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independent Auditor's Report

To the Board of Trustees
Lamar County, Texas
119 Norih Main

Paris, Texas 75460

Report on the Financial Statements

We have audited the accompanying financial stafemenis of the governmental activities, each major fund, and
ihe aggregate remaining fund information of the Lamar County, Texas ("the County”) as of and for the year
ended September 30, 2013, and the related notes to the financial statements, which collectively comprise the
Couniy's basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or errot.

Auditor's Responsibility

Our responsibility is fo express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Compirolier General of the United States, Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material missiatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the Counly's preparation and fair
presentation of the financial statements in order to design audii procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the County's iniernal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information
of Lamar County, Texas as of September 30, 2013, and the respective changes in financial position, for the
year then ended in accordance with accounting principles generally accepted in the United States of America.

5016 Mckinney Avgnue, Suite 100 Dailas, Texas 75205  Telephone: 214-559-0784  Facsimile: 214-623-5915
1711 Clarksville Street  Paris, Texas 75450  Telephone: 903-784-6700  Facsimile: 903-784-6934
www.mainerymeneal.com ’



Emphasis of Maiter
Change in Accounting Principle

As described in Nots A 1o the financial statemenis, in 2013, Lamar County, Texas adopted new accounfing
guidance, Government Accounting Standards Board Statement No. 63, Financial Reporting
of Deferred Qutfiows of Resources, Deferred Inflows of Resources, and Net Position. Our opinion is

not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis, budgetary comparison information and schedule of funding progress for OPEB
beneiits identified as Required Supplementary Infermation in the table of contents be presented to supplement
the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it 1o be an essential parf of
financial reporiing for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures fo ihe Required Supplementary Information in
accordance with audiling standards generally accepted in the United States of America, which consisted of
inguiries of management about the methods of preparing the information and comparing the information for
consistency with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Reporiing Required by Government Auditing Standards

In accordance with Governmeni Auditing Standards, we have also issued our report dated February 28,
2015 on our consideration of Lamar County, Texas's internal control over financial reporting and on our fests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the resuits of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Audifing Standards in considering Lamar County, Texas's Internal conirol over financial
reporting and compliance.

Waln Ofuga T e 0 & ng

Certified Public Accountants
May 26, 2015
Paris, Texas



MANAGEMENT'S DISCUSSION AND ANALYSIS

This section of Lamar County’s annual financial report presents our discussion and analysis of the County’s financial
performance during the fiscal year ended September 30, 2013. Please read it in conjunction with the County’s
financial statements, which follow this section.

FINANCIAL HIGHLIGHTS
@ The County’s fofal combined Net Position were $33,664,611 at September 30, 2013,

e During the year, the County’s expenses were $1,176,285 more than the $19,519,984 generated in taxes and
other revenues for governmental activities.

e  The totat cost of the County’s programs was 1.7% higher from last year.

e The unassigned fund balance of the general fund was $6,929,671, or 56% of total general fund expenditures,
which is about the same as last year. ’

OVERVIEW CF THE FINANCIAL STATEMENTS

This annual report consists of three parts—management’s discussion and
analysis (this section), the basic financial statemenfs, and required
supplementary information. The basic financial statements include two
kinds of statements that present different views of the County:

Figure A-1F, Required Components of the
County’s Annual Financial Report

e The first two statements are govemment-wide financial statements H —
that provide both longHfenm and shori-term information about the
County's overall financial status. Management's Basic Required
Disesoion Financial S‘;sf?:f:;?::w
s The remaining statements are fund financial statements that focus and Statements
on individual parfs of the government, reporting the County's Aualyeis
operations in more detail than the government-wide statements.
® The govemmental funds staiements tell how general government g T
services were financed in the shorf ferm as well as what remains for .-~ Tl
future spending. . =
® Propriefary fund statements offer short- and long-ferm financial '
informafion about the activities the government operates fike || aovemment-wide Fund Hated
businesses. Financial Financial ta the
Statements Statements ? s
o Fiduciary fund statements provide information about the financial Statements
relationships in which the County acts solely as a frusfee or agent
for the benefit of others, to whom the resources in question belong.

The financial statements also include notes that explain some of the

information in the financial statements and provide more detailed data. The Summary <:> Detaif
statements are followed by a section of required supplementary information

that further explains and supports the information in the financial statements. Figure A-1 shows how the required
parts of this annual report are arranged and related to one another.



Figure A-2 summarizes the major
features of the County's financial
statements, including the portion of
the Counfy government they cover
and the types of information they
contain.  The remainder of this
overview section of management's
discussion and analysis explains the
structure and contents of each of the
statements.

Government-wide Statements

The governmeni-wide statements
report information about the County
as a whole using accounting
methods similar to those used by
private-sector companies. The
statement of Net Position includes ali
of the government's assets and
liabilities. ANl of the current year's
revenues and expenses are
accounted for in the statement of
activities regardless of when cash is
received or paid.

Figure A-2, Major Features of the Connty's Government-wide and Fund Financial Statements

Fund Statements

Dype of Statements

Governmeni-wide

Governmental Fuads

Scope

Entire Agency’s government
{except Diduciary fimds)

The activities of the county
that are not proprictary or

and the Agency's component ;fiduciary

units

Agtivities the county
operates similar 1o private
businesses: self insurance

Istances in which the
county is the trustee or
agent for someone else's

TESOUrCes

Accounting basis
and meastrement
focns

i
i

Acenyal accounting and

1 .
{economic reSOUTGES focus

Tvpe of
irflow/ouflee
information

All revenues and
expenses during year,
regardless of when ash
is received or paid

i
i
L
I
]
H

Modified accrual
acccunting and current
financial resources focus

Revenues for which cash
1s received during or soon
after the end of the year;
expenditures when goods
or services have been
received and payment is
due during the vear or
soan thereafter

! Accrual accounting and

jeconomic resources facus
I

1 Accrual accounting and

1 .
{economic resources focus
i

All revenues and expenses
during year, regardless of
when cash is received or
paid

1Al revenues an
iexpmses during year,
jregandless of when cash
1is received or paid

The two government-wide statemenis report the County’s Net Position and how they have changed. Net Position—
fhe difference between the County's assets and liabilities—is one way to measure the County’s financial health or

position.

e Over time, increases or decreases in the County's Net Position are an indicator of whether its financial health
is improving or deteriorating, respectively.

& To assess the overall health of the County, one needs to consider additional nonfinancial factors such as
changes in the County’s tax base

The government-wide financial statements of the County include the Govemmental acfivifies. Most of the County’s
basic services are included here, such as general government, public safety, legal, public fransportation, culture and
recreation, and interest on long-term debt. Property taxes and grants finance most of these activities.

Fund Financial Statements

The fund financial statements provide more detailed information about the County’s most significant funds—not the
County as a whole. Funds are accounting devices that the County uses o keep frack of specific sources of funding

and spending for pariicular purposes.

&  Some funds are required by State law and by bond covenants.

e The Commissioners Court establishes other funds to control and manage money for particular purposes or to
show that it is properly using certain taxes and grants.

The County has the following kinds of funds:

s Govemmental funds—Most of the County's basic services are included in governmental funds, which focus on
(1) how cash and ofther financial assets that can readily be converted fo cash flow in and out and (2) the
balances left at year-end that are available for spending. Consequently, the governmental fund statements
provide a detailed short-ferm view that helps you determine whether there are more or fewer financial
resources that can be spent in the near future fo finance the County’s programs. Because this information
does not encompass the additional long-term focus of the government-wide statements, we provide additional
information at the bottom of the governmental funds statement, or on the subsequent page, that explain the
relationship (or differences) between them.



® Proprietary funds—Services for which the County charges customers a fee are generally reported in
proprietary funds. Proprietary funds, like the government-wide statements, provide both long-term and short-
term financial information.

o We use infernal service funds to report activities that provide supplies and services for the County's other
programs and activities..

e Fiduciary funds—The County is the trustee, or fidicfary, for certain funds. 1t is also responsibie for other
assets that—because of a trust arrangemeni—can be used only for the trust beneficiaries. The County is
responsible for ensuring that the assets reported In these funds are used for their intended purposes. All of
the County’s fiduciary activities are reported in a separate statement of fiduciary Net Position and a statement
of changes in fiduciary Net Position. We exclude these activities from the County’s government-wide financial
statements because the County cannot use these assets to finance its operations.

FINANCIAL ANALYSIS OF THE COUNTY AS AWHOLE

Net Position. The County's combined Net Position were $35,222,713 at September 30, 2013. (See Table A-1).
Table A-1
County's Net Position

Governmental
Activities
2013 2012
Assels:
Cash and cash eauivalenis $12.662.715 $10.727.214
Investments 36.551 36.522
Receivables (net of allowances for uncollectibles):
Interest 11.345 20,034
Taxes 1.095.043 1,024,094
Accounts 1.886.013 3.562,397
Due from other acvernments 507.565 605.125
Inveniories 193,472 133.821
Canpital assets (net, where applicable. of accumulated depreciation) 25,205,817 25.682.731
Bond Issuance Cost (net, of accumulated amortization} 128.454 145,543
Total Assets and Other Debits 41,726,975 41,937,481
Liabilities:
Accounts pavable and Accrued expenditures 1.047 866 542 661
Due to Other Funds - 37.690
Noncurrent Liabilities:
Due Within One Year 331,396 512.719
Due in More than One Year 6.282.,061 6.195477
Compensated Absences Pavable 224,619 -
Unamortized Premium on Bonds 176.422 194 316
Total Liabilities 8,062,364 7.482.863
Net Position:
Invested in Capital Assets, Net of Related Debt 21.728.949 23.406.675
Restricted For:
Federal and State Programs 186,479 307.589
Debt Service 129,762 73.850
Carpital Projects 1.346.481 1,309,541
Indioent Care 211372 113.240
Road & Bridae - 730,686
Records Management 486,998 391.050
Judicial 189.041 186.346
Other Purmoses 233.013 210,722
Unrestricted 9.152.509 8724 919
Total Net Position $33,664,611 $34,454,618

Approximately 3% of the County's restricted Net Position represent debt service funds. These funds, when spent, are
restricted for the payment of Ceriificate of Obligation, Series 1999, 2011 & 2012 debt. The $8,766,230 of unrestricted
net asset represents resources available fo fund the programs of the County next year.



Changes in Net Position. The County's ictal revenues were $19,519,984. A significant portion, 62%, of the County’s
revenue comes from property taxes. (See Figure A-3.) 14% comes from charges for services, 15% came from sales tax and
4% from operating grants.

The fotal cost of all programs and services was $18,751,888; 31% of
these costs are for law enforcement services.

