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INDEPENDENT AUDITOR’S REPORT
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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Hidalgo County Regional Mobility Authority

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of Hidalgo County Regional Mobility Authority (the
Authority), as of and for the year ended December 31, 2025, and the related notes to the financial statements,
which collectively comprise the Authority’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 Authority, as of December 31, 2025, and the respective changes in financial position, and cash
flows thereof 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
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Authority 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 opinions.

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 Authority’s ability to continue as a going
concem for twelve months beyond the financial statement date, including any currently known information that
may raise substantial doubt shortly thereafter.
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Auditor’s 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 auditor’s 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 Identify 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 Authority’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 Authority’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 on pages 5—8 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.



Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Authority’s basic financial statements. The accompanying schedule of expenditures of federal
awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards, are presented for purposes of additional analysis
and are not arequired 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 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 awards is 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 April 20, 2026, on our
consideration of the 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 solely to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Authority’s internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Authority’s internal control over financial
reporting and compliance.

53106611,, % Cl mbet ,é.’:ﬁrm?o'uu‘» LLP

McAllen, Texas
April 20, 2026



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, 2025.

FINANCIAL HIGHLIGHTS

e The Authority’s net position decreased $21.4 million. This decrease was primarily attributable to
the recognition of an impairment loss of $31.3 million related to costs previously capitalized as
construction in progress. Management reviewed the costs for the period of 2008-2013 and
determined the carrying value of that asset was impaired.

e Capital assets, net of accumulated depreciation and impairment, increased by $28.5 million
primarily due to the continued construction activity on the 365 Toll Road project.

e Capital grant revenue from the federal government totaled $7.7 million.

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial section of this annual report consists of three parts: management 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 position. 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, total assets exceeded total liabilities by roughly $139.1 million at the close of the year ended
December 31, 2025.



MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

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

Authority's Net Position
Table 1 - Dollars in Millions

2025 2024
Assets
Current and other assets $ 1053 $ 159.7
Capital assets 351.2 322.7
Total assets 456.5 482.4
Liabilities
Other liabilities 9.7 16.2
Long-term liabilities 307.6 305.7
Total liabilities 317.3 321.9
Net Position
Net invested in capital assets,
net of related debt 352 15.1
Restricted 829 123.8
Unrestricted 21.0 21.6
Total net position $§ 1391 $ 160.5

The Authority’s net position in net investment in capital assets consist primarily of 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 by other sources since the capital assets
themselves cannot be used to liquidate these liabilities.

Restricted net position represents resources for debt service that are subject to bond covenants totaling
$22,369,473 and restricted for projects totaling $60,540,247. Unrestricted net position totaled $20,959,177.

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



MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

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

2025 2024
Operating revenues
Charges for services $ 95 $ 91
9.5 9.1
Operating expenses 2.1 1.9
Operating income 7.4 7.2
Non-operating revenues (expenses) (28.8) 26.7
Change in net position (21.4) 33.9
Net position - beginning 160.5 126.9
Restatement - (0.3)
Net position - ending $ 139.1 $ 160.5

The Authority’s net position decreased by $21.4 million during 2025. This decrease was primarily driven
by a $31.3 million impairment loss related to construction in progress assets, partially offset by operating
income, federal grant revenue, and investment earnings recognized during the year.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The Authority’s capital assets (net of accumulated depreciation) amount to $351.2 million. This investment
in capital assets includes construction in progress as well as land, leasehold improvements, infrastructure,
office equipment, and the right to use building. The total increase in the Authority’s capital assets for the
current year was $28.5 million. The details of the change in capital assets from last year are reflected in
the table below.
Authority's Capital Assets
(Net of Accumulated Depreciation)
Table 3- Dollars in Thousands

2025 2024
Leasehold improvements $ 150 $ 178
Office equipment 6 11
Land 1,356 1,356
Right to use-Building 98 142
Infrastructure/wetlands 8,286 2,605
Construction in progress 341,345 318,426

$ 351,241 $ 322,718




MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

Although the Authority recognized an impairment loss of $31.3 million on impaired assets (CIP), it was
offset by current construction in progress in the amount of $54.3 million. Additional information on the
Authority’s capital assets can be found in the Notes to the Financial Statements in this report under note 1.
C - Capital Assets.

