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INDEPENDENT AUDITOR'S REPORT

To the Honorable Judge and
Members of the Commissioners Court of
Erath County, Texas:

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of Erath County, Texas (the County)
as of and for the year ended September 30, 2005, which collectively comprise the County’s basic
financial statements as listed in the table of contents. These financial statements are the
responsibility of Erath County’s management. Our responsibility is to express an opinion on
these basic financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our 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 Erath County as of September 30, 2005, and the
respective changes in financial position and cash flows for the year then ended, in conformity
with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
February 24, 2006, on our consideration of the County’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance with the results of that testing, and not
to provide an opinion on the internal control over financial reporting or compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards and
should be read in conjunction with this report in assessing the results of our audit.

The Management’s Discussion and Analysis on pages iii through ix and budgetary comparison
information on pages 30-32 are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion
on it

CERTIFIED PUBLIC ACCOUNTANTS & BUSINESS ADVISORS



Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise Erath
County’s basic financial statements. The combining schedules listed in the table of contents are presented for purposes of
additional analysis and are not a required part of the basic financial statements of Erath County, Texas. This additional
information is the responsibility of the management of the County. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects
in relation to the basic financial statements taken as a whole.

Stvoadl, Branduy ¥ 0L, LLE

STOVALL, GRANDEY & ALLEN, LLP
Fort Worth, Texas
February 24, 2006



ERATH COUNTY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS

FINANCIAL HIGHLIGHTS

This section of Erath County’s annual financial report presents our discussion and analysis of the County’s financial
performance during the fiscal year ended September 30, 2005. Please read it in conjunction with the County’s
financial statements.

Erath County’s total combined net assets were just over $19 million at September 30, 2005. Of this
amount, $8.4 million (unrestricted net assets) may be used to meet the County’s ongoing obligations. The
unrestricted net assets represents an increase of approximately $259 thousand.

During the year, the County’s expenses were $1.4 million less than the $11.6 million generated in taxes and

other revenues for governmental activities.

The General Fund reported a fund balance this year of $7.5 million, all of which is available for spending at

the government’s discretion.

OVERVIEW OF THE FINANCIAL STATEMENTS

The first two statements are Government-Wide
Financial Statements that provide both long-term and
short-term information about the County’s overall
financial status.

The remaining statements are Fund Financial
Statements that focus on individual parts of the
government, reporting the County’s operations in
more detail than the government-wide statements.

The Governmental Funds statements tell how general
government services were financed in the short-term
as well as what remains for future spending.

Fiduciary Fund statements provide information about
the financial relationships in which the County acts
solely as a trustee or agent for the benefit of others, to
whom the resources in question belong.

iii

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

The basic financial statements include two kinds of

Figure A-1. Required Components of
the County’s Annual Financial Report
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The financial statements also include notes that explain some of the information in the financial statements and
provide more detailed data. The 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 County
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.

FIGURE A-2

MAJOR FEATURES OF THE COUNTY’S GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS
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Government-Wide Statements

The Government-Wide Statements are designed to provide readers with a broad overview of Erath County’s
finances, using accounting methods similar to those used by private-sector companies. The Statement of Net Assets
(Page 1) presents information on all of Erath County’s assets and liabilities, with the difference between the two
reported as net assets. Over time, increases or decreases in net assets may serve as a useful indicator of whether
Erath County’s financial position is improving or deteriorating when examined in conjunction with non-financial
factors. The Statement of Activities (Page 2) presents information showing how the government’s net assets changed
during the fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows.

Both of these Government-Wide Financial Statements distinguish functions of Erath County that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are intended
to recover all or a significant portion of their costs through user fees and charges (business-type activities).
Governmental activities include general government, public safety, roads and bridges, sanitation and economic
development. These activities are financed primarily by property taxes and grants.



Fund Financial Statements

The Fund Financial Statements provide more detailed information about the Erath County’s most significant funds —
not the County as a whole. Funds are groupings of related accounts that the County uses to keep track of specific
sources of funding and spending for particular purposes. Erath County, like other state and local governments, uses
funds to show compliance with finance-related legal requirements as well as to control and manage money for other
particular purposes. The County has three kinds of funds: governmental, proprietary and fiduciary.

The County has three types of funds:

®  Governmental funds—Most of the County’s basic services are included in governmental funds, which focus
on short-term inflows and outflows of available resources and the balances of these resources that are
available at the end of the year. Because the focus of governmental funds is narrower than that of the
Government-Wide Financial Statements, it is useful to compare the information presented for governmental
Junds with similar information presented for governmental activities in the Government-Wide Financial
Statements. By doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the Governmental Fund Balance Sheet and the Governmental Fund Statement of
Revenues, Expenditures, and Changes in Fund Balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities. These reconciliations can be found on Pages 4 and
6 of the basic financial statements section.

The County maintains several individual governmental funds. Information is presented separately in the
governmental fund statements for the general fund and the road and bridge fund, both of which are considered
to be major funds. Individual fund data for each of the fourteen non-major governmental funds is provided in
the form of combining statements elsewhere in this report.

The County adopts an annual appropriated budget for its funds. Budgetary comparison statements have been
provided on Pages 30 to 32 to demonstrate compliance with this budget.

®  Proprietary funds — Proprietary funds consist of two types of funds, enterprise and internal service funds.
At this time, Erath County has no enterprise funds. The Internal Service Fund reports activities that provide
services and supplies for the County’s other programs and activities.

*  Fiduciary funds — The County is the trustee, or fiduciary, for certain funds. 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 assets on Page 12. Fiduciary funds are
not reflected in the government-wide financial statements because the County cannot use these assets to
finance its operations.

