that now belongs to the City.

Eastside Sports Complex Public Improvement District 2 (PID)

The PID 2 was created by the City as a mean to pay for the development and
construction of a Sports Complex located in the eastside area of El Paso. Residents of
this area will enjoy free access to the park in exchange for paying the cost of the project.
A Tax Increment Reinvestment Zone (TIRZ) has also been created to complement the
PID revenues and consequently pay for debt service of the certificates of obligation
obtained to pay the construction of the park.

El Paso Property Finance Authority, Inc. (Authority)
The Authority was created to establish a Permanent Public Improvements Program.
City Council is accountable for its operations.

Fiduciary Component Units

City Employees’ Retirement Trust (CERT)

The City contributes to the CERT which is a single-employer defined benefit retirement
system established under legal authority of the City Charter and administered by a
Board of Trustees (CERT Board). Although not under the direct control of the City, the
CERT serves only City and Public Service Board employees (EPWater) and, because
of the scope of service, is included in the City's financial statements as a Pension Trust
Fund.

Margarita M. Muiioz — Comptroller
Office of the Comptrolier | 300 N. Campbell | El Paso, TX 79901

- (915) 212-1174 | MunozMM@elpasotexas.gov
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Firemen and Policemen’s Pension Fund (FPPF)

Uniformed fire fighters and police officers participate in the FPPF. The plan is a single-
employer defined benefit retirement plan established under legal authority of state
statutes and the City Charter, and is administered by a Board of Trustees (FPPF Board).
Although not under the direct control of the City, the FPPF serves only City employees
and, because of the scope of service, is included in the City's financial statements as a
Pension Trust Fund.

Camino Real Regional Mobility Authority (CRRMA)

The CRRMA provides local leadership on transportation and helps address congestion
problems by developing and building infrastructure to keep the El Paso region moving.
The City serves as a fiscal agent, providing many administrative and support services.

El Paso Metropolitan Planning Organization (MPO)
Under federal legislation, the MPO through the Transportation Policy Board (TPB) has

an expanded role in project selection and transportation project planning and
programming. The City serves as the fiscal agent for the MPO providing supportive
services as outlined in a mutually approved operational policy agreement between the
Transportation Policy Board and the City of El Paso.

Internal Control Framework

Integrated within the business systems of the City are the policies and procedures over
accounting and financial reporting that make up the internal control framework. The
internal control framework provides reasonable assurance that the accounting systems
and underlying data are reliable. There are, however, certain limitations inherent in the
internal control framework. Management may choose to accept certain risks because
the cost to prevent all risk is not reasonable. Management is responsible for establishing
and maintaining effective internal controls. Although some level of risk within the
internal control framework is unavoidable, the City’s management maintains an
attitude of supporting strong and effective internal controls.

Because the City receives federal and state awards, it is responsible for ensuring
adequate internal controls are in place to comply with applicable laws, regulations,
contracts and grants related to those programs. Each year a Single Audit Report is
issued, which includes a schedule of expenditures of federal awards (SEFA), a schedule
of expenditures of state awards (SESA), findings and questioned costs, if any, and the
independent auditor’s reports on compliance and on internal control over financial

Margarita M. Muiioz — Comptroller
Office of the Comptroller | 300 N. Campbell | El Paso, TX 79901
- (9‘15) 212-1174 | MunozMM@elpasotexas.gov ‘
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reporting. We believe that the City’s internal accounting controls adequately safeguard
assets and provide reasonable assurance of proper recording of financial transactions.

Budgetary Control

The City adopts an annual budget for the General Fund, Community Development
Block Grants (CDBG), Debt Service Fund, Internal Service Funds and the operations
of the enterprise funds. Unexpended appropriations for these funds lapse at the fiscal
year end. Special revenue funds and capital project funds are generally budgeted on a
project basis that allows spending beyond the fiscal year end until the project is
complete. The level of budgetary compliance is at the object level for appropriations
and every City department is responsible for staying within budget constraints.

Local Economy

El Paso is the largest metro area along the Texas-Mexico border and boasts a best-in-
class, business friendly operating environment while also offering a great living
experience. The region represents one of the largest manufacturing centers in North
America and is recognized as globally competitive.

El Paso continues to experience positive economic growth by attracting new businesses
and helping existing companies to grow. The City's focus is to create new employment
opportunities in 21st century industries, maintain a great quality of life and quality of
place, and facilitate business growth at the local and international levels.