Long-Term Obligations

At the end of the current year, the Authority had total contractually obligated long-term debt of $293.8
million (not including unamortized premium activity) excluding compensated absences. The details of the
change in debt from last year are as indicated:

Authority's Long-Term Obligations
Table 4 - Dollars in Thousands
(not including unamortized activity)

2025 2024
Bonds $ 293,885 $ 291,460
Compensated absences 438 382
$ 294,323 $ 291,842

The net increase in long-term debt was $2.4 million. This was the net result of additional principal accretion
of $4.7 million and principal reduction of ($2.3 million) current amounts due for the year. Compensated
absences increased by $56 thousand.

ECONOMIC FACTORS AND NEXT YEAR

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

All these factors were considered in preparing the Authority’s budget for the year 2026.

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, 203 W. Newcombe Ave., Pharr, TX 78577.
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY

Current assets:
Cash and cash equivalents

Investments
Cash with fiscal agent

STATEMENT OF NET POSITION
DECEMBER 31, 2025

ASSETS

Receivables (net of allowance for uncollectible):

Vehicle registration fees receivable
Overweight permit fees receivable

Other
Prepaid expenses
Restricted assets:

Cash and cash equivalents

Investments

Due from governmental agencies

Accrued interest

Noncurrent assets:

Total current assets

Prepaid bond insurance

Capital assets:
Land

Leasehold improvements
Oftfice equipment
Right-to-use asset - building
Infrastructure roads/wetland
Construction in progress (non-depreciable)

Accumulated depreciation

Accumulated amortization

Current liabilities payable not from restricted assets:
Accounts payable
Arbitrage payable

Lease payable

Total capital assets

Total noncurrent assets

Total assets

Unearned revenue
Current portion of long-term debt

Current portion of compensated absences
Current liabilities payable from restricted assets:
Accounts payable

Other payables

Accrued interest payable

Noncurrent liabilities:

Long-term debt (net of current portion)

LIABILITIES

Total current liabilities payable

Compensated absences (net of current portion)

Total noncurrent liabilities

Total liabilities

Net invested in capital assets

Restricted for:
Debt service
Capital projects
Unrestricted

Total net position

NET POSITION

Total liabilities and net position

The notes to the financial statements are an integral part of this financial statement.
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$ 15,030,745
222
122,502

602,940
18,225
442
43,937

85,530,059
2,575,374
1,078,246

4,915

105,007,607

252,766

1,356,039
409,547
40,946
437,340
8,890,734
341,344,780

(899,031)

(338,939)

351,241,416

351,494,182

$ 456,501,789

$ 258,803
41,165

115,163

122,502

2,898,690

55,745

1,765,469
3,982,137
531,267

9,770,941

307,206,743
381,993

307,588,736

317,359,677

35,273,215

22,369,473
60,540,247
20,959,177

139,142,112

$ 456,501,789




HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
FOR THE YEAR ENDED DECEMBER 31, 2025

Operating revenues:
Charges for sales and services:

Vehicle registration fees $ 7,782,500
Overweight permit fees 1,773,657
Total operating revenues 9,556,157

Operating expenses:

Personnel services 1,243,366
Supplies 12,696
Other services and charges 548,789
Depreciation and amortization expense 296,582
Total operating expenses 2,101,433

Operating income 7,454,724

Non-operating revenues (expenses):

Miscellaneous 2,096
Investment earnings - unrestricted 691,260
Investment earnings - restricted 4,678,073
Intergovernmental - grant 7,758,194
Bond interest expense (6,398,075)
Principal bond accretion on 2022A and B (4,769,475)
Impairment loss (31,318,611)
Interest expense/fees - bonds (32,000)
Interest expense - amortization bond premiums 522,325
Total non-operating revenues (expenses) (28,866,213)
Change in net position (21,411,489)
Total net position - beginning 160,553,601
Total net position - ending $ 139,142,112

The notes to the financial statements are an integral part of this financial statement.
11



HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2025

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from vehicle registrations, overweight permit fees, and other
Payments to employees
Payments to suppliers
Payments for contractual services

Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Payments related to acquisition and construction of capital
Principal paid on long-term debt
Interest paid on long-term debt
Proceeds from capital grant
Principal payments on lease payable
Interest paid on lease payable

Net cash used by capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Net sale (purchase) of investments
Interest income

Net cash provided by investing activities

Net increase in cash and cash equivalents and restricted cash and cash equivalents
Cash and cash equivalents and restricted cash and cash equivalents, beginning of fiscal year
Cash and cash equivalents and restricted cash and cash equivalents, end of fiscal year