FINANCIAL ANALYSIS OF THE COUNTY AS A WHOLE

Erath County’s combined net assets were approximately $19.3 million at September 30, 2005. The largest portion
of the County’s designated net assets reflects its investment in capital assets (e.g. land, buildings, machinery,
equipment), less accumulated depreciation and any related outstanding debt. An additional portion of the County’s
net assets (approximately 10%) represent resources that are subject to restrictions on how they may be used. The
remaining balance of unrestricted net assets may be used to meet the County’s ongoing obligations to citizens and
creditors.



Table A-1
Erath County’s Net Assets
(in thousands)

Governmental Activities

2005 2004

Current and Other Assets $ 10,960 $ 10,805
Capital and Non-Current Assets 9,021 9,086

Total Assets 19,981 19,891
Current Liabilities 496 499
Long Term Liabilities 193 1,545

Total Liabilities 689 2,044
Net Assets
Invested in Capital Assets, net of related debt 8,923 7,676
Restricted 1,967 2,027
Unrestricted 8,402 8,144

Total Net Assets $ 19,292 $ 17,847

Changes in Net Assets—Erath County’s net assets increased by approximately $1.4 million during the current
fiscal year. Most of this increase represents an increase in tax valuations and a slight increase in the tax rate.

Table A-2
Erath County Changes in Net Assets
(in thousands)
Governmental Activities
2005 2004
Revenues:
Program Revenues
Charges for Services 3 2,948 $ 2,449
Operating Grants and Contributions 237 237
General Revenues
Property Taxes 6,650 6,262
Sales and Use and Other Taxes 1,428 1,371
Investment Earnings 277 99
Sales of Surplus Assets and Other 119 16
Total Revenues 11,659 10,434
Expenses:
General Administration 1,803 1,833
Judicial 1,697 1,437
Public Safety and Law Enforcement 3,641 3,411
Road and Bridge 2,649 2,592
Health and Welfare 248 323
Conservation 108 103
Bond Interest 67 88
Other 1 60
Total Expenses 10,214 9,847
Increase in Net Assets 1,445 587
Beginning Net Assets 17,847 17,260

Ending Net Assets $ 19,292 $ 17,847

vi



Figure A-3
SOURCES OF REVENUE FOR FISCAL YEAR 2005

Governmental Activities—Total revenues

Property for the fiscal year ending September 30,

T;’:S 2005 were $11.6 million. Approximately

69% of the County’s revenue comes from

taxes, with over 57% from property taxes

alone. Property tax revenue increased due,

largely, to an increase in the tax base.

Sales taxes increased due to the continuing
healthy economy in Erath County.

Expenditures increased by $329 thousand
million from the prior year. For the most
Charges for part, this increase was due to public safety

Other  Services and indigent legal defense.
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FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS

As of the end of the fiscal year, Erath County’s governmental funds reported a combined fund balance of $9.5
million. Approximately 79% of this total amount ($7.5 million) is unreserved fund balance, which is available for
spending at the government’s discretion. The remainder of fund balance is reserved, to indicate that it is not
available for new spending because it has already been committed to 1) special purposes by virtue of special revenue
funds ($1.9 million) and 2) retirement of bonded indebtedness ($30 thousand).

The General Fund is the chief operating fund of the County. At the end of the fiscal year, fund balance of $7.5
million is all unreserved and available for future spending needs. As a measure of the fund’s liquidity, it may be
useful to compare unreserved fund balance to total fund expenditures. Unreserved fund balance represents 107% of
total General Fund expenditures.

Erath County’s General Fund balance increased by $17 thousand during the current fiscal year. This increase was
caused by revenue being realized in the amount of approximately $773 thousand above budgeted figures and
approximately $460 thousand less money expended than budgeted.

The debt service fund has a total fund balance of $30 thousand all of which is reserved for the payment of debt
service.

General Fund Budgetary Highlights—Over the course of the year, the County revised its budget several times.
With these adjustments, actual expenditures were $460 thousand below final budgeted amounts. Public Safety
exceeded its budget by $102 thousand. The credit for these cost savings is given to Erath County elected and
appointed office holders for their prudent spending practices.

vii



CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets—As of September 30, 2005, the County had invested $16 million in a broad range of capital assets,
including land, buildings, roads, bridges and equipment. This amount represents a net increase (including additions,
retirements and adjustments) of $431 thousand or 3% over last year.

Major events affecting capital assets during the year were:

e Additional equipment purchases for the road and bridge precincts, and
¢ Additional vehicles and equipment for the Sheriff’s Department,

e Purchase of fire truck capitalized at $251,500. The Fire Department received a grant for $226,500 and the
County contributed $25,000.

More detailed information about the County’s capital assets can be found in Note F of this report.

Table A-3
Erath County’s Capital Assets

Governmental Activities Percent

2005 2004 Change
Land $ 546,850 ) 546,850 0%
Buildings and Improvements 8,555,114 8,555,114 0%
Furniture and Equipment 6,929,213 6,498,307 7%

Total 16,031,177 15,600,271 3%

Total Accumulated Depreciation (7,009,312) (6,514,077) 7%
Net Capital Assets $ 9,021,865 $ 9,086,194 ()%

Long Term Debt—At the end of the year, the County had $242 thousand of outstanding debt which included
compensated absences of $143 thousand and capital leases of $98 thousand. All bonds were paid in full during the
current year which decreased the County’s debt by $1.4 million.