Proparty Toses

Governmental Activities 6%

@ Property tax rales increased by 5% and valuations increased
nearly 1 percent. The increase in values enabled an increase
of tax revenues to $12,194,166.

e The County sold capital bonds of $2,500,000 in 2003. These
bonds were authorized for use to the courthouse restoration
project. They were refunded in 2012 and gave the county a
total interest savings of $174,302. This project was completed
during the fiscal year 2006. Bonds were also issued in 2011
for $2,000,000 fowards capital projects performed on several
county buildings.

Table A-2
Changes in County's Net Position
Governmental
Activities
2013 2012
Revenues:
Program Revenues:

Charaes for Services $2.631,128 $2.508.095

Operating Grants and Coniributfions 840.004 984,179
General Revenues:

Taxes 15,209,666 14,048,724

Grants and Contributions not Restricted to Specific Proaram 659,374 1,391,174

Unrestricted Investment Earninas 106.125 116,652

Gain on Sale of Non-Capitalized Equipment 32,178 16,100

Miscellaneous 42.509 127 542
Total Revenues 19,519,984 19,191,466
Program Expenses:

General Administration 2487478 2,750,648

Financial Administration 1,018.071 933.530

Judicial 1,649,249 1.585.442

Leqgal 1.001.903 1.074.322

Public Safety 5,844,402 5,887,156

Emergency Mat. 23.835 -

Public Welfare 2,228,299 2.009.500

Public Transportation 3.378.885 3.700.312

Conservation and Agriculture 106,652 04,242

Public Facilities 860,523 880,684

Interest on Long-Term Debt 152 591 186.468
Total Expenses 18,751,888 19,121,304
Special and Extraordinary ltems:

Special ltem Cutflow (1,558,102} -
Change in Net Position {790,008} 70,162
Net Position, October 1 34,454 617 34,384,456
Net Position, September 30 $33,664,611 $34,454 618




Table A-3 presents the cost of each of the County’s largest functions as well as each function’s net cost (total cost
less fees generated by the activities and intergovernmental aid). The net cost reflects what was funded by state
reventes as well as local tax dollars.

e The cost of all governmental activities this year was $18,751.888.

e However, the amount that our taxpayers paid for these activities through property taxes was only
$12,194,166.

Some of the cost was paid by those who directly benefited from the programs $2,631,128, or
By grants and contributions $840,004.

Table A-3
Net Cost of Selected County Functions
Total Cost of Net Cost of
Services Services
2013 012 2013 2012
General administration 2487 478 2,750,648 {2,043,475) (2,028,429)
Public safety 5,844 402 5,887,156 (5.256,367) (5,760,254)
Public welfare 2,228,299 2,009,500 (2,160,604) (1,615,213)
Public transportaticn 3,378,895 3,700,312 (2,255,775) (2,580,617)
Total of Selected Functions 13,930,074 14,347 616 (11,718,721) (11,984.513)

FINANCIAL ANALYSIS OF GOVERNMENTAL FUNDS
Lamar County uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements.

Governmental Funds. The general governmental funds are reported in the General, Special Revenue, Debt
Service, and Capital Project funds. The focus of Lamar County's governmental funds is to provide information on a
near-term inflows, outflows, and balances of spendable resources. Such information is useful in assessing Lamar
County's annual financing and budgeting requirements. In particular, unassigned fund balances may serve as a
useful measure of the County’s net resources available for spending at the end of the fiscal year.

Key factors that enable the County to maintain a stable level of fund balance are as follows:

«  Total revenues for property taxes, increased over prior year amounts by $670,333. The increase was due to
an increase in the tax rate. Fees, fines, and miscellaneous revenues were unchanged as demand for
services remained stable. Intergovernmental revenues decreased by $652,094 due to the county receiving
less homeland security funds and other one-time grants.

s Expenditures in governmental funds decreased $550,174 (3%) from prior year totals. The primary area of
decreased expenditures was in general administration.

General Fund. The general fund is the chief operating fund of Lamar County. At the end of the current fiscal year,
unassigned fund balance of the general fund was $6,929,671, while total fund balance reached $8,905,399. As a
measure of the general fund's liquidity, it may be useful to compare both unassigned fund balance and total fund
balance to total fund expenditures. Unassigned fund balance represents 56% of total general fund expenditures and
total fund balance represents 71% of the same amount. The County has adopted a policy of maintaining a minimum
fund balance to be used for unanticipated needs. A Fund Balance Policy adopted by the Commissioner's Court in
2011 states that the minimum level shall be approximately 25% of budgeted expenditures. The County considers a
halance of less than 20% as a cause of concern and an unassigned fund balance of more than 35% as surplus for
one-time expenditures that are nonrecurring in nature, capital projects, and/or to reduce the tax levy requirements.

The fund balance of Lamar County’s general fund has increased by $958,410 during the current fiscal year. The
County's property and sales tax growth was one of the main factors behind the net increased revenues compared to
the prior year. In addition, expenditures showed a significant decrease from budgeted amounts. Conservative
spending across many departments, including public safety and welfare, resulted in lower than budgeted operational
costs.

Road and Bridge Fund. The Road and Bridge fund balance totaled $1,238,057, an increase of $584,860. The main
factor is the increase in tax revenues by $221,094 and the decrease in operating expenditures.



Debt Service Fund. The debt service fund has a total fund balance of $33,510, an increase of $6,888 from the prior
year. L.amar County elected not to use the restricted fund balance toward the debt payment for the current year.

General Fund Budgetary Highlights

Over the course of the year, the County revised iis budget one time, due to the receipt of unexpected revenues.
Differences between original budget and the final amended budget in the general fund were minimal (a $60,000
increase in appropriations), and were primarily for the following:

e Renewal of inmate phone contract.

Even with these adjustments, actual expenditures were $821,220 below final budget amounts. The most significant
positive variance resulted from operating costs in public safety. Personnel cost were down in criminal detention due
to high turnover rate, along with a lower jail population resulting in favorable jail costs. Also, the sheriff's department
personnel costs decreased from the prior period.

On the other hand, resources available were $845,213 above the final budgeted amount. As noted earlier:

e Sales tax revenues increased above budgeted amounts due fo a rise in collections and the conservative
approach the County uses to estimate revenue.
s Fees of office revenue increased due to a rise in fees from the tax collector-assessor office and the courts.

CAPITAL ASSETS AND BEBT ADMINISTRATION

Capital Assets

Af the end of 2013, the County had invested $50,971,408 in a broad range of capital assets, including land,
equipment, buildings, vehicles, and infrastructure (See Table A-4). This amount represents a net increase (including
additions and deductions) of $740,388 or 1.5 percent from last year. This was mainly due to new equipment.

Table A-4
County's Capital Assets

Governmental
Activities
2013 2012
Land $ 732,602 $ 721,555
Buildings and improvements 20,919,532 20,840,402
Vehicles and equipment 8,640,254 7,880,043
Infrastructure 20,679,020 20,679,020
Totals at historical cost 50,971,408 50,231,020
Total accumulated depreciaticn (25,765,591) (24,548,289
Net capital assets $ 25 206,817 325,682,731

The County’s fiscal year 2013-14 capital budget projects spending $1,200,827 for capital projects, principally to
replace the HVAC system at the jail and restoration work in county buildings, along with the purchase of a new
computer system and additional equipment for the county precincts. Also, the County will use monies to fund a right
of way project. More detailed information about the County's capital assets is presented in Note D of the notes to the
financial statements.



Bond Ratings

Long Term Debt
The County’s bonds

At year-end the County had $4,574,918 in bonds and notes ouistanding as shown in presently carry an“Aa3”
Table A-5. More detailed information about the County’s debt is presented in Note F in rating with Moody’s
the notes to the financial statements. Tnvestor Services.

Table A-5
County’s Long Term Debt

Governmental
Activities
2013 2012
Bonds payable $ 4195300 $ 4,487,496
Capital lease payable 155,000 26,445
Compensated absences 224,618 184,079
Total long-termn debt 3 4574919 § 4,708,020

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

e  Appraised value used for the 2013-14 budget preparation is up $111,141,281 million, or 4%.

@ (General operating fund spending increases in the 2012-13 budget from $11,955,380 to $12,459,368. Thisisa
.5% increase.

These indicators were taken into account when adopting the general fund budget for 2013-14. During the current
fiscal year, unassigned fund balance in the general fund increased to $6,929,671. Lamar Couniy appropriated
$437,613 of this amount for spending in the 2013-14 fiscal year budget. The County wili use this balance to fund the
rising costs in the general fund.

In the general fund, expenditures are budgeted io rise 2% to $13,522,972 million. The increase is primarily due to
increased operating costs and equipment. Employees received a $1,750 pay raise for the 2013-14 fiscal year.

If these estimates are realized, the County’s budgetary general fund balance is expected to see a decrease by the
close of 2014.

CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors with a
general overview of the County’s finances and to demonstrate the County’s accountability for the money it receives.
If you have questions about this report or need additional financial information, contact the Lamar County Auditor's

Office.
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EXHIBIT A~

LAMAR COUNTY, TEXAS
STATEMENT OF NET POSITION
SEPTEMBER 30, 2013
Governmental
Activiies
ASSETS
Assets:
Cash and cash equivalenis $ 12,662,715
Investments 36,551
Receivables ( net of allowances for uncollectibles):
interest 11,345
Taxes 1,095,043
Accounts 1,886,013
Due from other govemments ] 507,565
Inventories 193,472
Capital assets ( net, where appficable, of accumulated depreciation)
Land 732,602
Buildings 11,233,060
Equipment 2,947,509
Infrastructure - Roads and Bridges 10,292,646
Bond Issuance Cost (net, of accumulated amortization) 128,454
Total Assets 41,726,975
LIABILITIES
Liabilities:
Accounts payable & Accrued expendilures 1,047,866
Noncurrent Liabilities:
Due Within One Year 331,396
Due in More than One Year 6,282,061
Compensated Absences Payable 224619
Unamortized Premium on Bonds 176,422
Total Liabilittes 8,062,364
NET POSITION:
Net Invesiment in Capital Assets 21,728,949
Restricted For:
Federal and State Programs 186,479
Debt Service 129,762
Capital Projects 1,346,481
Indigent Care 211,379
Records Management 486,998
Judicial 189,041
Other Purposes 233,013
Unrestricted 9,152,509
Total Net Position $ 33,664,611

The accompanying notes are an integral part of this statement.