Reconciliation of operating income to net cash provided by operating activities:
Operating income

Adjustments to reconcile operating income to net cash provided by operating activities:
Depreciation and amortization expense
(Increase) decrease in vehicle registration fees receivable
(Increase) decrease in overweight permit fee receivable
(Increase) decrease in prepaid expense
Increase (decrease) in accounts payable
Increase (decrease) in accrued wages
Increase (decrease) in other payables
Increase (decrease) in compensated absences

Increase (decrease) in unearned revenue

Total adjustments

Net cash provided by operating activities

The notes to the financial statements are an integral part of this financial statement.
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9,381,297
(1,250,526)
(12,696)
(591,076)

7,526,999

(65,635,201)
(2,345,000
(6,432,154)
11,349,888

(47,759)
(6,001)

(63,116,227

14,433,211
5,426,555

19,859,766

(35,729,462)
136,290,266

100,560,804

7,454,724

296,582
(96,110)
33,225

3,812
(41,681)
20,447
(33,835)
(43,190)
(66,975)

72,275

7,526,999




HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2025

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 to 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. 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 Joya 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 365 Tollway (formerly TCC), the International Bridge 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.

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
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.

13



HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2025

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

C. Cash and Cash Equivalents, Cash with Fiscal Agent, and Investments

Cash and cash equivalents include demand deposits held with financial entities and short-term highly liquid
investments that are readily convertible and have original maturities of three months or less.

Cash with fiscal agent includes 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
statement of revenues, expenses and changes in net position 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. The Authority’s local government investment pools are recorded at amortized cost as
permitted by GASB Statement No. 79, “Certain External Investment Pools and Pool Participants.”

D. Capital Assets

Capital assets are defined by the Authority as assets with an initial, individual cost of more than $5,000 and
an estimated useful life in excess of one year. As the Authority constructs or acquires capital assets each
year, including infrastructure assets, they are capitalized and reported at historical cost. The reported value
excludes normal maintenance and repairs, which are amounts spent in relation to capital assets that do not
increase the asset’s capacity or efficiency or increase its estimated useful life.

Land and construction in progress, which include capitalized costs for legal, consulting and engineering
relating to the planning on the loop projects, are not depreciated. Depreciation on construction in progress
will not begin until the projects are operational. Leasehold improvements, equipment and infrastructure
assets are depreciated using the straight-line method over the following estimated useful lives:

Capital asset classes Lives
Leasehold improvements 10
Office equipment 5
Infrastructure - roads 30

E. Restricted Assets

Proceeds from the Authority's bonds are restricted for projects. Certain resources that are set aside for debt
service are classified as restricted assets on the statement of net position because their use is limited by
applicable bonds covenants. These restricted assets are held and disbursed by Wilmington Trust, fiscal
agent.

F. Receivables
All receivables are shown net of allowance for uncollectible balances, which are estimated based on

historical activity. As of December 31, 2025, all receivables are expected to be collected, therefore, no
allowance for uncollectible balances was deemed necessary.

14



HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2025

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

G. Net Position

The difference between assets less liabilities is reported as net position. Net position is comprised of the
following components:

o Net investment in capital assets consists of capital assets, net of accumulated depreciation and
reduced by outstanding balances of bonds and other debt that are attributable to the acquisition,
construction, or improvement of those assets. Deferred outflows of resources that are attributable
to the acquisition, construction and improvement of those assets or related debt are included in this
component of net position.

e Restricted net position consists of restricted assets reduced by liabilities related to those assets.
Assets are reported as restricted when constraints are placed on asset use either by external parties
or by law through constitutional provision or enabling legislation.

o Unrestricted net position is the net amount of the assets, deferred outflows of resources and
liabilities that do not meet the definition of the two preceding categories.

When both restricted and unrestricted resources are available, a flow assumption must be made about the
order in which the resources are considered to be applied. The Authority’s policy is to consider restricted
net position as having been used first before unrestricted net position is applied.

H. 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.

As previously noted, 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.

I. 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.

J. Personnel Liabilities
The employees who perform operating activities for the Authority are loaned to the Authority by the City

of Pharr, TX. All personnel are employees of the City of Pharr. The actual costs incurred by the City of
Pharr are reimbursed by the Authority.

15



HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS - CONTINUED

DECEMBER 31, 2025
NOTE I - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES -
(Continued)
K. 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 more than the yield on such obligations
and any income earned on such excess.