More detailed information about the County’s long term liabilities can be found in Notes G, H and I of this report.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

e The appraised value used for the 2006 budget preparation is estimated to be up $210,889,805 or 14.8%
from 2005.

e  The tax rate established for 2006 is $0.441 per $100 valuation, a decrease from $0.4625 for 2005.

e  Erath County’s unemployment rate is currently 3.7%, which is a decrease from a rate of 3.9% one year ago.
This compares favorably to the state’s average unemployment rate of 5.3% and is well below the average
of other counties in the Cross Timbers Area.

¢ Inflationary trends in the region compare favorably to national indices.

These factors and others were taken into consideration when preparing the General Fund budget for the 2006 fiscal
year.

viii



Amounts available for appropriation in the General Fund budget are $8,368,448, an increase of 22.88% over the
2005 current appropriation of $6,810,082. The amount appropriated from fund balance is estimated to be
approximately $1,002,400. Property taxes (benefiting from the general fund rate increase, netted against decrease to
zero of a debt service rate, and increases in assessed valuations) and state and federal revenue (with anticipated
increases in these areas) are expected to lead to this increase. Large increases in personal wealth created by gas
exploration in the Barnett Shale are anticipated to cause increases in sales and use taxes beginning in the 2005-2006
budget year.

Budgeted General Fund expenditures are expected to rise approximately 10.67% to $9,159,670. The largest single
increase is just over $1,000,000 to purchase equipment and establish an operating budget for a county ambulance
department. The County has added no other major new programs or initiatives to the 2006 budget.

If these estimates are realized, the County’s budgetary General Fund balance is expected to decrease by about
$1,000,000. The decrease, however is considered appropriate since the County is debt-free and poised to operate
from a fiscally sound position in an increasingly uncertain political environment.

CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a general
overview of Erath County’s finances and to demonstrate the County’s accountability for the money it receives.
Questions concerning any of the information provided in this report or requests for additional financial information
should be directed to the Office of the Erath County Auditor, 100 E. Washington, Stephenville, Texas 76401.
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ERATH COUNTY, TEXAS

STATEMENT OF NET ASSETS
SEPTEMBER 30. 2005
Primary Govcrqmcnt
Governmental
Activitics
ASSETS
Cash and Cash Equivalents $ 2,241,457
Investments - Current 7,844,693
Receivables (net of allowance for uncollectibles) 873,382
Capital Assets:
Land 546,850
Buildings, net 5,778,219
Furniture & Equipment, net 2,696,796
Total Assets 19,981,397
LIABILITIES
Accounts Payable and other current liabilities 339,137
Due to State 86,273
Due to Others 22,115
Noncurrent Liabilities
Due Within One Year 48,331
Due in More Than One Year 193,245
Total Liabilities 689,101
NET ASSETS
Invested in Capital Assets, Net of Related Debt 8,923,440
Restricted for:
Restricted for Debt Service 29,980
Restricted for Road & Bridge 1,075,762
Restricted for Other Specific Purposes 860,837
Unrestricted Net Assets 8,402,277
Total Net Assets $ 19,292,296

The accompanying notes are an integral part of this statement.
1



ERATH COUNTY, TEXAS
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2005

Net (Expense)
Revenue and
Changes in Net
Assets
Program Revenucs
Fines, Fees & Operating Primary Gov. 7
Charges for Grants and " Governmental
Expenses Services Contributions Activities
Primary Government:

GOVERNMENTAL ACTIVITIES:
General Government $ 1,802,971 § 1.612,801 $ 198,770 $ 8,600
Judicial 1,696,570 154,567 - (1,542,003)
Public Safety 3,641,487 185,779 4,504 (3,451,204)
Road & Bridge 2,648,956 994,872 33,280 (1,620,804)
Health & Welfare 247,969 - - (247,969)
Conservation and Development 107,552 - - (107,552)
Bond Interest 67,225 - - (67.225)
Fiscal Agent's Fees 1,000 - - (1,000)
TOTAL PRIMARY GOVERNMENT: $ 10,213,730 § 2,948,019 $ 236,554 (7,029,157)

General Revenues:
Taxes:

Property Taxes, Levied for General Purposes 6,650,042
Other Taxes 1,427,843
Penalty and Interest 119,272
Investment Earnings 277,276
Total General Revenues 8,474,433
Change in Net Assets 1,445,276
Net Assets--Beginning 17,847,020

$ 19,292,296

Net Assets--Ending

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



ERATH COUNTY, TEXAS
BALANCE SHEET
GOVERNMENTAL FUNDS
SEPTEMBER 30, 2005
Road and Debt
General Bridge Service
Fund Fund Fund
ASSETS
Cash and Cash Equivalents $ 843,067 $ 638,998 29,980
Investments - Current 6,824,768 541,593 -
Taxes Receivable 284,729 125,005 24,763
Allowance for Uncollectible Taxes (credit) (110,236) (48,397) (9,587)
Receivables (net of allowance for uncollectibles) 181,534 14,849 -
Total Assets $ 8023862 % 1,272,048 45,156
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts Payable $ 86,843 $ 79,422 -
Wages and Salaries Payable 121,397 40,256 -
Due to State 76,971 - -
Due to Others 22,115 - -
Deferred Revenues 174,534 76,608 15,176
Total Liabilities $ 481,860 $ 196,286 15,176
Fund Balances:

Reserved For:
Debt Service $ -3 - 29,980
Road & Bridge - 1,075,762 -
Specific Purposes - - -
Unreserved and Undesignated:

Reported in the General Fund 7,542,002 - -
Total Fund Balances $ 7542002 $ 1,075,762 29,980
Total Liabilities and Fund Balances $ 8,023,8@ @ 1,272,048 45,156

The accompanying notes are an integral part of this statement.
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705,036 2,217,081
173,771 7,540,132
36,185 470,682
(14,009) (182,229)
2,550 198,933
903,533 10,244,599
9,111 175,376
2,108 163,761
9,302 86,273

- 22,115

22,175 288,493
42,696 736,018
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ERATH COUNTY, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2005

Total Fund Balances - Governmental Funds $

The County uses a internal service fund to charge the costs of certain activities, such
as disability pool, to appropriate functions in other governmental funds. The assets
and liabilities of the internal service fund are included in governmental activities in
the statement of net assets. The net effect of this consolidation is to increase net
assets.