10



EXHIBIT A-2

LAMAR COUNTY, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2013

Net (Expense)
Revenue and

Changes in
Program Revenues Net Position
Cperating
Charges for Grants and Governmental
Functions/Programs Expenses Setvices Contribuiions Aclivities
Functions/Program Activities
Governmental Activities:
General Administration $ 2,487,478 § 434,003 % 10,000 L (2,043,475)
Financial Administration 1,018,071 525,443 - (492,628)
Judicial 1,649,249 479,206 90,676 (1,079,367)
Legal 1,001,903 56,847 82,973 (862,083)
Public Safety 5,844,402 102,418 485,117 (5,256,867}
Emergency Managemeni 23,835 - - (23,835)
Pubiic Welfare 2,228,299 -- 67,695 (2,160,604)
Public Transportation 3,378,885 1,033,211 89,899 (2,255,775)
Conservation and Agriculture 106,652 - - (106,652)
Public Facilities 860,523 -- 13,644 (846,879)
Interest on Long-Term Debi 152,591 -- -- (152,591)
Total Primary Government $ 18,751,888 $_ 2631,128 $ 840,004 (15,280,756)
General Revenues:
Taxes
Property Taxes 12,194,166
Sales Taxes 3,015,500
Grants and Contributions Not Restricled fo Specific Programs 659,374
Unrestricted Investment Earnings 105,125
Gain on Sale of Non-Capitalized Equipmemnt 32178
Miscellaneous 42 509
Special and Extraordinary liems:
Special Item Cutflow (1,558,102) -
Total General Revenues 14,490,750
Change in Net Assets {790,008}
Net Assets - Beginning 34,454,617
Net Assets - Ending $ 33,664,611

The accompanying notes are an integral part of this statement.
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LAMAR COUNTY, TEXAS
BALANGE SHEET - GOVERNMENTAL FUNDS
SEPTEMBER 30, 2013

ASSETS

Assets:
Cash and cash equivalents
Investments . )
Receivables ( net of allowances for uncollsciibles):
interest
Taxes
Accounts
Due from other governmenis
Inventories
Total Asseis

LIABILITIES AND FUND BALANCES

Liahilites:
Accounis Payable & Accrued Expenditures
Unearmed Revenue

Total Liabiliies

Fund Balances:
Nenspendable Fund Balances:
Inventories
Restricted Fund Balances:
Federal/State Funds Grant Restrictions
Other Restrictions of Fund Balance
Committed Fund Balance:
OFPEB Obligations
Unassigned
Total Fund Balances

Total Liabilities and Fund Balances

General
Fund

$ 8,575,576
32,633

2 0AR

O,oTd

763,062
1,150,638
453,709

$ 16,984,563

3 217,766
1,861,398

2,079,164

1,975,728
6,929,671

8,905,399

§ 10,984,563

$

3 2,252,011

$

1,013,854

1,238,057

$

Road &
Bridge
Fund

1,146,063
868

2,400
188,706
730,416

183,558

98,559
915,395

1,238,057

2,252,011




Indigent
Health
Care

756,202
68

846,379

544,890
90,110

635,000

211,379

211,379

846,379

Cther
Governmental
Funds

3 2,184,874
2,982

53,166
4,958
53,856
9,914

$ 2,309,751

$ 182,060
53,167
235,227

9,914

185,852
1,878,758

2,074,524

L 2,309,751
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EXHIBIT A-3

Total
Governmental
Funds

12,662,715
36,551

11,345
1,095,043
1,886,013

507,565
193,472

16,392,704

1,043,275
2,920,070

3,963,345

9,914

185,852
3,328,194

1,975,728
6,929,671

12,429,359

16,392,704




EXHIBIT A-4

LAMAR COUNTY, TEXAS

RECONCHLIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION

SEPTEMBER 30, 2013

Total fund balances - governmental funds balance sheet $ 12,429,359

Amounts reported for governmental activities in the Statement of Net Position
are different because:

Capital assets used in governmental activifies are not reported in the funds. 25,205,817
Property taxes receivable unavailable to pay for cunent period expenditures are deferred in the funds. 1,085,044
Payables for bond principal which are not due in the current petiod are not reported in the funds. {4,195,300)
Payables for capital leases which are not due in the current period are not reported in the funds. (155,000)
Payables for bond interest which are not due in the current period are not reported in the funds. (4,591)
Payables for compensated absences which are not due in the current period are not reported in the funds. (224,619}
Accumulated accretion on capital appreciation bonds. (287,429)
Accrued OPEB (Other Post Employment Benefit) obligations are not due and payable in the current period

are not reported in the funds. (1,975,728}
Fines receivable are not available o pay for current peried expenditures and are deferred in the funds. 1,825,026
Bond issue costs are reporied as expenditures in governmental funds but are capitalized and amortized

over the life of the bonds in the SNP. - 128,454
Unamortiized premium on bonds, not reported in the SNP. (176,422}

Net position of governmental activities - Statement of Net Position $ 33,664,611

The accompanying notes are an inlegral part of this statement.
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LAMAR COUNTY, TEXAS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2013

Road &
General Bridge
_ Fund Fund
Revenue: .
Properly Taxes $ 8,446,662 3 2,088,860
Other Taxes 3,015,500 ' - :
Intergovernmental Receipls 329,528 49,984
Fees of Office 1,170,613 903,524
Fines 284,380 129,687
Interest 94,297 4,372
Miscellaneous 247,303 11,058
Total revenues 13,568,684 3,187,485
Expenditures:
Current:
General Administration 1,825,839 -
Financial Adminisiration 967,570 -
Judicial 1,533,372 -
Legal 822,610 -
Public Safety 5,237,827 -
~ Public Welfare - 1,288,471 -
Public Transporiation - 2,794,987
Conservation and Agriculiure 100,707 -~
Public Faciliies 649,337 -
Emergency Management 23,835 -
Principal - -
Interest and fees -
Total expenditures 12,459,368 2,794,987
Excess {deficiency) of revenues (under} expenditures 1,109,316 392,498
Other financing sources (Uses):
Transfers in - - :
Transfars oul {150,906) -
Proceeds from Sales of Capilal Assels - 37,362
Proceeds from Capital leases - 155,000
Total other financing sources (Uses) (150,208) 192,362
Net change in fund balances 958,410 584,860
Fund balances/equity, October 1 7,946,989 653,197
Fund balances/equity, September 80 $ 8,905,399 $ 1,238,057

The accompanying notes are an integral part of this statement.




EXHIBIT A-5

Indigeni Other Total
Health Governmental Governmental
Care Funds Funds

$ 897,482 $ 590,214 $ 12,123,218

- - 3,015,500

24,541 609,797 1,014,251

- 276,071 2,350,208
-- - 394,067

- 6,456 105,125

- 264,566 522,927
1,022,023 1,747,104 19,525,296
- 930,715 2,756,654

- - 967,570

- 66,429 1,599,801

- 149,131 971,741
- 422 333 5,659,960
923,883 - 2,222 354

- 39,915 2,834,902
- - 100,707
- - 649,337
- - 23,835

- 292,194 292,194
- 260,738 260,738
923,883 2,161,455 18,339,693
98,140 {414,351) 1,185,603

- 150,906 150,908
-~ - (150,906}
- - 37,362
- - 155,000
- 150,906 192,362
98,140 (263,445) 1,377,965
113,239 2,337,969 11,051,394

% 211,379 $ 2,074,524 L 12,429,359
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EXHIBIT A-6

LAMAR COUNTY, TEXAS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2013

Net change in fund balances - total governmenial funds $ 1,377,965

Amounts reported for governmental activifies in the Statement of Activities
{"SOA"} are different because: '

Capital outlays are not reporied as expenses in the SOA. 858,785
The depreciation of capital assets used in governmental activities is not reported in the funds. {(1,292,715)
The gain or loss on the sale of capital assets is not reported in the funds. (5,184)
All proceeds from the sale of capital assets are reported in the funds but not in the SOA. (37,800)
Gertain property tax revenues are deferred in the funds. This is the change in these amounis this year. 70,948
Deferred fine revenues in the SOA not providing current financial resources are not reported as revenues
in the funds. (1,628,740}
Repayment of bond principal is an expenditure in the funds but is not an expense in the SOA. 292,196
Repayment of capital lease principal is an expenditure in the funds but is not an expense in the SOA. 26,445
Bond issuance cosis and similar items are amortized in the SOA but not in the funds. (17,090)
The accretion of interest on capital appreciation bonds is not reported in the funds. 129,425
(Increase) decrease in accrued interest from beginning of period to end of pariod. (4,191}
Compensated absences are reported as the amount eamned in the SOA but as the amount paid in the funds. (30,540}
Special termination benefits are reported as the amount earned in the SOA but as the amount paid in the funds {374,510)
Proceeds of leases do not provide ravenue in the SOA, but are reported as current resources in the funds. {155,000)
Change in net position of governmental activities - Statement of Activities $ (790,006}

The accompanying notes are an integral part of this statement.
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EXHIBIT A-7

LAMAR COUNTY, TEXAS
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS
SEPTEMBER 30, 2013
Agency
Funds
ASSETS
Assets:
Cash and cash equivalents $ 1,814,323
Total Assets % 1,814,323
LIABILITIES
Liabifities:
Accounts payable & Accrued expendifures $ 128,757
Due to Other Agencies 279,999
Due to Beneficiaries 1,405,567
Total Liabilities 3 1,814,323

The accompanying notas are an integral pari of this statement.
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LAMAR COUNTY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

A

ignificant A nting Policies

The combined financial statements of Lamar Couniy, Texas (the "County”) have been prepared in conformity with
accounting principles applicable 1o governmental units which are gensrally accepted in the United Siates of
America. The Governmenial Accounting Standards Board ({"GASB") is the accepted standard sefting body for
establishing governmental accounting and financial reporting ptinciples.

1.

Reporiing Entity

The County's basic financial statements include the accounts of all its operations. The County evaluated
whether any other eniity should be included in these financial statements. The criteria for including
crganizations as component units within the County's reporfing entity, as set forth in GASB Statement No. 14,
"The Financial Reporting Entity," include whether: '

the organization is legally separate (can sue and be sued in its nams}

the Ceunty holds the corporate powers of the organization

- the Gounty appoints a voting majority of the organization's board

- the County is able to impose its will on the organization

- the crganization has the potential to impose a financial benefittburden on the Gounty

- there is fiscal dependency by the organization on the County

- the exclusion of the organization would result in misleading or incomplete financial statements

The County also evaluated each legally separate, tax-exempt organization whose rescurces are used principally
to provide support to the Couniy to determine if its omission from the reporting entity would result in financial
statements which are misleading or incomplete. GASB Statement No. 14 requires inclusion of such an
organization as a compenent unit when: 1) The economic resources received or held by the organizalion are
entirely or almost entirely for the direci benefit of the County, its component units or its constifuents; and 2) The
County or its component units is entitled to, or has the ability to otherwise access, a majority of the economic
resources received or held by the organization; and 3) Such ecenomic resources are significant to the County.

Based on these criteria, the Couniy has one component units. Additionally, the County is not a component unit of
any other reporting entity as defined by the GASB Statement.