The City’s low cost of living and its thriving community makes El Paso a great place
to live. There are over 300 sunny days per year, an exceptional mix of Mexican
American traditions, strong bilingual workforce, affordable home acquisition and great
quality of life. El Paso is part of a region that is becoming the most critical trade center
along the United States and the Mexico border, with several highway expansions, multi
million dollar hotel renovations and a variety of émerging industries (i.e. food
production, clothing, construction materials, electronic and medical equipment, and
plastics) that continuous to grow.

The median household income of $48,542 within the City is about the same as the
county and about three quarters of the amount in the State of Texas. The number of
housing units are 250,077 with a median value of $133,600, which is 10% higher than

Margarita M. Muiioz — Comptroller
Office of the Comptroller | 300 N. Campbell | El Paso, TX 79901
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the metropolitan area and about two thirds of the amount in Texas. 21.2% of the City’s
population are foreign-born and 81.2% of the population has a high school or higher
education diploma.

El Paso also proudly maintains its recurring standing as one of the top safest cities in
the United States. During the current fiscal year, the City once again earned the Texas
Award for Performance Excellence from the Quality Texas Foundation. The City also
earned the Traffic Safety Initiative Award - High Volume Courts from the Texas
Municipal Courts Education Center and the fire department raked in the top 100 Best
Fleets across the globe for the 3™ consecutive year.

The top employer in the City continuous to be Fort Bliss, employing around 11,720
civilian workers by late 2019. Our military and veteran community is the most
expansive regional military complex in the nation and the defense sector is a major
economic driver.

Several years ago, City leaders implemented a strategic plan aimed at spurring growth
and investment throughout the community; this strategy has built a strong foundation
and continues to lead the way in our economic recovery. Since 2015, El Paso has seen
tremendous private and public investment that has created jobs and opportunity for the
entire City. The City Council has executed sixty-six performance-based incentive
agreements with private industry over this period, resulting in 5,200 new jobs, 8,600
retained jobs and $1.17 billion in capital investment.

By supporting existing and new small, medium, and large businesses, the City of El
Paso has continued to encourage innovation and growth. One of these performance-
based agreements was with SDI Technologies, a consumer electronic business located
in El Paso. The partnership between the city and SDI Technologies allowed them to
expand and resulted in $15.2 million in capital investment and 44 new and retained
jobs.

The City enters into economic development agreements and tax abatements designed
to promote development, redevelopment, rehabilitation and historic preservation.
These efforts enhance the opportunities for the City to create new jobs, increase the tax
base, generate additional sales tax, revitalize neighborhoods, and improve the overall
quality of life for El Paso residents. Redevelopment incentives are available for
businesses and commercial property owners throughout the city looking to redevelop,
re-use or preserve vacant land or existing buildings. The City also encourages the

Margarita M. Muiioz — Comptroller
Office of the Comptroller | 300 N. Campbell | El Paso, TX 79901
- (915) 212-1174 | quonM@eIpasotexas.gov
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redevelopment of existing properties or vacant infill land for use of mixed-use
properties, multi-family housing and commercial/industrial.

This year the City of El Paso approved an agreement with Charter Communications to
expand their current operations. $270,000 in incentives were provided to the company.
In return, Charter Communications retained 578 jobs, created 250 positions, and
invested $2.3 million into their business. Performance based incentives like these allow
the City of El Paso to see immediate results but also yields long-term success due to
the property taxes that are collected over the period of the company’s existence.

During fiscal year 2020, the outbreak of the COVID-19 pandemic caused an
unparalleled impact across the globe. The City of El Paso, as many other cities in
America, experienced high unemployment rates, lower investment earnings, a
reduction in revenues and an overall economic downturn. As part of the leadership
strategy to limit the impact of the pandemic in our community, the City addressed
revenue impacts by implementing a hiring freeze for non-essential positions, closed
multiple facilities (parks, museums, libraries), delayed opening of new amenities,
deferred non-essential capital projects and adopted an organizational restructuring
approach for efficiencies and savings.