Capital assets used in governmental activities are not financial resources and
therefore are not reported in governmental funds. At the beginning of the year, the
cost of these assets was $15,600,271 and the accumulated depreciation was
$6,514,077. In addition, long-term liabilities, including bonds payable, are not due
and payable in the current period, and, therefore are not reported as liabilities in the
funds. The net effect of including the beginning balances for capital assets (net of
depreciation) and long-term debt in the governmental activities is to increase net
assets.

Current year capital outlays and long-term debt principal payments are expenditures
in the fund financial statements,but they should be shown as increases in capital
assets and reductions in long-term debt in the government-wide financial statements.
The net effect of including the 2005 capital outlays and debt principal payments is to
increase net assets.

The 2005 depreciation expense increases accumulated depreciation. The net effect
of the current year's depreciation is to decrease net assets.

Various other reclassifications and eliminations are necessary to convert from the
modified accrual basis of accounting to accrual basis of accounting. These include
recognizing deferred revenue as revenue, eliminating interfund transactions,
reclassifying the capital lease proceeds as an increase in capital lease payable, and
recognizing the liabilities associated with maturing long-term debt and interest. The
net effect of these reclassifications and recognitions is to increase net assets.

9,508,581

328,937

7,541,181

2,106,762

(709,168)

516,003

Net Assets of Governmental Activities $

The accompanying notes are an integral part of this statement.
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ERATH COUNTY, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2005
Road and Debt
General Bridge Service
Fund Fund Fund
REVENUES:
Taxes:
Property Taxes $ 4,064,010 $ 1,723,505 § 508,604
Other Taxes 1,427,843 - -
Penalty and Interest on Taxes 75,558 30,376 6,863
Licenses and Permits 25,393 825,271 -
Intergovernmental Revenue and Grants 366,089 33,280 -
Charges for Services 44,903 - -
Fines 1,386,045 - -
Investment Earnings 212,864 38,539 4,467
Other Revenue 30,672 169,601 -
Total Revenues 7,633,377 2,820,572 519,934
EXPENDITURES:
Current:
General Government 1,688,911 - -
Judicial 1,492,864 - -
Public Safety 3,737,983 - -
Road & Bridge - 2,694,865 -
Health and Welfare - - -
Conservation and Development 107,552 - -
Debt Service:
Debt Service - - 1,410,000
Debt Interest - - 67.225
Bank Charges - - 1,000
Total Expenditures 7,027,310 2,694,865 1,478,225
Excess (Deficiency) of Revenues Over (Under) 606,067 125,707 (958,291)
Expenditures
OTHER FINANCING SOURCES (USES):
Sale of Real and Personal Property 36 44,650 -
Transfers In 24,707 - 840,000
Other Resources 226,500 - -
Transfers Out (Use) (840,000) - -
Total Other Financing Sources (Uses) (588,757) 44,650 840,000
Net Change in Fund Balances 17,310 170,357 (118,291)
Fund Balance - October 1 (Beginning) 7,524,692 905,405 148,271
Fund Balance - September 30 (Ending) $ 7542002 § 1075762 § 29,980

The accompanying notes are an integral part of this statement.
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Total
=™ Other Governmental
f' _J Funds Funds

~ $ 354904 § 6,651,023
- 1,427,843
- 6,475 119,272
‘ - 850,664
- - 399,369
. 44,903
™ 243,077 1,629,122
X 21,406 277,276
48 200,321
™ 625910 11,599,793
[
L 7.412 1,696,323
- 151,624 1,644,488
3,919 3,741,902
~ - 2,694,865
“ 239,831 239,831
. 107,552
) - 1,410,000
- - 67,225
- - 1,000
- 402,786 11,603,186
Ll 223,124 (3,393)
™
i - 44,686
- 864,707
- 226,500
= (24,707) (864,707)
e (24,707) 271,186
- 198,417 267,793
1 662,420 9,240,788
o= $ 860837 $ 9,508,581
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ERATH COUNTY, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2005

Total Net Change in Fund Balances - Governmental Funds $ 267,792

The county uses a internal service fund to charge the costs of certain activities primarily 18.661
to the governmental funds. The net income of thise internal service fund is reported

with governmental activities. The net effect of this consolidation is to increase net

assets.

Current year capital outlays and long-term debt principal payments are expenditures in 2,106,762
the fund financial statements, but they should be shown as increases in capital assets

and reductions in long-term debt in the government-wide financial statements. The net

effect of removing the 2005 capital outlays and debt principal payments is to increase

net assets.

Depreciation is not recognized as an expense in governmental funds since it does not (709,168)
require the use of current financial resources. The net effect of the current year's
depreciation is to decrease net assets.

Various other reclassifications and eliminations are necessary to convert from the (238,772)
modified accrual basis of accounting to accrual basis of accounting. These include

recognizing deferred revenue as revenue, adjusting current year revenue to show the

revenue earned from the current year's tax levy, eliminating interfund transactions,

reclassifying the proceeds of capital leases, and recognizing the liabilities associated

with maturing long-term debt and interest. The net effect of these reclassifications and

recognitions is to decrease net assets.