L. Bond Premiums, Discounts, and Issuance Costs

The Authority amortizes premiums and discounts over the estimated useful life of the bonds as an
adjustment to interest expense using the straight-line method. Bond issuance cost is expensed as incurred,
in accordance with GASB Statement No. 65.

M. Rounding Adjustments

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

N. New Accounting Pronouncements

Implemented Accounting Pronouncement:

In 2025, the Authority implemented GASB Statement No. 102, Certain Risk Disclosures. GASB Statement
No. 102 enhances disclosures related to concentrations and constraints that may expose the government to

risks. The implementation of this standard did not have a material effect on the government’s financial
statements.
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2025

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

PlainsCapital 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 105% 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, 2025, 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 PlainsCapital Bank. At December 31, 2025, the carrying
amount of the Authority’s deposits was $113,318 and the bank balance was $113,318.

The Authority invests in Local Government Investment Cooperative (“LOGIC”). LOGIC is a local
government investment pool organized in conformity with the Interlocal Cooperation Act, Chapter 791 of
the Texas Government Code, and the Public Funds Investment Act, Chapter 2256 of the Texas Government
Code (the “PFIA”). These two acts provide for the creation of public funds investment pools (including
LOGIC) and authorize eligible government entities to invest public funds under their control through the
investment pools. As permitted by GASB Statement No. 79, “Certain External Investment Pools and Pool
Participants,” the Authority’s investments in LOGIC are stated at cost, which approximates fair value.

The Authority classifies its investments with LOGIC as cash and cash equivalents for financial reporting
purposes as balances may be withdrawn at any time without penalty. On December 31, 2025, investments
in LOGIC totaled $100,447,486 of which $20,743,655 was restricted by bond covenants, $64,786,404 was
restricted for construction and $14,917,427 was unrestricted.

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 government securities, which are held
by Wilmington Trust. The Authority’s restricted investments are 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; they are currently investing in government
securities.

The Authority categorizes its fair value measurements with the fair value hierarchy established by generally
accepted accounting principles. The three levels of fair value hierarchy are as follows:

e Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.

e Level 2: Inputs (other than quoted prices included within Level 1) that are observable for the asset
or liability either directly or indirectly.

e Level 3: Unobservable inputs—market data are not available and are developed using the best

information available about the assumptions that market participants would use when pricing asset
or liability.
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2025

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

The Authority has the following fair value measurement as of December 31, 2025:

Fair Value Measurement Using

Fair Value Level 1 Inputs Level 2 Inputs Level 3 Inputs

Government Securities - Unrestricted $ 222 222 3 - 3 -
Government Securities - Restricted 2,575,374 2,575,374 - -
$ 2575596 § 2575596 $ - $ -

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. All investments held by the
Authority are short term in nature as follows:

Investment Maturities (in Years) at December 31, 2025

Fairr Value Less Than 1 1-2 2-3
Government Securities - Unrestricted $ 222 $ 222 3 - 3 -
Government Securities - Restricted 2,575,374 2,575,374 - -
$ 2575596 $ 2575596 $ -3 -

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, 2025, the investments in the State’s investment pools were rated AAAm by Standards and
Poor’s. Investments in Government securities consisted of Federal Home Loan Banks rated A-1+, Federal
Home Loan Mortgage Corp rated AAA, Federal National Mortgage Association rated AAA, Federal Home
Loan Banks rated AAA, Federal Farm Credit Banks Funding Corp rated AAA and United States Treasury
rated AAA.

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.

As of December 31, 2025, the Authority’s bank balance was not exposed to custodial credit risk and was
over-insured and over-collateralized via PlainsCapital 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.
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2025

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

A. Cash and Investments — (Continued)

Concentration of Credit Risk

The Authority’s investment holdings on December 31, 2025, were strictly confined in government

securities. 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, 2025, the Authority’s unearned revenues totaling $122,502 were 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.