Certain significant governmental and other entities providing services within the County are administered by
separate boards or commissioners, are not financially accountable to the Commissioners' GCourt, and are
responsible for their own fiscal matters. Consequently, financial information for the
following entities is not included within the scope of these financiat statements:

Paris Junior Gollege City of Paris, Texas

Paris Independent School Disfrict City of Deport, Texas

Prairiland Independent School District City of Reno, Texas

Roxton Independent School District City of Blossom, Texas

North Lamar Independent School Distirict Lamar County Appraisal District

Chisum Independent School District City of Roxton, Texas

Basis of Presentation, Basis of Accounting

a. Basis of Presentation
Government-wide Statements: The statement of net position and the statement of activiies include the
financial acliviies of the overall government, except for fiduciaty aciivities. Eliminations been made to
minimize ihe doublecouniing of internal activiies. Govemmental activities gensrally are financed

through taxes, intergovernmental revenues, and other nonexchange transactions.

The statement of acilviies presents a comparison between direct expenses and program revenues for
each function of the County's governmental activities. Direct expenses are those that are specifically
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LAMAR COUNTY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

associated with a program or function and, therefore, are clearly identifiable to a particular function. The
County does not allocate indirect expenses in the statement of activities. Program revenues include {a)
fees, fines, and charges paid by the recipients of goods or services offered by the programs and (b) grants
and contributions that are restricted to meeting the operational or capital requiremenis of a pardicular
program. Revenues that are not classified as program revenues, including all taxes, are presented as
general revenues.

Fund Financial Siatements: The fund financial statements provide information about the County's funds,
with separaie statements presented for each fund category. The emphasis of fund financial statements is
on major governmental funds, each displayed in a separaie column. All remaining governmental funds
are aggregated and reported as nonmajor funds. The County reporis the following governmental funds.

General Fund- This is the County's primary operating fund. It accounts for all financial resources of the
County except those required to be accounted for in another fund.

Special Revenue Funds- to account for the proceeds of specific revenue scurces {other than trusts for
individual, private organizaiions, or other governmenis or for major capital projects) that are legally
restricted to expenditure for specified purposes.

Capital Projects Funds- to account for financial resources to be used for the acquisition or construction of
major capiial facilities {other than those financed by proprietary funds or in frust funds for individuals other
ihan governmenis).

Debt Service Funds- to account for the accumulation of resources for, and the payment of, general
long-term debt principal and interest.

The County reports the following major governmental funds:

General Fund. This is the County's primary operating fund. It accounts for all financial resources of the
County except those required to be accounted for in another fund.

Road and Bridge Fund- This fund is used to account for menies designated for use in road and bridge
work of the County. Primary sources of revenues for this special revenue fund included ad valorem
taxes, auiomobile registration fees, County and District couri fines, and state allotmenis of road funds.
Revenues are used for public transportation maintenance and consfruction purposes.

Indigent Health Care-Special Revenue Fund--

This is a state mandated fund that requires Lamar County to budget 8% of all its tax revenues for the purpose of
medical care expenses of persons found 1o be indigent. Gudielines for indigence are based on state requirements
simitar to other welfare guidelings. These funds are restricted in use.

In addition, the County reporis the following fund types:
Agency Funds: These funds are used to report student activity funds and other resources held in a purely cusiodial
capacity (assets equal liabilifies). Agency funds typically involve only the receipt, temporary invesiment, and
remittance of fiduciary resources to individuals, private organizations, or other govermments.
Fiduciary funds are reported in the fiduciary fund financial statements. However, because their assets are held in
a frustee or agent capacity and are therefore not available to support Counly programs, these funds are not
included in the government-wide stalements.

b. - Measurement Focus, Basis of Accounting
Government-wide and Fiduciary Fund Financial Statements: These financial statemenis are reported

using the ecconomic resources measuremeni focus. They are reported using the accrual basis of
accounting. Revenues are recorded when earned and expenses are recorded at the time [liabilities are
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LAMAR COUNTY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

incurred, regardless of when the relaied cash flows take place. Nonexchange transactions, in which the
County gives (or receives} value without direcily receiving (or giving) egual value in exchange, include
property taxes, grants, entitlements, and donations. On an accrual basis, revenue from property taxes is
recognized in the fiscal year for which the taxes are levied. Revenue from grants, entitlements, and
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied.

Governmental Fund Financial Statements: Governmental funds are reported using the current financial
resources measurement focus and the modified accrual basis of accouniing. Under this method, revenues
are recognized when measurable and available. The County does not consider revenues collected after
its year-end to be available in the cument period. Revenues from local sources consist primarily of
property taxes. Property tax revenues and revenues received from the State are recognized under the
susceptible-to-accrual concept. Miscellaneous revenues are recorded as revenue when received in cash
because they are generally not measurable uniil actually received. Investment earnings are recorded as
earned, since they are both measurable and available. Expendiiures are recorded when the related fund
liability is incurred, except for principal and interest on general long-term debt, claims and judgments,
and compensated absences, which are recognized as expenditures to the extent they have maiured.
General capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of
general long-term debt and acquisitions under capital leases are reporied as oiher financing sources.

When the County incurs an expenditure or expense for which both restricted and unrestricted resources may
be used, it is the County's policy to use restricted resources first, then unrestricted resources.

3. Financial Statement Amounis

a.

Property Taxes

Property taxes are levied by October 1 con the assessed value listed as of the prior January 1 for all real
and business perscnal property in conformify with Subtile E, Texas Property Tax Code. Taxes are due on
receipt of the tax bill and are delinquent if not paid before February 1 of the year following the year in
which imposed. On January 1 of each year, a tax lien attaches to property to secure the payment of all
taxes, penalties, and interest ultimately imposed. Property fax revenues are considered available
when they become due or past due and receivable within the current period.

Allowances for uncollactible tax receivables within the General and Debt Service Funds are based upon
nhistorical experience in collecting property taxes. Uncollectible personal property taxes are periodically
reviewed and written off, but the County is prohibited from writing off real propetty taxes without specific
statutory authority from ihe Texas Legislature.

Inventories

The County records purchases of supplies as expenditures, ufilizing ihe purchase method of
accounting for inventory.

Capital Assets

Purchased or constructed capital asseis are reported at cost or estimated historical cost. Donated fixed assets
are recorded at their estimated fair value at the date of the donation. The cost of normal maintenance and repairs
that do not add io the value of the asset or materially extend assets' lives are not capitalized. A capitafization
threshold of $5,000 is used.

Capital assets are being depreciated using the straight-line method over the following estimated useful lives:

Estimated
Asset Class Usefut Lives
Infrastructure 30
Buildings 50
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LAMAR COUNTY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

Building Improvements 20
Vehicles 2-15
Office Equipment 3-15
Computer Equipment 315
d. Receivable and Payable Balances
General Read and Other
Fund Bridge Fund Governmental Total
Interest $ 8,945 § 2400 % - $ 11,345
Deliguent Taxes Receivable 803,223 198,638 160,818 1,152,678
Less: Allowance for Uncollectibles (40,161) {9,932) (7,541) {57,634)
Net Delinquent Taxes Receivable 763,061 188,706 143,277 1,095,044
Fines Receivable 2,313,439 1,213,743 4,959 3,532,141
Less: Allowance for Uncollectibles (1,162,802) (483,327) - (1,646,129)
Net Fines Receivable 1,150,637 730,416 4,959 1,886,012
Net Total Receivables $ 1,922,643 § 921,522 § 148,235 § 2,992 401
e. Compensated Absences

General leave for the County includes both vacation and sick pay. General leave is based on an
employee's length of employment and is earned ratably during the span of employment. Upon
termination, employees are paid full value for any acctued general leave eamed not to exceed foriy
hours of vacation or forty hours of sick leave converted as set forth by personnel policy.

f. Interfund Activity

Interfund activity results from loans, services provided, reimbursements or transfers between funds. Loans are
reported as interfund receivables and payables as appropriate and are sukject io elimination upon consolidation.
Services provided, deemed 1o be at markst or near market rates, are freated as revenues and expenditures or
expenses. Reimbursements occur when one fund incurs a cost, charges the appropriate benefiting fund and
reduces its related cost as a reimbursement. All other interfund transactions are treated as transfers. Transfers In
and Transfers Out are netted and presented as a single "Transfers" line on the govemmeni-wide statement of
activities. Similarly, interfund receivables and payables are netted and presented as a single "Internal Balances”
line of the government-wide statement of net position.

d. Fund Balances - Governmental Fun

Fund balances of the governmental funds are classified as follows:
Nonspendable Fund Balance - represenis amounts that cannot be spent because they are either not in
spendable form {such as inventory or prepaid insurance} or legally required to remain intact (such as notes

receivable or principal of a permanent fund).

Restricted Fund Balance - represents amounts that are constrained by external parties, constitutional
provisions or enabling legislation.

. Restricied for Federal and Siate Programs $ 186,479
Restricted for Debt Service 129,762
Restricted for Capital Projecls 1,346,481
Restricted for Indigent Care 211,379
Restricted for Records Management 486,998
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

Restricted for Judicial 189,041
Restricted for Other Purposes 233,013
Total $ 1,120,431

Committed Fund Balance - represents amounts that can only be used for a specific purpose because of a
formal action by the County's Commissioners. Commitiad amounts cannot be used for any other purpose
unless the Commissioners removes those constraints by taking the same type of formal action. Committed
fund balance amounts may be used for other purposes with appropriate due process by the
Commissioners. Commitments are typically done through adoption and amendment of the budget.
Commiited fund balance amounis differ from restricted balances in that the constraints on their use do not
come from outside parties, constitutional provisions, or enabling [egislation.

Assigned Fund Balance - represents amounts which the County intends to use for a specific purpose, but
that do not meet the criteria to be classified as restricted or committed. Intent may be sipulated by the
Commissioners or by an official or body to which the Commissicners delegates the authority. Specific
amounts that are not restricted or committed in a special revenue, capital projects, debt service or
permanent fund are assigned for purposes in accotdance with the nature of their fund type or the fund's
primary purpose. Assignments within the general fund conveys that the intended use of those amounts is
for a specific purpose that is narrower than the general purposes of the County iiself.

Unassigned Fund Balance - represenits amounts which are unconstrained in that they may be spent for
any purpose. Cnly the general fund reporis a positive unassigned fund bafance. Other governmental
funds might report a negative balance in this classification because of overspending for specific purposes
for which amounis had been resiricted, commiited or assigned.

When an expenditure is incurred for a purpose for which both resticted and unrestricted fund balance is
available, the County considers restricted funds to have been spent first. When an expenditure is incurred
for which committed, assigned, or unassigned fund balances are available, the County considers amounts
0 have been spent first out of committed funds, then assigned funds, and finally unassigned funds.