Change in Net Assets of Governmental Activities $ 1,445,275

The accompanying notes are an integral part of this statement.
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ERATH COUNTY, TEXAS
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
SEPTEMBER 30, 2005
" “Governmental
Activities -
Internal
Service Fund
ASSETS
Current Assets:
Cash and Cash Equivalents $ 24,376
Investments - Current 304,561
Total Assets 328,937
NET ASSETS
Unrestricted Net Assets 328,937
Total Net Assets $ 328,937

The accompanying notes are an integral part of this statement.
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ERATH COUNTY, TEXAS
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
_._FOR THE YEAR ENDED SEPTEMBER 30,2005 _ }
Governmental
Activities

Internal
Service Fund

OPERATING EXPENSES:
Personal Services - Salaries and Wages $ 5,350
Personal Services - Employee Benefits o 1,341
Total Operating Expenses L _6~§9_1
Operating Income (Loss) A 6.691)
NON-OPERATING REVENUES (EXPENSES):
Investment Earnings 7,947
Total Non-operating Revenue (Expenses) 7,947
Income Before Transfers 1,256
Non-Operating Transfer In 17,405
Change in Net Assets 18,661
Total Net Assets - October 1 (Beginning) 310,276
Total Net Assets - September 30 (Ending) S_ 328,937

The accompanying notes are an integral part of this statement.
10



ERATH COUNTY, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2005

Governmental
Activities -
Intemnal
Service Fund
Cash Flows from Operating Activities:

Cash Payments to Employees for Services $ (6.691)
Cash Flows from Capital & Related Financing Activities:

Transfers In 17,405
Cash Flows from Investing Activities:

Interest on Investments 7,947
Net Increase in Cash and Cash Equivalents 18,661
Cash and Cash Equivalents at Beginning of the Year: 310,276
Cash and Cash Equivalents at the End of the Year: $ 328937
Reconciliation of Operating Income (Loss) to Net Cash

Provided By (Used For) Operating Activities: s 6690)

Operating Income (Loss):

The accompanying notes are an integral part of this statement.
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ERATH COUNTY, TEXAS
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
SEPTEMBER 30, 2005
Agency
Fund
ASSETS
Cash and Cash Equivalents $ 845,058
Total Assets $ 845,058
LIABILITIES
Due to Others $ 845,058
Total Liabilities $ 845,058

The accompanying notes are an integral part of this statement.
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ERATH COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005

. SUMMARY OF SIGIFICANT ACCOUNTING POLICIES

The authority of county governments and their specific functions and responsibilities are created by and
dependent upon laws and legal regulations of the Texas State Constitution and V.A.C.S. Erath County (the
County) operates under a county judge/commissioners court type of government as provided by state statute.
The financial and reporting policies of the County conform to generally accepted accounting principles
("GAAP") applicable to state and local governments. Generally accepted accounting principles for local
governments include those principles prescribed by the Governmental Accounting Standards Board ("GASB"),
which includes all statements and interpretations of the National Council on Governmental Accounting unless
modified by the GASB, and those principles prescribed by the American Institute of Certified Public
Accountants in the publication entitled Audits of State and Local Governmental Units.

A. REPORTING ENTITY

The accounting and reporting framework and the more significant accounting principles and practices are
discussed in subsequent sections of this Note. The remainder of the Notes are organized to provide
explanations, including required disclosures, of the County’s financial activities for the fiscal year ended
September 30, 2005.

The County is a body corporate and political which performs all local government functions within its
Jurisdiction. The County is governed by an elected County Judge and four County Commissioners elected from
individual precincts. The Judge and four Commissioners form the governing body, the Commissioners’ Court.
Various branches of the County government are led by duly elected officials who serve in their positions. These
other elected officials are responsible only to the voters for their performance and for the operations of their
individual offices but must seek budget approval from the Commissioners’ Court.

There are no component units (other governmental entities) over which the County exercises significant controls
or has oversight responsibility.

B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The Statement of Net Assets and the Statement of Activities are government-wide financial statements. They
report information on all of the Erath County nonfiduciary activities with most of the interfund activities
removed. Governmental activities include programs supported primarily by taxes, fines and fees, grants and
other intergovernmental revenues.

The Statement of Activities presents a comparison between expenses and program revenues for each function of
the County’s governmental activities. Direct expenses are those that are specifically associated with a program
or function and, therefore, are clearly identifiable to a particular function. Program revenues include a) fees,
fines and charges paid by the recipients of goods or services offered by the program, and b) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular program.
Revenues that are not classified as program revenues, including all taxes, are presented as general revenues.

Interfund activities between governmental funds and proprietary funds appear as due to/due froms on the
governmental fund Balance Sheet and as other resources and other uses on the governmental fund Statement of
Revenues, Expenditures and Changes in Fund Balance. All interfund transactions between governmental funds
are eliminated on the government-wide statements. Interfund activities between governmental funds and
fiduciary funds remain as due to/due froms on the government-wide Statement of Activities.
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ERATH COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005

B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS, continued

The fund financial statements provide reports on the financial condition and results of operations for three fund
categories - governmental, proprietary, and fiduciary. Since the resources in the fiduciary funds cannot be used
for County operations, they are not included in the government-wide statements. The County considers some
governmental funds major and reports their financial condition and results of operations in a separate column.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues
and expenses result from providing services and producing and delivering goods in connection with a
proprietary fund's principal ongoing operations. All other revenues and expenses are non-operating.

C. MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION

The government-wide financial statements use the economic resources measurement focus and the accrual basis
of accounting, as do the proprietary fund and fiduciary fund financial statements. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of the related cash flows.
Property taxes are recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements use the current financial resources measurement focus and the modified
accrual basis of accounting. With this measurement focus, only current assets, current liabilities and fund
balances are included on the balance sheet. Operating statements of these funds present net increases and
decreases in current assets (i.e., revenues and other financing sources and expenditures and other financing
uses).

Under the modified accrual basis of accounting, revenues are recognized in the accounting period in which they
become measurable and available. Available means collectible within the current period or expected to be
collected within 60 days after year end and be used to pay liabilities of the current period. Expenditures are
generally recognized in the accounting period in which the fund liability is incurred, if measurable. Exceptions
to this general rule include unmatured principal and interest on general long-term obligations which are
recognized when due. This exception is in conformity with generally accepted accounting principles. Agency
funds are purely custodial (assets equal liabilities) and thus do not involve measurement of results of operations.

Property tax revenues and sales tax receipts are considered measurable and available when collected by the
respective intermediary collecting agency and recognized as revenue at that time. Property tax revenues are
considered measurable at the time of levy and are recognized as deferred revenue and taxes receivable, net of an
allowance for estimated uncollectible taxes, at that time. Property tax revenues are considered available if
collected within 60 days subsequent to year end. However, the amount of taxes collected in the period 60 days
subsequent to year end are considered immaterial and not recorded as current year revenue. All tax collections
expected to be received subsequent to year end are, therefore, reported as deferred revenues. Licenses and
permits, fines and forfeits, and miscellaneous revenues are recorded as revenues when received in cash because
they are generally not measurable until actually received. Investment earnings are recorded as earned, since
they are both measurable and available.

14



ERATH COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005

C. MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION, continued ‘

Intergovernmental revenues are recorded on a basis applicable to the legal and contractual requirements of the
individual grant programs. If funds must be expended on the specific purpose or project before any amounts
will be paid to the County, revenues are recognized as the expenditures or expenses are recorded. If funds are
virtually unrestricted and irrevocable, except for failure to comply with required compliance requirements,
revenues are recognized when received or susceptible to accrual. Federal and State grants awarded on the basis
of entitlement periods are recorded as intergovernmental receivables and revenues when entitlement occurs. All
other federal reimbursable-type grants are recorded as intergovernmental receivables and revenues when the
related expenditures are incurred.

The Proprietary Fund Types and Fiduciary Funds are accounted for on a flow of economic resources
measurement focus and utilize the accrual basis of accounting. This basis of accounting recognizes revenues in
the accounting period in which they are earned and become measurable and expenses in the accounting period
in which they are incurred and become measurable. The County applies all GASB pronouncements as well as
the Financial Accounting Standards Board pronouncements issued on or before November 30, 1989, unless
these pronouncements conflict or contradict GASB pronouncements. With this measurement focus, all assets
and all liabilities associated with the operation of these funds are included on the Statement of Net Assets. The
fund equity is segregated into invested in capital assets net of related debt, restricted net assets, and unrestricted
net assets.

D. FUND ACCOUNTING

The accounts of the County are organized on the basis of funds, each of which is considered a separate
accounting entity. The operations of each fund are accounted for with a separate set of self-balancing accounts
that comprise its assets, liabilities, fund equity, revenues, and expenditures or expenses, as appropriate.
Government resources are allocated to and accounted for in individual funds based upon the purposes for which
they are to be spent and the means by which spending activities are controlled. County funds do not include
funds held by County offices, which are not yet remitted to the County Treasurer. County funds are amounts
which have been received by the County Treasurer and which are subject to control by the Commissioners’
Court. These various County funds, which are reported as Governmental Funds in the financial statements of
this report, are grouped into three fund types: General Fund, Special Revenue Funds and Debt Service Fund.
The remaining funds held by other County offices are reported as Fiduciary Funds and are not subject to contro]
by the Commissioner’s Court.

Major Governmental Funds:

General Fund - The General Fund is the general operating fund of the County. It is used to account for all
financial resources except those required to be accounted for in another fund.

Road and Bridge Fund - The Road and Bridge Fund is a special revenue fund that is used to account for
resources used by the County in connection wit providing transportation services to its citizens.

Debt Service Fund - The Debt Service Fund is used to account for the accumulation of resources (other than

special assessments, expendable trusts, or major capital projects) that are legally restricted to expenditures for
the specified purpose of the retirement of long-term debt.

15



ERATH COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005

D. FUND ACCOUNTING, continued

Non-Major Governmental Funds:

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of specific revenue
sources (other than special assessments, expendable trusts, or major capital projects) that are legally restricted to
expenditures for specified purposes.

Proprietary Funds:

Internal Service Funds — The County uses theses funds to account for the financing of goods or services
provided by one department or other departments of the County, on a cost-reimbursement basis.

Fiduciary Funds:

Fiduciary Funds, which include funds held by County offices, also are used to account for assets held by the
County in a trustee capacity or as an agent for individuals, private organizations, other government, and/or other
funds. These include Agency Funds. Agency Funds are custodial in nature (assets equal liabilities) and do not
involve measurement of results of operations. Formal budgetary accounting is not required for Fiduciary Funds.

E. OTHER ACCOUNTING POLICIES

1. The County considers all highly liquid investments purchased with an original maturity of three
months or less to be cash equivalents.

2. In the government-wide financial statements and Proprietary Fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund type statement of
net assets. Bond premiums and discounts, as well as issuance costs, are deferred and amortized
over the life of the bonds using the effective interest method.