C. Capital Assets

Capital asset activity for the year ended December 31, 2025 was as follows:

Balance Balance
12/31/2024 Increases Decreases Transfers 12/31/2025
Capital Assets, not being depreciated:
Land $ 1,356,039 $ - 8 - 8 -3 1,356,039
Construction in progress 318,426,254 60,117,234 (31,318,611) (5,880,097) 341,344,780
Total Capital Assets not being
depreciated 319,782,293 60,117,234 (31,318,611) (5,880,097) 342,700,819
Capital Assets, being depreciated:
Leasehold improvements 388,932 20,615 - - 409,547
Office equipment 40,946 - - - 40,946
Right-to-use asset - building 437,340 - - - 437,340
Infrastructure - wetland project - - - 5,880,097 5,880,097
Infrastructure - roads 3,010,637 - - - 3,010,637
Total Capital Assets being
depreciated 3,877,855 20,615 - 5,880,097 9,778,567
Less accumulated depreciation
and amortization for:
Leasehold improvements (210,958) (48,871) - - (259,829)
Office equipment (29,806) (4,620) - - (34,426)
Right-to-use asset - building (295,205) (43,734) - - (338,939)
Wetland project - (98,002) - - (98,002)
Infrastructure - roads (405,419) (101,355) - - (506,774)
Total accumulated depreciation
and amortization (941,388) (296,582) - - (1,237,970)
Total Capital Assets being depreciated (net) 2,936,467 (275,967) - 5,880,097 8,540,597
Total Capital Assets, Net $ 322,718,760  $ 59,841,267 $ (31,318,611) § - § 351,241416
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2025

NOTE II - DETAILED NOTES ON AUTHORITY’S ACTIVITY - (Continued)
C. Capital Assets - (Continued)

Increase in construction in progress consists of the following:

Consulting and engineering $ 9,150,890
Legal and professional 356,370
Loop project: 365 Tollway/IBTC 43,131,984
Toll system 3,002,214
Preliminary studies-SEC - A 34,935
Wetland project 3,479,509
Capitalized wages 961,332

S 60117234

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
exceed the fair value of assets. The factors considered by management in performing this assessment
include current operating results, trends, and other economic factors. As a result of its review the Authority
recorded an impairment loss of $31,318,611 for the year ended December 31, 2025.

D. Long-Term Obligations
1. Revenue Bonds and Compensated Absences

On February 10, 2022, the Authority issued and received proceeds amounting to $151,650,345 from the
issuance of the Series 2022 A Senior Lien Bonds issued in part as Current Interest Bonds (the “Series 2022A
Senior Lien CIBs”) and Capital Appreciation Bonds (the “Series 2022 A Senior Lien CABs”). It also issued
the Series 2022B Junior Lien Bonds in the amount of $63,884,707 in part as Current Interest Bonds (the
“Series 2022B Junior Lien CIBs”) and Capital Appreciation Bonds (the “Series 2022B Junior Lien CABs”).
The purpose of these two bond issues is to finance costs of phase II project, which consists of Segments 1
and 2 for the construction of the 365 Toll Project and to retire the Jr. Lien Bond Series 2016 in the amount
of $23,534,334.
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NOTE II - DETAILED NOTES ON AUTHORITY’S ACTIVITY - (Continued)

D.

At December 31, 2025, the Authority had the following long-term bonds outstanding:

HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY

NOTES TO FINANCIAL STATEMENTS - CONTINUED

DECEMBER 31, 2025

Long-Term Obligations- (Continued)

Revenue Bonds and Compensated Absences (Continued)

$9,870,000 refunding bonds, Series 2020A due in various installments
through 2050 with interest of 3.00% to 4.00%.

$58,015,000 refunding bonds, Series 2020B due in various installments
through 2043 with interest 0 2.91% to 2.97%.

$151,650,345 Senior Lien Toll and Vehicle Registration Fee Revenue
Bond, Series 2022A due in various installments through 2056 with
interest of 3.50% to 5.00%. Bonds are secured with a pledge of
dedicated vehicle registration fees and toll revenues.

Principal accretion on Senior Lien Toll and Vehicle Registration Fee
Revenue Bonds, Series 2022A.

Total outstanding balance on Senior Lien Series 2022A Bonds

$63,884,707 Junior Lien Toll and Vehicle Registration Fee Revenue and
Refunding Bond, Series 2022B due in various installments through 2056
with interest of 3.50% to 5.00%. Bonds are secured with a pledge of
dedicated vehicle registration fees and toll revenues.

Principal accretion on Junior Lien Toll and Vehicle Registration Fee
Revenue and Refunding Bond, Series 2022B.