As the COVID-19 pandemic preludes economic uncertainty for the fiscal year to come,
the City’s 2021 budget has incorporated financial mechanisms to protect residents and
businesses. Maintaining the same tax rate, unfunding all vacant non-essential positions,
utilizing the CARES Act federal funding to support our community needs and
increasing the budget stabilization fund are some of the strategies that will ensure we
continue to maintain a financial stable condition while fully supporting city services.

Long-term Financial Stability and Sustainability

Ensuring the long-term sustainability of City finances is a key strategic policy for City
management. City Council has adopted fiscal policies that require the balancing of
adopted appropriations with anticipated revenues. General Fund reserves, as
established by the City Charter, may be used for one-time or emergency capital
procurements that would otherwise need debt financing, or as specifically approved by
the City Council. The newly created budget stabilization fund is also intended to assist
the City with specific funds to cover the cost of emergencies and other non-budgeted
expenditures as designated by the City Council.

Margarita M. Muiioz — Comptroller
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Sustainability of the City’s General Fund is always the most critical issue that
constrains long-term financial goals and directly affects the City’s ability to carry out
its strategic initiatives. In fiscal year 2020, the operating budget was funded with
current revenues. At the close of the fiscal year, actual revenues had exceeded
expenditures by $20.6 million.

Since most operating costs of the City are anticipated to increase in future budgets,
balancing without the use of reserves or tax/fee increases remains a major focus.
Continued effective budget planning in the short and long term will benefit the City’s
financial sustainability. Some of the specific accomplishments and areas of continual
improvement include:

>

YV V V V¥V

>

Maintain performance based budgeting and continue to align services to City
Council’s Strategic Goals
Continue long-term financial planning to align financial capacity with long-term
objectives
Prepare the General Fund budget without the use of fund balance, setting
appropriate budget priorities and balancing resources with expenditures
Monitor local economy and revenue performance to quickly adjust expenditure
budgets when warranted
Review procedures and processes for ways to reduce costs and enhance efficiencies
through consolidation, outsourcing, interagency partnerships, and technology
investments.
Initiatives include:
e Stimulate the local economy and job creation through new 380
incentive agreements
e Introduce new technology to improve wait times and border crossing
efficiency
e Expand the cultural and recreational venues that continue to attract
tourists
e Budget strategically the capital needs of the City
¢ Increase the investment portfolio performance
e Strategically align the organization’s leadership to improve service
delivery
Maintain strong bond ratings, S&P's AA; Fitch's AA
e Supported by the Government Finance Office Association (GFOA) awards for
distinguished budgets (25 consecutive years) and excellence in financial
reporting (20 consecutive years)
¢ Supported by no financial audit findings for fiscal years 2016, 2017, 2018,
2019 and 2020.

Margarita M. Muiioz — Comptroller
Office of the Comptroller | 300 N. Campbell | El Paso, TX 79901
- (915) 212-1174 | MunonM@eIpasoteP(as.gov




MAYOR
Oscar Leeser

CITY COUNCIL

District 1
Peter Svarzbein

District 2
Alexsandra Annello

District 3
Cassandra Hernandez

District 4
Joe Molinar

District 5
Isabel Salcido

District 6
Claudia L. Rodriguez

District 7
Henry Rivera

District 8
Cissy Lizarraga

CITY MANAGER
Tommy Gonzalez

Office of the Comptroller

Financial Condition

The City’s financial position remains stable as tax revenues out-performed budgeted
revenues this fiscal year. In addition, City management continued to exercise
conservative fiscal practices and careful evaluation of operational priorities. The City’s
2020 General Fund increase in fund balance is the result of strategically planning the
use of resources while ensuring budget savings in non-essential cost.

Due to the COVID-19, that globally affected communities and their economy, some of
the capital projects that were set to open in the summer of 2020 were put on hold as
funding for the operations were not feasible with current economic conditions. The
State orders to cease non-essential business operations in an effort to contain the spread
of the COVID-19 caused the City to close all parks and recreation centers, libraries and
museums, including new water parks that were ready to open to the public. This action
allowed the City to save $3.5 million in cost related to new amenities and $4.8 million
in quality of life service reductions.

Early in the calendar year, the City Council took action to amend the budget resolution
to establish the budget stabilization fund. The intent of the fund was to serve as a
reserve to be used with the purpose of minimizing future tax rate impact, protecting
against raising charges for services and fees and providing available funding for
specific circumstances in order to maintain the same level of service.

One of the actions taken by management to ensure the proper us