In the fund financial statements, governmental fund types recognized bond premiums and discounts
as well as bond issuance costs, during the current period. The face amount of debt issued is
reported as other financing sources. Premiums received on debt issuances are reported as other
financing sources, while discounts on debt issuances are reported as other financing uses. Issuance
costs, whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.

3. Capital assets, include land, buildings, furniture and equipment and are reported in the applicable
governmental activities columns in the government-wide financial statements. Capital assets are
defined by the County as assets with an initial, individual cost of more than $5,000 and an
estimated useful life in excess of two years. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair
market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially

extend assets lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed.
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ERATH COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005

E. OTHER ACCOUNTING POLICIES, continued

Buildings, vehicles, furniture and equipment of the County are depreciated using the straight line
method over the following estimated useful lives:

Assets Years
Buildings and Improvements 30-40
Vehicles and Heavy Equipment 3-12

4.  The County provides statutory workers’ compensation insurance for its employees through Texas
Association of Counties ("TAC"), a joint insurance fund, in which the County is a member.

5. In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by parties for use for a
specific purpose. Designations of fund balance represent tentative management plans that are
subject to change. Amounts reserved in the various governmental funds are as follows:

Road and Bridge $ 1,075,762
Debt Service Fund 29,980
All Other Special Revenue Funds 860,837
Total Reserved Fund Balance $ 1,966,579
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ERATH COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005

I RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

A. EXPLANATION OF CERTAIN DIFFERENCES BETWEEN THE GOVERNMENTAL FUNDS
BALANCE SHEET AND THE GOVERNMENT-WIDE STATEMENT OF NET ASSETS

Page 4 provides the reconciliation between the fund balance for total governmental funds on the governmental
fund balance sheet and the net assets for governmental activities as reported in the government-wide statement
of net assets. One element of that reconciliation explains that capital assets are not financial resources and are
therefore not reported in governmental funds. In addition, long-term liabilities, including bonds payable, are not
due and payable in the current period and are not reported as liabilities in the funds. The details of capital assets
and long-term debt at the beginning of the year were as follows:

Net Value at
Capital Assets Historic Accumulated  the Beginning Change in
at the Beginning of the Year Cost Depreciation of the Year Net Assets
Land $ 546,850 § - $ 546,850 $
Buildings and Improvements 8,555,114 2,568,484 5,986,630
Furniture and Equipment 6,498,307 3,945,593 2,552,714
$ 15,600,271 $§ 6,514,077 $ 9,086,194
Change in Net Assets 9,086,194
Payable at the
Long-term Liabilities Beginning of
at the Beginning of the year the Year
Bonds Payable $ 1,410,000
Compensated Absences 135,013
Change in Net Assets $ 1,545,013 (1,545,013)
Net Adjustment to Net Assets , $ 7,541,181
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ERATH COUNTY, TEXAS

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2005

B. EXPLANATION OF CERTAIN DIFFERENCES BETWEEN THE GOVERNMENTAL
FUND STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCES AND THE GOVERNMENT-WIDE STATEMENT OF ACTIVITIES

Page 6 provides a reconciliation between the net changes in fund balance as shown on the governmental fund
Statement of Revenues, Expenditures, and Changes in Fund Balances and the Changes in Net Assets of
governmental activities as reported on the government-wide statement of activities. One element of that
reconciliation explains that current year capital outlays and debt principal payments are expenditures in the fund
financial statements, but should be shown as increases in capital assets and decreases in long-term debt in the
government-wide statements. This adjustment affects both the net asset balance and the change in net assets.

The details of this adjustment are as follows:

Adjustmentsto  Adjustments
Changes in to
Amount Net Assets Net Assets
Current Year Capital Outlay
Furniture and Equipment $ 644839 $ $
Total Capital Outlay 644,839 644,839 644,839
Debt Principal Payments
Bond Principal $ 1,410,000
Capital Lease 51,923
1,461,923 1,461,923 1,461,923
Total Adjustment to Net Assets $ 2,106,762 $ 2,106,762

Another element of the reconciliations on Pages 4 and 6 is described as various other reclassifications and
eliminations necessary to convert from the modified accrual basis of accounting to accrual basis of
accounting. This adjustment is the result of several items. The details for this element are as follows:

Adjustments Adjustments
to Changes to
Amount in Net Assets Net Assets
Adjustments to Revenue and Deferred Revenue
Taxes Collected from Prior Year Levies 3 112,204 $ (112,204) $ -
Uncollected Taxes (assumed collectible) from
Current Year Levy 56,090 56,090 56,090
Uncollected Taxes (assumed collectible) from
Prior Year Levy 232,403 - 232,403
Difference in Prior Year and Current Year
Estimates 55,133 55,133 -
Other
Other Office Receivables 465,301 - 465,301
Changes in Other Office Receivables 79,305 (79,305) (79,305)
Increase in Compensated Absences 8,138 (8,138) (8,138)
Proceeds from Capital Leases 150,348 (150,348) (150,348)
$ (38772) $ 516,003
19
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ERATH COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005

STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. BUDGETARY DATA

The County follows these procedures in establishing budgetary data reflected in these financial statements:

L.

In the event the Commissioners’ Court increases property taxes three percent or less, no public
hearing is required. If the Court increases taxes more than three but less than eight percent, then a
public hearing is required prior to final adoption. If the Court increases taxes more than eight
percent, a public hearing is required and taxes are subject to a rollback petition and election.
Beginning with the 1999 tax levy, any increase in property taxes will require a public hearing.

Public hearings are conducted at the Erath County Courthouse to obtain taxpayer comments.