Minimum Fund Balance: Lamar County generally aims to maintain the following minimum fund balances:

General fund's unassigned fund balance of approximately twenty-five percent {25%) of budgsted
expenditures for the fiscal vear, to be used for unanticipated needs. The county considers a balance of
less than twenty percent (20%) to be a cause of concern, baring unusual or deliberated
circumstances. An unassigned fund balance of more than thirty-five percent {35%) will be considered
as surplus for one-time expenditures that are nonrecurring in nature, capital projects, and/or to reduce the
tax levy requirements

Road and Bridge Fund: A f{und balance between five (5%) to ten percent (10%) of budgeted
expenditures to meet sufficient cash flow needs.

Debt Service Fund: A fund balance of no more than ten percent (10%) of the current period payments.

Replenishment of Minimum Fund Balance: At the completion of any fiscal year in which the fund
balance is less than the minimum established by fund balance policy, the Commissioners' Court will
establish a plan to restore this balance to the iarget level within a specified period of time. When
developing this plan, the following items should be considered in establishing the appropriate time
horizon:

The budgetary reasons behind the fund balance targeis
Recovery from an extreme event

Financial planning time horizon

Long-term forecasts and economic conditions
Milestones for gradual replacement

External financing options
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LAMAR COUNTY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

Implementation and Review: Upon adoption of this policy the Commissioner Couri auihorizes the County
Auditor to establish standards and procedures which may be necessary for its implementation. The
County Auditer shall review this policy at least annevaly and make any recommendations for change io
the Gommissioners Courl.

h. Use of Estimates
The preparation of financial statements in conformity with GAAP requires the use of managemenf's estimates.

i. Debt Related Intangibles
Bond issuance cost are amortized in the goverment-wide financials over the life of the related bond using
the straight line method. Premiums and discounts are amortized over the life of the related bond using
the interest method or the siraight line method if the siraight line methed dees not materially differ from
the interest method.

Encumbrance Accounting

Encumbrances for goods or purchased services are documented by purchase orders or coniracts. Under Texas

law, appropriations lapse at September 30, and encumbrances outsitanding at thai time are to be either
canceled or appropriately provided for in the subsequent year's budget.

B. Compliance and Accountabiity

1.

Finance-Related Legal and Contractual Provisions

In accordance with GASB Siatemsni No. 38, "Ceriain Financial Statement Note Disclosures,” violations of finance-
related legal and contractual provisions, if any, are reporied below, along with actions taken te address such violations:

Violation Action Taken

In the Estray & Jury fund the budget

was exceeded in the Judicial category

by $367. Noted appropriately

In the State Aid Grant fund the budget
was exceeded in thePublic Safely category

by $15,470. Noted appropriately
In the Justice Assistance Grant the

budget was exceeded in the Public Safety Noted appropriately
category by $14.

In the Judicial District Fund the budget was
exceeded in the General Administration
category by $1,645. Noted appropriately

County failed to have the September 30,
2013 audit filed by deadline. Noted appropriately

Deficit Fund Balance or Fund Nei Position of Individual Funds

Following are funds having deficit fund balances cr fund net position at year end, if any, along with remarks which address
such deficits:

Deficit
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Fund Name Amount Remarks
Judicial Distriet Fund $ (1,130) noied appropriaiely
2] its and Investmen

The County's {funds are required to be deposited and invested under the terms of a depository contract. The
depository bank deposits for safekeeping and trust with the County’s agenti bank approved pledged securilies in an
amount sufficient to protect Gounty funds on a day-to-day basis during the period of the contract. The pledge of
approved securities is waived only to the extent of the depository bank's dollar amount of Federal Deposit Insurance
Corporation {"FDIC") insurance.

h D its;

At September 30, 2013, the carrying amount of the County's deposits {(cash, certificates of deposit, and
interest-bearing savings accounts included in temporary invesimenis) was $14,477,606 and the bank balance was
$11,378,251. The County's cash deposits at September 30, 2013 and during the year ended September 30, 2013,
were entirely covered by FDIC insurance or by pledged collateral held by the County's agent bank in the County's
name.

Investmenis:

The County is required by Government Code Chapter 2256, The Public Funds Investment Act, to adopt, implement,
and publicize an investment policy. That policy must be written; primarily emphasize safety of principal and
liquidity; address investment diversification, yield, and maturity and the quality "and capabilty of invesiment
management; and include a list of the types of authorized invesiments in which the investing entity's funds may be
invested; and the maximum allowable stated maturity of any individual investment owned by the entity.

The Public Funds Investmeni Act ("Act") requires an annual audit of investment practices. Audit procedures in this
area conducted as a part of the audit of the general purpose financial statements disclosed that in the areas of
investment practices, management reports and establishment of appropriate policies, the County adhered to the
requiremenis of the Act. Additionally, investment practices of the County were in accordance with local policies.

The Act determines the iypes of invesimenits which are allowable for the County. These include, with certain
restrictions, (1) obligations of the U.S. Treasury, certain U.S. agencies, and the State of Texas, (2) certificates of
deposit, (3) cettain municipal securities, (4) money market savings accounts, (5) repurchase agreements, () bankers
acceplances, (7) mutual funds, (8) investment pools, (9) guaranteed invesiment contracts, and {10) common trust
funds.

The Gounty's investmenits at September 30, 2013 are shown below.

Investmen Investment T Maturity Eair Value
Texas Pool N/A $ 35,985
Total Investments L 35,985

Analysis of Specific Deposit and Investment Risks:

GASB Statement No. 40 requires a determination as to whether the County was exposed to the following specific
investment risks at year end and if so, the reporting of certain related disclosures:

a. Credit Risk
Gredit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. The ratings of

securities by nationally recognized rating agencies are designed lo give an indication of credit risk. At year end, the
County was not significantly exposed to credit risk.
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At September 30, 2013, the County's investments, other than those which are obligations of or guaranised by
the U. 5. Governmant, are rated as to credit qualiiy as follows:

b.  Custodial Credit Risk

Deposits are exposed to custodial credit risk if they are not covered by depository insurance and the deposits are
uncoflateralized, 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 County's name.

Investment securities are exposed to custodial credit risk if the securities are uninsured, are noi registered in the name of
the government, and are held by either the counterparty or the counterparty's trust department or agent but not in the
County's name.

At year end, the County was not exposed fo cusiodial credit risk.
c.  Concentration of Credit Risk

This risk is the risk of loss attributed to the magnitude of a government's investment in a single issuer. Af year end, the
County was not exposed to concentration of credit risk.

d. Interest Rate Risk

This is the risk that changes in interest rates will adversely affect the fair value of an investment. At year end, the
County was not exposed 1o interest rate risk.

e. Foreign Currency Risk

This is the risk that exchange rates will adversely affect the fair value of an investment. At year end, the County was
not exposed to foreign currency risk.

Investment Accounting Policy

The County's general policy is to report monsy market investments and shoert-term participating interest-earning
investment contracts at amortized cost and to report nonparticipating interest-earning investment contracts using a
cost-based measurs. However, if the fair value of an investment is significantly affected by the impairment of the
credit standing of the issuer or by other factors, it is reporied at fair value. All other invesiments are reporied at fair
value unless a legal contract exisis which guarantees a higher value. The term “short-term” refers to investments
which have a remaining term of one year or less at ime of purchase. The term "nonpariicipating” means that the
investment's value does not vary with market inieresi rate changes. Nonnegotiable certificates of deposit are examples
of nonparticipating interest-earning investment contracts.

D. ital A

Capital asset activity for the year ended September 30, 2013, was as follows:

Beginning Ending
Balances Increases Decreases Balances
vernmental aefivities:
Capital assets not being depreciated:
Land $ 721,555 § 11,047 § - $ 732,602
Construction in progress - -- - -
Total capital assets not being depreciated 721,655 11,047 - 732,602
Capital assets being depreciated.
Road Netwoark 20,679,020 - - 20,679,020
Buildings and improvements 20,840,402 79,130 - 20,919,532
Equipmant 7,990,043 779,656 129,445 8,640,254
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Total capital assets being depreciated 49,509,465 858,786 129,445 50,238,806
Less accumulated depreciation for:
Road Network {9,908,571) (477,803} {10,386,374)
Buildings and improvemenis (9,397,829} (288,643} -- (9.686,472)
Equipment (5,241,889} (637,317 {86,461) {5,692,745)
Total accumulated depreciation (24,548,289} (1,303,763) (86,461) (25,765,591)
Total capital assets being depreciated, net 24,961,176 (444,977) 42,984 24,473,215
Governmental activities capital assets, net $_ 256882731 % {433,930) % 42,984 $ 25,205,817
Depreciation was charged to functions as follows:
General Government $ 83,125
Judicial 3,440
Legal 1,930
Finance 26,723
Faciliies 203,260
Safety 161,925
Transportation 343,086
$ 1,303,763
E. Interfund Balances and Activi
Transfers to and from other funds ai September 30, 2013, consisled of the following:
Transfers From Transfers To Amount Reason

General fund

Other Governmental Funds

$

150,906 Supplement other funds sources

Total

§___ 150,806

Long-Term Obligations
The County has entered into a continuing disclostre undertaking io provide Annual Reports and Material Event Notices

to the State Information Depository of Texas, which is the Municipal Advisory Council. This information is required under
SEG Rule 15¢2-12 to enable investors to analyze the financial condition and operations of the County.

1. Long-Term Obligation Activity

Long-term obligations include debt and other long-term liabiliies. Changes in long-term obligations for the year ended
Septernber 30, 2013, are as follows:

Amounts
Beginning Ending Due Within
Balance Increases Decreases Balance One Year
Governmental activities:
1999 Ceriificate of Obligation $ 413,232 $ - ] 212,196 % 201,036 $ 201,036
2011 Ceriificate of Obligation
Current Interest Bonds 240,000 - 40,000 200,000 40,000
Capital Apprec Bonds 1,689,248 - - 1,689,248 -
Premium Capital Apprec
bonds 70,016 -~ - 70,016 -
2012 Tax Refunding Bends 2,075,000 -- 490,000 2,035,000 40,000
Total 4,487,496 -- 292,196 4,195,300 281,036
Accumulated Accretion Capital
Appreciation Debt Series '99 360,985 36,748 202,804 194,929 -
Accum Accretion CAB "1 34,503 49,519 - 84,022 -
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Aceum Accretion Prem CAB 11 3,472 5,006 - 8.478 -
Premium CAB Series 2011 64,915 - 5,901 59,014 -
Prem Current Interest Bd '11 3,025 - 504 2,521 -
Premium 2012 Refunding Bds 126,376 - 11,489 114,887
593,276 91,273 220,698 463,851 -

Amount Payable Under
Capital Lease 26,445 155,000 26,445 155,000 50,360
Compensated absences * 194,079 103,835 73,295 224,619 224,619
OPEB Qbligations * 1,601,217 689,467 314,956 1,975,728 -

1,821,741 948,302 414,696 2,355,347 274,979
Total govemmental activities $ 6,902513 § 1,039,575 $ 927,590 $ 7,014,498 $ 556,015

* Cther long-term labilities
The funds typically used to liquidate other Iong-term liahilities in the past are as follows:

Liability Activity Type Fund
Compensated absences Governmential General
OPEB Obligations Govemmental General

2. Debt Service Requiremenis
Debt service requirements on long-term debt at September 30, 2013, are as follows:

Certificate of Obligations 1999

Year Ending September 30, Principal Interest Total
2014 $ 201,036 $ 213,964 415,000
Totals $ 201,036 % 213,964 $ 415,000

The 1999 Certificates of Obligation were issued March 1, 1999, with semi-annual instalment payments from
September 1, 2007, through September 1, 2014, bearing interest rates of 4.65% to 4.75% depending on the
yearb. See Schedule of Rales below.