Total outstanding balance on Junior Lien Series 2022B Bonds
Total principal outstanding

Bond premium

Total long-termbonds payable
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151,650,345

12,168,130

63,884,707

5,396,396
69,281,103

$ 9,870,000

50,915,000

163,818,475

293,884,578

16,220,855

$ 310,105,433



HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2025

NOTE II - DETAILED NOTES ON AUTHORITY’S ACTIVITY - (Continued)
D. Long-Term Obligations- (Continued)
1. Revenue Bonds and Compensated Absences (Continued)

Debt service requirements on long-term obligations at December 31, 2025 including principal accretion are
as follows:

Year Ended
December 31, Principal Interest Total
2026 $§ 2365000 $ 6,375,204 $ 8,740,204
2027 2,400,000 6,342,945 8,742,945
2028 3,475,000 6,307,809 9,782,309
2029 4,550,000 6,214,852 10,764,852
2030 6,080,000 6,066,998 12,146,998
2031-2035 45,580,000 25,840,618 71,420,618
2036-2040 69,585,000 14,534,344 84,119,344
2041-2045 56,401,901 41,179,889 97,581,790
2046-2050 43,715,947 67,571,853 111,287,800
2051-2055 53,005,965 90,298,563 143,304,528
2056 6,725,765 20,704,232 27,429,997

§ 293,884,578 $§ 291437307 § 585,321,885

The Authority and Hidalgo County authorized the pledge of the vehicle registration fees to secure payment
of the Hidalgo County Regional Mobility Authority debt in a term not exceeding 40 years. The net position
for debt service was $22,369,473 for the year ended December 31, 2025. 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 Logic Investment Pool and government securities.
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2025

NOTE II - DETAILED NOTES ON AUTHORITY’S ACTIVITY - (Continued)
D. Long-Term Obligations- (Continued)
1. Revenue Bonds and Compensated Absences (Continued)

Long-term obligations activity for the year ended December 31, 2025 was as follows:

Balance Balance Due Within
12/31/2024 Increases Decreases 12/31/2025 One Year

Bonds Payable:
Revenue Bond Series 2020A $ 9,870,000 $ - $ - 3 9,870,000 $ -
Revenue Bond Series 2020B 53,260,000 - 2,345,000 50,915,000 2,365,000
Revenue Bond Series 2022A 160,520,719 3,297,756 - 163,818,475 -
Revenue Bond Series 2022B 67,809,384 1,471,719 - 69,281,103 -
Premium on Bonds-2020A 1,165,340 - 45,256 1,120,084 45,256
Premium on Bonds-2022A 11,366,346 - 356,126 11,010,220 356,126
Premium on Bonds-2022B 4,222 859 - 132,308 4,090,551 132,308
Total Bonds Payable 308,214,648 4,769,475 2,878,690 310,105,433 2,898,690
Compensated absences 381,993 55,745 - 437,738 55,745

Total Long-Term Liabilities ~ $ 308,596,641 $ 4,825220 $ 2878690 § 310,543,171 § 2954435

Compensated absences are offered to personnel for vacation and sick leave, and are based on certain criteria.

Vacation Leave Accrual is based on the number of years of full-time employment with the Authority in
accordance with the following chart:

Years of Employment Pro-Rata Accrual Rate per Month
0-19 10.00 hours
20 and over 13.33 hours

The maximum amount of accumulated vacation leave is 240 hours.

Sick Leave Accrual is earned at a rate of 10 hours per month and may be accumulated without limitation.
If the employee retires after 10 years of consecutive employment, the employee will be paid for accrued
sick leave up to ninety (90) workdays, plus one hour for every two hours in excess of 90 days.
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2025

NOTE II - DETAILED NOTES ON AUTHORITY’S ACTIVITY - (Continued)
D. Long-Term Obligations- (Continued)
2. Arbitrage

In 2020 and 2022, 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. On December 31, 2025, there was an anticipated liability of arbitrage in the
amount of $41,165 that would be owed to the federal government. This amount is included on the statement
of net position.

E. Lease Payable

Effective March 1, 2018, the Authority entered into a building lease agreement with a 60-month term and
monthly installments of $4,480. The agreement includes a renewal option for an additional 60 months.
Management uses the Authority’s incremental borrowing rate 4.25% to discount the lease payments. On
December 31, 2025, the Authority recognized a right-to-use asset as follows:

Right-to-use asset $ 437,340
Amortization (295,205)
Right-to-use asset, net $ 142,135

On December 31, 2025, the Authority recognized a lease liability totaling $115,163. Future payments on
this lease are as follows:

Total
December 31, Principal Interest Payment
2026 $ 49,829  § 3931 § 53,760
2027 51,988 1,772 53,760
2028 13,346 95 13,441

$§ 115163 $ 5798 $ 120961

Additionally, the Authority rents certain office equipment and vehicles. The total costs of the Authority’s
leases were $67,612 for the year ended December 31, 2025.