1999 Certificates of Obligation

2013 4.70
2014 475
Certificate of Obligations 2011

Year Ending September 30, Principal Interest Total
2014 3 40,000 3 4,000 $ 44,000
2015 40,000 3,200 43,200
2016 40,000 2,400 42,400
2017 40,000 1,600 41,600
2018 40,000 800 40,800
2019 457,545 92,455 550,000
2020 431,651 118,349 550,000
202t 410,278 139,722 550,000
2022 389,774 160,226 550,000
2023 70,018 139,984 210,000
Totals $ 1,959,264 § 662,736 3 2,622,000

On November 15, 2011, the Couniy issued Lamar Counly, Texas Combination Tax and Limited Pledge Revenue
Certificates of Obligation, Series 2011, they were issued in part as Cumrent Interest Certficates of $240,000 and
Capital Appreciation Certificates of $1,759,264. Inierest on the Current Interest Cerlificates will be payable on March
1 and September 1 of each year. Proceeds from the sale of the certificates will be used for the purpose of paying
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cantractual obligations of the County to be incurred for making permanent public improvements for the County's
Criminal Justice System, County roads, equipment for the Sheriffs Depariment, and improving and equipping the
County courthouse and Courthouse Annex facilities. Interest on Series 2011 bonds is paid on current interest bonds at
a rate of 2% and the interest on the capital appreciation certificates at a variable rate of 2.4% to 3.44%.

Tax Refunding Bonds 2012

Year Ending September 30, Principal Interest Total

2014 3 40,000 $ 51,i00 § 91,100
2015 460,000 50,300 510,300
2016 470,000 38,800 508,800
2017 485,000 27,050 512,050
2018 495,000 14,925 509,925
2019 - 2,550 2,550
2020 - 2,550 2,550
202t - 2,550 2,550
2022 -- 2,550 2,550
2023 85,000 2,550 2,550
Totals $ 2,035,000 $ 194,925 $ 2,228,925

Limited Tax Refunding Bonds

GASE Statement No. 7, "Advance Refundings Resulling in Defeasance of Debt", provides that refunded debt and
assets placed in escrow for the payment of related debt service be excluded from the financial statements. As of
September 30, 2013, outstanding balances of bond issues that have been refunded and defeased in-substance by
placing existing asseis and the proceeds of new bonds in an irrevocable trust to provide for future debt service
payments are as follows:

Certificates of Obligafion, Series 2003

Year Ending September 30, Principal Interest Total

2014 3 55,000 $ 80,743 % 135,743
2015 475,000 78,543 553,543
2018 495,000 59,543 554,543
2017 515,000 41,228 556,228
2018 535,000 21,400 556,400
Totals $ 2,075,000 $ 163,882 $ 2,238,882

3. Capital Leases

Commitments under capitalized lease agreements for faciliies and equipment provide for minimum future lease
payments as of September 30, 2013, as follows:

Year Ending September 30: Principal Interest Total
2014 $ 50,360 $ 4262 § 54,622
2015 51,566 3,085 54,622
2016 53,074 1,548 54,622

Total Minimum Rentals $ 155,000 $ 8.865 § 163,866

The effective interest rate on capital leases is 5.92%.

Leased equipment under capital leass in capital asseis at Sepiember 30, 2013, included the following:

Governmental

Asset: Activities
Machinery and Equipment $ 205,000
Less: Accumulated Depreciation 9,225
Total 3 185,775
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H.

Accumulated depreciation of leased equipment under capilal assels is included with depreciation expense.

Risk Management

The County is exposed to vatious risks of loss related to foris, theft, damage or desiruction of assets, errors and
omissions, injuries to employees, and natural disasters. During fiscal year 2013, the County obtained general liability
coverage at a cost that is considered {o be economically justifiable by joining fogether with other governmental
entities in the State as a member of the Texas Association of Counties Risk Management Pool ("TAC™. TAC is a
self-funded pool operating as a common risk management and insurance program. The Gounty pays an annual
premium to TAC for its above insurance coverage. The agreement for the formation of TAC provides that TAC will be
self-sustaining through member premiums and will reinsure through commetcial companies for claims in excess of
acceptable risk levels; however, each category of coverage has its own leve! of reinsurance. The County continues to
carry commercial insurance for other risks of logss. There were no significant reductions in commercial insurance
coverage in the past fiscal year and settled claims resulting from these risks have not exceeded coverage in any of the
past three fiscal years.

Pension Plan
1.  Plan Description

Lamar Gounity provides retirement, disability, and death benefits for all of its full-ime employees through a
nontraditional defined benefit plan in the statewide Texas County and Refirement System {"TCDRS"). The
Board of Trustees of TCDRS is responsible for the administration of the staiewide ageni mulli-employer public
employee retirement system consisting of 517 nonfraditional defined benefit pension plans. TCDRS in the
aggregate issues a comprehensive annual financial repori (CAFR) on a calendar year basis. The CAFR is
available upon written request from the TGCDRS Beard of Trustees at P.O, Box 2034, Austin, Texas 78768.

The plans provisions are adopted by the governing body of the employer, within the options available in the
Texas siate siatutes goveming TCDRS (TCDRS Act). Members can retire at ages 60 and above with 8 or more
years of service, with 30 years of service regardless of age, or when the sum of their age and years of service
equals 75 or more. Members are vested after 8 years of service but must
leave their accumulated contribution in the plan to receive any employer-financed benefit.  Members who
withdraw their personal coniribution in a lump sum are not enliled to any amounts conirbuted by their
employer.

Benefit amounts are determined by the sum of the employee's contrbution to the plan, with interest, and
employer- financed monetary crediis. The leve! of these monetary credits is adopted by the governing body of
the employer within the actuarial constraints imposed by the TCDRS Act so that the resuliing benefits can be
expected to be adequately financed by ihe employer's commiiment to contribute. At retirement, death, or
disability, the benefit is calculated by convering the sum of the employee's accumulated coniributions and the
employer-financed monetary credits to a monthly annuity using annuity purchase rates prescribed by the TCDRS
Act.

2. Funding Policy

The employer has elected the annuaily determined coniribution rate {(ADCR) plan provisions of the TCDRS
Act. The plan is funded by monthly confributions from both employee members and the
employer based on the covered payroil of employee members. Under the TCDRS Act, the contribuiion rate of
the employer Is actuarially determined annually. The employer contributed using the actuarfally determined
rate of 11.03% for the months of the acccunting year 2012, and 10.33% for the months in the accounting year
2011

The contribution rate payable by the employee members for the calendar vear 2012 is the rate of 7% as

adopted by the governing body of the employer. The employee contribution rate and the employer contribution
rate may be changed by the governing body of the employer within the options available in the TCDRS Act.
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Annual Pension Cost

For the employer's accounting year ended September 30, 2013, the annual pensicn cost for the TCDRS plan for
its employees was $443,526, and the actual contributions were $721,767.

The annual required contributions were actuarially determined.as a percent of the covered payroll of the
participating employees, and were in compliance with the GASB Staiement No. 27 parameters based on the
actuarial valuations as of December 31, 2010, and December 31, 2011, the basis for determining the
confribution rates for the calendar years 2010 and 20711. The December 31, 2012, actuarial valuation is the
most recent valuation.

Actuarial Valuation Date 12-31-10 12-31-11 12-31-12
Actuarial Cost Method entry age eniry age eniry age
Amortization Method level % of fevel % of level % of

payroll, closed  payroll, closed  payroll, closed
Amortization Period in Years 20 20 20
Asset Valuation Method SAF: 10year  SAF: 10year  SAF: 10 year
smoothed value smoothed value smoothed value

ESF: Fund value ESF: Fund valug ESF: Fund value

Actuarial Assumptions:

Investment Return 8.00% 8.00% 8.00%
Projected Salary Increases 5.30% 5.40% 5.40%
[nflation 3.50% 3.50% 3.50%
Cost-of-living Adjustments 0.0% 0.0% 0.0%

Trend Information for Retirement Plan for the Employees of Lamar County

Accounting Annual Percentage Net
Year Pension of APC Pensicn
Ended Cost {APC) Contributed Obligation

9-30-11 100% -
9-30-10 $614,264 100% -
9-30-09 $554,174 100% -
9-30-08 $509,750 100% -
9-30-06 $418,622 100% o
9-30-05 $478,104 100% -

Transition Disclosure

It was defermined in accordance with GASB Statement No. 27 that the pension liabilily was zeto at the
fransition fo that statement effective at the beginning of this accounting year, because all actuarially required
coniributions for the accounting years beginning in 1987 up to the beginning of this accounting year have been
paid. There was no previcusly reported pension [ability before’ the transition. Therefore, the difference
between the pensicn liability at iransition and the previously reporied pension liability is zero.

Schedule of Funding Progress for the Retirement Plan for the Employees of Lamar County:

Actuarial Valuation Daie 12-31-10 12-31-11 12-31-12

Actuarial Valuation of Assets 18,131,667 19,158,056 19,856,565
Actuarial Accrued Liability (AAL) 21,219,060 22,719,091 23,993,386
Unfunded Actuarial Accrued Liability (UAAL 3,087,393 3,561,035 4,136,821
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Funded Ratio 85.45% 84.33% 82.76%
Annual Covered Payroll (Actuarial) 6,865,583 6,986,322 7,070,335
UAAL as a % of Covered Payroll 44.97% 50.97% 58.51%

The schedule of funding progress, presented as Required Supplementary Information (RS following the notes
to the financial statements, presents multi-year frend information about whether the actuarial value of plan
assets is increasing or decreasing over time relative to the actuarial accrued liability for benefits.