NOTE III - OTHER INFORMATION
A. Litigation
The Authority is currently a defendant in a lawsuit. The lawsuit remains pending, and it is the opinion of

management and its outside attorneys that the possible outcome of the lawsuit and an estimate of the loss,
if any, cannot presently be determined.
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
NOTES TO FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2025

NOTE III - OTHER INFORMATION - (Continued)

B. Federally Assisted Program

The Authority participates in a federally assisted grant program from the U.S. Department of Transportation
passed through the Texas Department of Transportation. Although this program has been audited in
accordance with the Uniform Guidance through December 31, 2025, this program is still subject to financial
and compliance audits and monitoring reviews from federal and state agencies. The amount, if any, of
expenditures which may be disallowed by the grantor agencies cannot be determined at this time, although
management expect such amounts, if any, to be immaterial to the financial position of the Authority.

C. Construction Commitments

On December 31, 2025, the Authority had the following remaining construction commitments:

Construction commitments Authorization Expended Remaining

Program management $ 7,572,401 $ 6,901,804 $ 670,597
Engineering/surveying 1,153,790 1,034,434 119,356
Environmental 1,585,189 1,140,303 444 886
Material testing 12,721,328 7,584,101 5,137,227
Toll system 14,625,840 4,281,892 10,343,948
Construction 287,507,734 192,388,970 95,118,764

$325,166,282 $213,331,504 $111,834,778

This table is not meant to reconcile to the balance of construction in progress. This table consists of current
project commitments authorized by the Board.

D. Letter of Credit

On November 8, 2025, the Authority acquired an unsecured Irrevocable Standby Letter of Credit from
PlainsCapital Bank that will expire on November 8, 2026. As of December 31, 2025, the authority has not
drawn upon the letter of credit, which has been issued in the amount of $50,000 with an annual cost of
$500.

E. Major Vendors

One vendor was paid $45,614,261, which accounted for 72% of vendor payments for the year ending
December 31, 2025.

F. Subsequent Events

Management has evaluated subsequent events through April 20, 2026, the date these financials statements
were available to be issued. No subsequent events were noted.
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INDEPENDENT AUDITOR’S 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 (the Authority),
as of and for the year ended December 31, 2025, and the related notes to the financial statements, which collectively
comprise the Authority’s basic financial statements as listed in the table of contents, and have issued our report thereon
dated April 20, 2026.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’s internal control over
financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the circumstances
for the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the Authority’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the 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 or significant deficiencies may exist that were not
identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the 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 financial statements. 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.

BML y Fragoso, 5.C. 205 Pecan Boulevard, McAllen, TX 78501
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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.

P, W Counetoe £ Longoria LLF

McAllen, Texas
April 20, 2026
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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
Opinion on Each Major Federal Program

We have audited Hidalgo County Regional Mobility Authority’s (the Authority) compliance with the types of compliance
requirements identified as subject to audit in the OMB Compliance Supplement that could have a direct and material effect on
each of the Authority’s major federal program for the year ended December 31, 2025. The Authority’s major federal program
is identified in the summary of auditor’s results section of the accompanying schedule of findings and questioned costs.

In our opinion, the Authority complied, in all material respects, with the types of compliance requirements referred to above
that could have a direct and material effect on its major federal program for the year ended December 31, 2025.

Basis for Opinion on Each Major Federal Program

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). Our
responsibilities under those standards and the Uniform Guidance are further described in the Auditor’s Responsibilities for the
Audit of Compliance section of our report.

We are required to be independent of the Authority and to meet our other ethical responsibilities, in accordance with 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 opinion on compliance for the major federal program. Our audit does not provide a legal determination
of the Authority’s compliance with the compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design, implementation, and
maintenance of effective internal control over compliance with the requirements of laws, statutes, regulations, rules, and
provisions of contracts or grant agreements applicable to the Authority’s federal program.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance requirements
referred to above occurred, whether due to fraud or error, and express an opinion on the Authority’s compliance based on our
audit. 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, Government Auditing Standards, and the Uniform
Guidance will always detect material noncompliance when it exists. The risk of not detecting material noncompliance resulting
from fraud is higher than that resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

BML y FraQOSO, S.Co 205 Pecan Boulevard, McAllen, TX 78501
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Noncompliance with the compliance requirements referred to above is considered material if there is a substantial likelihood
that, individually or in the aggregate, it would influence the judgment made by a reasonable user of the report on compliance
about the Authority’s compliance with the requirements of the major federal program as a whole.