I, Health Care Cover

Beginning October 1, 2008, the County has health care coverage with United Flealth Care Insurance Company. The
Lamar County Employee Health Plan paricipants are fully insured. The County contribuied $1,018 per month per
employee o the Plan. Employees -at their option, authorized payroll withholdings for contributions for
dependents. All contributions were paid to the administrator of the Plan. The
contract between the County and the Plan is renewable October 1st, of each year, and the annual financial
statemments have been filed with the Texas State Board of Insurance. The Plan was authorized by Article 3.51-2,
Texas Insurance Code and was documented by contractual agreement.

J. mitments and ingenci
1. Contingencies

The Couniy parlicipates in grant programs which are governed by various rules and regulations of the grantor
agencies. Costs charged to the respective grant programs are subject to audit and adjustment by the grantor
agencies; therefore, to the extent that the County has not complied with the rules and regulations goveming the
grants, refunds of any money received may be required and the collectibility of any related receivable may be
impaired. In the opinion of the County, there are no significant contingent liabilities relating to compliance with
the rules and regulations governing the respecilve grants; therefore, no provision has heen recorded in the
accempanying basic financial statements for such contingencies.

2. Litigation
No reportable liigation was pending against the County at September 30,2013.

K. u nt Ev

Management has evaluated subsequent events through May 26, 2015, noted the following subsequent evenis that
should be reporied:

L. GASB&3

The provisions of the statement were effective for financlal staiements for periods beginning after December 15,
2011. This statement provides financial reporting guidance for deferred cuiflows of resources and deferred inflows of
resources. Previous financial reporting standards do not include guidance for reporting those financial statement
elements, which are distinct from assets and liabilities. The County implemented the provision during the current
fiscal year. The implementation does not appear to have any monetary effect on the County's financia! statements.

M. GASB&S

The provisions of this statement are effective for financial siatements for periods beginning after December 15, 2012,
earlier application is encouraged. This statement establishes accounting and financial reporting standards that
reclasssify, as deferred outflows of resources or deferred inflows of rescurces, certain items that were previously
‘repeoried as assels and liabiliies and recognizes, as ocutflows of resources or inflows of resources, certain items that
were previously reported as asseis and liabilities. The effect of this statement on the financials of the County will effect
previously capitalized bond issuance costs which will be expensed resulting in a decrease in net position of $128,545.

The County does not plan to implement early.
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N. GASB&8

The provisions of Siatemeni 68 are effective for financial statements for fiscal years beginning afier June 15,
2014. Earlier application is encouraged. The provision will require costsharing employers to
recognize in the government-wide financial statemenis a liability for its proportionate share of fhe net pension
liability. A cost-sharing employer is required to recognize pension expense and report deferred outflows of resources
and deferred inflows of resources related to pensions for its proportionate share of collective pension expense and
collective deferred outflows of resources and deferred inflows of resources related to pensions. The effect this new
pronouncement will have on the govermment-wide financial statements of the County has not been determined. The
County does not plan to implement early.

0. GASBBY

Government Combinations and Disposals of Government Operaiions is effective for periods beginning after December
15, 2013, and is noi expected to impact the County's financial position.

P. GASB70

Accounting and Financial Reporting for Nonexchange Financial Guarantees is effeciive for periods beginning after
June 15, 2013, and is not expected to Impact the County's financial posiion.

Q. Ex f Expendifur ver Appropriafions

The following funds incurred expenditures that were in excess of the appropriaiions.

Fund Function/Program Amount

Estray & Jury Judicial $ 367
State Aid Grant Public Safely 15,470
Justice Assistance Grant Public Safety 14

R. PEB (Other Post Employment Beneti

The County spensors and administers a single-employer defined benefit health care plan. The Plan pays a portion of
health care insurance premiums for eligible retired employees. Retirement eligibiiity is determined based on the
Texas Counly and District Retirement System (TCDRS) definition. Employees are eligible to retire at age 60 and
above with 8 years of service in TCDRS, with 30 years service in TGDRS at any age, or when the sum of his or her age
and years of service in TCDRS equals 75. Spouses and dependents are eligible for coverage. Coverage ceases
upon reaching Medicare eligibility. The County Commissioners have the authority to establish and amend benefit
provisions of the Plan. The Plan does neiissue a separate, publicly available report.

Tne County elected to prospectively implement GASB Statement No. 45, Accounting and Financial Reporting
Employers for Post employment Benefits Other than Pensions, beginning in fiscal year ending September 30, 2009.

Funding Policy

The County has adopted the pay-as-you-go, PAYGO, funding policy. The annual employer contributions in additon
to the member contributions are equal to the benefits paid on behalf of the relirees. Retirees and dependents
continue to pay the employee or dependent's share of the premium charged to members.

Annual OPEB Cost and Net OPEB Obligation

The Gounty's annual other post employment benefits (OPEB) cost is calculaied based on the annual required
contribution of the employer {ARC), an amcunt actuarially defermined in accordance with the parameter of GASB
Statemment No. 45. The ARG represenis a level of accrual that is projected to recognize the normal cost each year
and fo amortize any unfunded actuariai Habiliies {or funding excess) over a period not to exceed thirty years. The
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annual OPEB cost for the fiscal year ending September 30, 2012, is as follows:

09/30/2011 09/30/2012 09/30/2013
Annual Required Contribution $ 646,264 $ 665,652 $ 684,170
Interest on Net OPEB Chbligation 31,339 50,984 72,055
Adjustment to Annual Reguired Coniribution (29,035) {(47.238) {66,758)
Annual OPEB cost (expense) end of year 648,568 669,400 689,467
Net estimated employer contributions (212,015) {201,160} {314,956)
Increase (decrease) in net OPEB Obligation (asset) 436,553 468,240 374,511
Net OPEB Obifigtion -- as of beginning of the year $ 696,424 $ 1,132,977 $ 1,601,217
Net OPEB Obligation (asset) - as of end of year $ 1,132,977 $ 1,601,217 § 1,975,728

Funding Status and Funding Prograss
The funded status of the County's refiree health care plan, under GASB No. 45 as of September 30, 2012, is as follows:

Acturaial UAAL as a
Actuarial Acecrued Unfunded Percentage of
Valuation Acturial Value Liability AAL Funded Covered Caovered
Date as of of Assels (AAL) (LUAAL) Ratio Payroll Payroll
September 30 (a) {b) {b-a} {a/b} (c) ((bfa)/c)
2012 - $5,680,959 $5,680,959 - $5,431,569 104.6%

Under the reporting paramenters, the Couniy's retiree health care plan is 0% funded with an estimated actuarial
accrued liability exceeding actuarial assets by $5,680,959 at September 30, 2012. As of the most recent valuation,
the ratio of the unfunded actuarial accrued liability toc annual covered payroll is 104.6%.

The schedule of funding progress, presented as reguited supplementary information following the notes to the
financial statements, presents multiyear trend information that shows whether the actuarial value of plan assets is
increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions

The Projected Unit Credit actuarial cost methiod is used to caloulate the GASB ARC for the Couniy's reiiree health
care plan. Using the plan benefits, the present heaith premiums and a set of aciuarial assumptions, the anticipated
future payments are projected. The projected unit credit method then provides for a systematic recognition of the
cost of these anticipated payments. The yearly ARC is computed to cover the cost of bensfits being eamed by
covered members as well as to amartize a portion of the unfunded accrued liability.

Projections of health benefits are based on the plan as understood by the County and include the types of benefits in
force at the valuation date and the pattern of sharing benefit costs between the County and its employees to that
point. Actuarial calculations reflect a long-term perspective and employ methods and assumptions that are
designed to reduce short-term volatility in actuarial accrued liabilifies and the actuarial value of assets. Significant
methods and assumptions were as follows:

Actuarial Methods and Assumptions

Investment rate of return 4.5% net of expenses

Actuarial cost method Projected Unit Credit Cost Method
Amortization method Level as a percentage of payroll
Amortization period Opern 30 year period

Salary growih rate and inffation 3.0% per annum

Medical trend initial rate of 8.00% declining to an

an ultimate rate of 4.5% afier 7 years
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Actuarial valuations invoive estimates of the value of reported amounts and assumptions about the probability of
events In the future. Amounts determined regarding the funded status and the annual required contributions of the
County's reliree health care plan are subject to continual revision as actual results are compared to past expectations
and new estimates are made about the future. The required schedule of funding progress presented as required
supplementary information provides mulii-year trend information that shows whether the actuarial value of plan asseis
is increasing or decreasing cver time relative to the actuarial accrued liability for benefits.

S.  Sulphur River Region Mobility Authority Interfocal Aggreement

Lamar Counly, Texas entered into an Intetlocal Cooperative Agreement with the Sulphur River Region Mobility
Authority {the "Authority™) effective Ociober 10, 2012, and with other governmental entities in the area for upgrading
and widening Stale Highway 24. The Authority has secured a State Infrastructure Bank Loan (SIB) for the project
with Lamar County's share of the local participation being $1,426,813. The County's payment obligations pursuant to
the SIB Loans shali become due and payable not later than March 29 each year in accordance with the schedule
below at a rate of 3.68% per annum. Agreement such as this are not reported as debt in the financials, but appropriately
disclosed in the notes to the financial statements in accordance with Governmental Accounting Standards.

Years of Principal Interest Interest
Stated Maturity Amounts ($) Amounts ($) Rates (%)
2014 $ 50,743 $ 50,084 3.68%
2015 52,610 48,217 3.68%
2016 54,546 46,281 3.68%
2017 56,553 44,274 3.68%
2018 58,634 42,193 3.68%
2018 60,792 40,035 3.68%
2020 62,029 37,798 3.68%
2021 65,349 35,478 3.68%
2022 67,754 33,073 3.68%
2023 70,247 30,580 3.68%
2024 72,832 27,995 3.68%
2025 75,512 25,315 3.68%
2026 78,291 22,536 3.68%
2027 81,172 19,655 3.68%
2028 84,159 16,668 3.68%
2029 87,256 13,571 3.68%
2030 90,467 10,360 3.68%
2031 93,797 7,030 3.68%
2032 97,248 3,579 3.68%

T. Special lem
The special ifem was created when the fines and court cost receivable and allowance for uncollactible
eslimate was re-evaluated for the general fund and road and bridge fund during the year, this created a net
adjustment of $1,558,102 {o the financial statements.
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LAMAR COUNTY, TEXAS

GENERAL FUND

BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED SEPTEMBER 30, 2013

Revenue:
Property Taxes
Other Taxes
intergovernmental Recelpls
Fees of Office
Fines
Interest
Miscellaneous
Total revenues

Expenditures:
Current:
General Administration
Financial Administration
Judicial
Legal
Public Safety
Public Welfare
Gonservation and Agriculture
Public Facilities
Emergency Management
Total expenditures

Excess (deficiency) of revenues {under) expenditures
Other financing sources {uses):
Transfers out
Total other financing sources (Uses)

Net change in fund balances

Fund balances/equity, October 1
Fund balances/equity, September 30

EXHIBIT B-1

Variance with

. Final Budget
Budgeted Amounis Positive
Original Final Actual {Negative}
$ B8,418371 § 8,418,371 8,446,662 3 28,291
2,550,000 2,550,000 3,015,500 465,500
355,200 355,200 329,929 (25,271)
1,070,000 1,070,000 1,170,613 100,613
225,000 225,000 264,380 39,380
94,200 94,200 94,297 97
150,700 210,700 247,303 36,603
12,863,471 12,923,471 13,568,684 645,213
1,931,000 1,931,000 1,825,839 105,161
1,025,235 1,025,235 967,570 57,665
1,596,995 1,596,295 1,533,372 63,623
880,617 880,617 822,610 58,007
5,571,135 5,631,135 5,237,627 393,508
1,380,767 1,380,767 1,298,471 82,298
106,562 106,562 100,707 5,855
703,305 703,305 649,337 53,968
24,972 24,972 23,835 1,137
13,220,588 13,280,588 12,459,368 821,220
{357,117) (357,117) 1,109,316 1,466,433
(213,905) {231,905) (150,906) 62,999
(213,905) (213,905} (150,906) 62,999
{571,022} {571,022) 958,410 1,529,432
7,946,989 7,946,989 7,946,988 -
$ 7375967 $ 7375967 $ 8905399 $ 1,529,432
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r LAMAR COUNTY, TEXAS EXHIBIT B-2
; ROAD & BRIDGE FUND

BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED SEPTEMBER 30, 2013

Variance with

Final Budget
Budgeted Amounis Positive
Original Firal Actual {Negative}
Revenue:

Property Taxes $ 2081874 $ 2,081,874 $ 2,083860 3 6,986

Intergovernmental Receipts 40,000 40,000 49,984 9,984

Fees of Office 912,000 912,000 903,524 (8,476)

Fines 152,000 152,000 129,687 {22,313)

Interest 5,000 5,000 4,372 (628)

Miscellaneous 3,000 3,000 11,058 8,058
Total revenues 3,193,874 3,193,874 3,187,485 (6,389)

Expenditures:
Current:

Public Transporiation 3,834,648 3,789,648 2,794,987 994,661
Total expenditures 3,834,648 3,789,648 2,794,957 994,661
Excess (deficiency} of revenues {under) expenditures {5695,774) (595,774} 392,498 988,272

Other financing sources (uses):

Proceeds from Sales of Capifal Assets 233,000 233,000 37,362 (195,638}

Capital leases - - 155,000 155,000
Total other financing sources (uses} 233,000 233,000 192,362 (40,638)

Net change in fund balances (362,774) (362,774) 584,860 947,634
Fund balances/equity, Oclober 1 653,197 653,197 653,197 -
Fund balances/equity, September 30 $ 290423 % 200,423 $ 1,238,057 §% 947,634

e
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LAMAR COUNTY, TEXAS

INDIGENT HEALTH CARE FUND

BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED SEPTEMBER 30, 2013

Revenue:
Property Taxes
Intergovernmental Receipts
Total revenues

Expenditures:
Current:
Public Welfare
Total expenditures
Excess (deficiency) of revenues {under) expenditures

Other financing sources {uses}):
Total other financing sources {uses)

Net change in fund balances

Fund balances/equity, October 1
Fund balances/equity, September 30

EXHIBIT B-3

Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative}
$ 994,123 $ 994,123 $ 997,482 § 3.359
50,000 50,000 24 541 {25,459)
1,044,123 1,044,123 1,022,023 {22,100)
1,072,305 1,072,305 923,883 148,422
1,072,305 1,072,305 923,683 148,422
{28,182) (28,182} 98,140 126,322
(28,182) {28,182) 98,140 128,322
113,239 113,239 113,239 -
$ 85,057 $ 85,057 % 211,379 & 126,322
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LAMAR COUNTY, TEXAS

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS

LAMAR COUNTY

YEAR ENDED SEPTEMBER 30, 2013

Actuarial Actuarial Accrued Unfunded UAAL as a
Actuarial Value of Liability (AAL) AAL Funded Covered Percentage of
Valuation Assels - Entry Age {UAAL) Ratio Payroli Covered Payroll
Date (a) (b) (b-a) {a/b} (c) {{b-a)/c)
06/30/08 $ - $ 2,764,852 § 2,764,952 -- $ 4,913,095 56.3%
09/30/10 - 4,866,951 4,866,951 - 5,288,184 92.0%
09/3012 - 5,680,959 5,680,959 -- 5,431,569 104.6%

The actuarial accrued liabilily was determined by the mosi recent actuaral report dated September 30, 2012. The
funded status of the plan, which is the ratic of plan assefs to actuarial accrued liability, was determined as of this

valuation dafe.

Schedule of Employer Contributions

The schedule below reports contributions made by the employer for Other Post Employment Benefits (OPEB).

Percentage

Year Contributions of ARC
Ended ARC Made Contributed
08/30/09 $ 348577 % 122,422 35.1%
09/30/10 627,441 157,920 25.1%
098/30/11 646,264 212,015 32.8%
09/30/12 665,652 201,160 30.2%
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LAMAR COUNTY, TEXAS
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED SEPTEMBER 30, 2013

Budgetary Data

The official budget was prepared for adoption for the General Fund and the Road and Bridge Fund, which
is included within the Special Revenue Funds. The following procedures are followed in establishing the
budgetary data reflected in financial statements.

a.  Prior to beginning of the fiscal year, the County prepares a budget for the next succeeding fiscal year
beginning. The operating budget includes proposed expenditures and the means of financing them.

b. A meeiing of the Commissioners’ Court is then called for the purpose of adopting the proposed
budget. At least ten days public notice of the meeting must have been given.

c. Prior to start of the fiscal year, the budget is legally enacted through passage of a resolution by the
Commissioner's Court.

Once a budget is approved, it can be amended only by approval of a majority of the Commissioners’
Court. Amendments are presented to the Commissioners’ Court at its regular meetings. Each
amendment must have the Commissioners’ Court approval. As required by law, such amendments are made
before ihe fact, are reflected in the official minutes of the Commissioners’ Court, and are not made -after
fiscal year end. During the year, the budget was amended as necessary. There were significant
amendments passed during the fiscal year.The budget is prepared on the modified accrual basis.

The legal level of budgetary control (level at which the governing body must approve any over expenditure)
is at the category level. Categories are defined as: Personal Services, Supplies & Materials, Other
Services & Charges, and Capital Outlay. Budget to actual comparisons are presented in the financial
statements at the function level; however, a budget to actual comparison by category is available from the
Lamar County Auditor's office at 119 North Main Street, Room 202, Paris, Texas 75462.

Excess of Expenditures Over Appropriations in Major Governmental Funds: The County expenditures
exceeded appropriations in the following major governmental funds in the noted function category: General
Fund in the functions: Administration and Public Facilities

The following funds had legally adopted budgets:

General County Clerk Records Archive

Road and Bridge District Clerk Records Management

Estray and Jury Victims Coordinator Grant

State Aid Grant Graffiti Eradication

Lateral Road Aiternative Dispute Resclution

Law Library Justice Court Technology Fund

Gounty Clerks Records Management Justice Assistance Grant

Indigent Health Care Records Management Fund - County Clerk
Court House Security Permanent Improvement Fund

County Records Management Commitment Reduction Grant

Records Archive Fund - County Clerk Surrma Fund

District Clerk Records Archive Judicial District Fund

Gourt Record Preservation Fund County and District Court Technology Fund
Mental Health Services Grant #N Refunding Bond Series 1993

CO 2011

Budgets for the funds listed above are adopted on a basis consistent with generally accepted accounting
principles (GAAP) on the modified accrual basis of accounting.
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Other Supplementary Information

This section includes financial information and disclosures not required by the Governmental Accounting Standards
Board and not considered a part of the basic financial statements. [t may, however, include information which is

required by cther entities.
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Independent Auditor's Report on Internal Conirol over Financial Repording and

On Compliance and Other Matfers Based on an Audit of Financjal Statemenis

Pearformed In Accordance With Government Audifin ndards

Board of Trustees
Lamar County, Texas
119 North Main
Paris, Texas 75460

Members of the Board of Trusiees:

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits coniained in Government Auditing Standards
issued by the Compiroller General of the United States, the financial statemenis of the governmental
activities, each major fund, and the aggregate remaining fund information of Lamar County, Texas, as of and
for the year ended September 30, 2013, and the relaied notes to the financial statlements, which colleciively
comptise Lamar County, Texas's basic financial statements, and have issued our report thereon dated
February 28, 2015.

Internaf Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Lamar County, Texas's
internal control over financial reporting (internal conitol) to deiermine the audit procedures that are
appropriafe in the circumstances for the purpose of expressing our opinions con the financial staiements, but
not for the purpose of expressing an opinion on the effectiveness of the Lamar County, Texas's internal
control. Accordingly, we do not express an opinion oh the effectiveness of the Lamar County, Texas's
internal control. '

Cur consideration of internal control was for the limiied purpose described in the preceding paragraph and
was not designed to ideniify all deficiencies in infernal control that might be material weaknesses or
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were
not identified. However, we identified certain deficiencies in internal control that we consider to be material
weaknesses: The County changed software providers and County Audiior during 2013 fiscal year. There
were muliiple problems with the soflware conversion and the County Auditor office was not able to stay up
fo date with financial reporting under the new system. Bank reconciliations were not completed fimely
monthly, sdjusiing entries were delayed, and financial statement review and close was noet possible on a
fimely basis. The annual audit was not able to be completed timely. This combination of deficiences resulted
in a reasonable possibility that a material misiatement of the fianacial statements would not be prevented, or
detected and corrected on a timely basis.

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, 1o prevent, or detect and correct,
misstatements on a timely basis. A maierial weakness is a dzficiency, or a combination of deficiencies, in
internal coniral 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. We consider the deficiency
described in the above paragraph to be a material weakness.

5016 McKinney Avenue, Suite 100 Dal]aé, Texas 75205 Telephone: 214-559-0784  Facsimile: 214-623-5915
1711 Clarksville Strest  Paris, Texas 75460  Telephone: 803-784-6700  Facsimile; 903-784-5934
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Compliance and Other Matters

As part of obtaining reascnable assurance about whether the Lamar County, Texas's financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, coniracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed instances of noncompliance or other matters that are required to
be reported under Government Auditing Slandards and which relates to the material
weakness stated above, in where the County failed to comply with the bond convenance of filing updaied
financial information and operating data with the Municipal Securities Rulemaking Board within six months
after the end of the fiscal year ending in September 30, 2018.

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 compiiance. 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.

Melnory, PV e ) 4 &5”“1@“3]’@

Ceriified Public Accountants
May 26, 2015
Paris, Texas
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