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

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

¢ Identify and assess the risks of material noncompliance, 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
Authority’s compliance with the compliance requirements referred to above and performing such other procedures as
we considered necessary in the circumstances.

e  Obtain an understanding of the Authority’s internal control over compliance relevant to the audit in order to design
audit procedures that are appropriate in the circumstances 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 the
Authority’s internal control over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and any significant deficiencies and material weaknesses in internal control over compliance that we

identified during the audit.
Report on 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 a 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 intemal 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 Auditor’s Responsibilities
for the Audit of Compliance section above and was not designed to identify all deficiencies in internal control over compliance
that might be material weaknesses or significant deficiencies in internal control over compliance. Given these limitations,
during our audit we did not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal control over compliance
may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, no such opinion is expressed.

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.

Bt W Cocber £ L ngreia LLP

McAllen, Texas
April 20, 2026
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2025

Grant/Contract
Federal Grantor/ Pass-Through Grantor/ Identifying
State Grantor/ Program Title ALN Award Number Expenditures
FEDERAL AWARDS
HIGHW AY PLANNING AND CONSTRUCTION CLUSTER
U.S. DEPARTMENT OF TRANSPORTATION
Passed through Texas Department of Transportation:
Highway Planning and Construction 20205  CSJ#0921-02-368 $ 7,758,194
7,758,194
Total passed through Texas Department of Transportation 7,758,194
Total U.S. Department of Transportation $ 7,758,194
TOTAL EXPENDITURES OF FEDERAL AWARDS $ 7,758,194

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 THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2025

General

The accompanying Schedule of Expenditures of Federal Awards (SEFA) present the federal grant activity for the
Hidalgo County Regional Mobility Authority (the Authority) for the year ended December 31, 2025. The reporting
entity is defined in Note I.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). Because the
SEFA 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 position, or cash flows of the Authority.

Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards is presented using the flow of economic resources
measurement focus and use the accrual basis of accounting, which is described in Note I.B of the Authority’s notes
to the financial statements. Under this method, revenues are recorded when earned and expenses are recorded at
the time a liability is incurred. Federal grant funds are generally considered earned to the extent expenditures made
under the provisions of the grant are made and, accordingly, when such funds are received, they are recorded as
unearned revenues until earned. The Authority has elected not to use the 15 percent de minimis indirect cost rate
allowed under the Uniform Guidance.

Relationship to Federal Financial Reports

Amounts reported in the accompanying schedule may not agree with the amounts reported in the related Federal
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 Awards to Comprehensive Annual Financial Report

The following is a reconciliation of the Schedule of Expenditures of Federal Awards (SEFA) to the Statement of
Revenues, Expenses, and Changes in Net Position within the Hidalgo County Regional Mobility Authority’s Annual
Financial Report:

Federal
Expenditures
per SEFA
Non-operating revenue: Intergovernmental - grant $ 7,758,194
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2025

Section I — Summary of Auditor’s Results

Financial Statements
Type of auditor’s report issued: Unmodified

Internal Control over financial reporting:

e Material weakness(es) identified? yes X no
¢ Significant deficiencies identified that are not
considered to be material weaknesses? yes X none reported
Noncompliance material to financial statements noted? yes X no

Federal awards
Internal control over major programs:

e Material weakness(es) identified? yes X no
¢ Significant deficiencies identified that are not
considered to be material weaknesses? yes X none reported

Type of auditor’s report issued on compliance for
major programs: Unmodified

Any audit findings disclosed that are required to be
reported in accordance with 2 CFR 200.516(a)? yes X no

Identification of major programs:

Assistance Listing Number (ALN) Name of Federal Program or Cluster
20.205 Highway Planning and Construction Program

Dollar threshold used to distinguish between Type A
and Type B programs: $1,000,000

Auditee qualifies as a low-risk auditee? X yes no
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HIDALGO COUNTY REGIONAL MOBILITY AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2025

Section II — Financial Statement Findings

None noted.

Section III — Federal Award Findings

None noted.
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