Prior to October 1, the budget is legally enacted through adoption of an order by the
Commissioners’ Court.

Any Amendments, which alter expenditures of any department, must be approved by the
Commissioners’ Court. There must be an emergency condition existing in order for the Court to
increase the total budget.

Budgets for the various funds are adopted on a basis consistent with generally accepted accounting
principles (GAAP), with the exception of tax revenues being reported on the cash basis. Budget
and actual amounts are recorded on the same basis.

Expenditures in excess of appropriations are required by state statutes to be reported down to the
department classification.

The budgeted amounts presented in these statements are as originally adopted, or as amended by,
the commissioners’ Court during the year ended September 30, 2005.

B. EXPENDITURES IN EXCESS OF APPROPRIATIONS

Expenditures exceeded appropriations in one category of the General Fund.

DETAILED NOTES ON ALL FUNDS AND ACCOUNT GROUPS

A. DEPOSITS, SECURITIES AND INVESTMENTS

Legal and Contractual Provisions Governing Deposits and Investments

The funds of the County must be deposited and invested under the terms of a contract, contents of which are set
out in the Depository Contract Law. The depository bank places approved pledged securities for safekeeping
and trust with the County's agent bank in an amount sufficient to protect County 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,
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ERATH COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005

A. DEPOSITS, SECURITIES AND INVESTMENTS, continued

At September 30, 2005, the carrying amount of the County's deposits (cash, certificates of deposit, and interest-
bearing savings accounts included in temporary investments) was $2,241,457 and the bank balance was
$2,402,455.

The Public Funds Investment Act (Government Code Chapter 2256) contains specific provisions in the areas
of investment practices, management reports and establishment of appropriate policies. Among other things, it
requires the County to adopt, implement, and publicize an investment policy. That policy must address the
following areas: (1) safety of principal and liquidity, (2) portfolio diversification, (3) allowable investments, (4)
acceptable risk levels, (5) expected rates of return, (6) maximum allowable stated maturity of portfolio
investments, (7) maximum average dollar-weighted maturity allowed based on the stated maturity date for the
portfolio, (8) investment staff quality and capabilities, (9) and bid solicitation preferences for certificates of
deposit. Statutes authorize the County to invest in (1) obligations of the U.S. Treasury, certain U.S. agencies,
and the State of Texas; (2) certificates of deposit, (3) certain municipal securities, (4) money market savings
accounts, (5) repurchase agreements, (6) bankers acceptances, (7) mutual funds, (8) investment pools, (9)
guaranteed investment contracts, (10) and common trust funds. The Act also requires the County to have
independent auditors perform test procedures related to investment practices as provided by the Act. The
County is in substantial compliance with the requirements of the Act and with local policies.

Investments at September 30, 2005 consisted of the following:

Certificates of Deposit $ 4,000,000
TexPool 3,844,693
$ 7,844,693

Local government investment pools operate in a manner consistent with the SEC’s Rule 2a7 of the Investment
Company Act of 1940. Local government investment pools use amortized cost rather than market value to
report net assets to compute share prices. Accordingly, the fair value of the position in these pools is the same
as the value of the shares in each pool.

TexPool is organized in conformity with the Interlocal Cooperation Act, Chapter 791 of the Texas Government
Code, and the Public Funds Investment Act, Chapter 2256 of the Texas Government Code. The Texas
Comptroller of Public Accounts is the sole officer, director and shareholder of the Texas Treasury Safekeeping
Trust Company, which is authorized to operate TexPool. In addition, the TexPool Advisory Board advises on
TexPool’s Investment Policy. This Board is composed equally of participants in TexPool and other persons
who do not have a business relationship with TexPool who are qualified to advise TexPool.

TexPool is subject to annual review by an independent auditor consistent with the Public Funds Investment Act.
KPMG Peat Marwick, 111 Congress Avenue, Suite 1100, Austin, Texas 78701 performs the annual audit. In
addition, TexPool is subject to review by the State Auditor’s Office and by the Internal Auditor of the
Comptroller’s Office.

Policies Governing Deposits and Investments

In compliance with the Public Funds Investment Act, the County has adopted a deposit and investment policy.
That policy does address the following risks:
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ERATH COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005

A. DEPOSITS AND INVESTMENTS, continued

Custodial Credit Risk — Deposits: This is the risk that in the event of bank failure, the County’s deposits may
not be returned to it. The County was not exposed to custodial credit risk since its deposits at year-end and
during the year ended September 30, 2005 were covered by depository insurance or by pledged collateral held
by the County’s agent bank in the County’s name.

Custodial Credit Risk ~ Investments: This is the risk that, in the event of the failure of the counterparty, the
County will not be able to recover the value of its investments or collateral securities that are in the possession
of an outside party. Investments are subject to custodial credit risk only if they are evidenced by securities that
exist in physical or book entry form. Thus positions in external investment pools are not subject to custodial
credit risk because they are not evidenced by securities that exist in physical or book entry form.

Other Credit Risk: There is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. To minimize credit risk, TexPool’s investment policy allows the portfolio’s investment manager to
only invest in obligations of the U.S. Government, its agencies; repurchase agreements; and no-load AAAm
money market mutual funds registered with the SEC. As of September 30, 2005, TexPool’s investments credit
quality rating was AAAm (Standard & Poor’s).

B. PROPERTY TAX

Property taxes are levied by October 1 in conformity with Subtitle 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.

Legislation was passed in 1979 and amended in 1981 by the Texas Legislature that affects the methods of
property assessment and tax collection in the County. This legislation, with certain exceptions, exempts
intangible personal property, household goods and family-owned automobiles from taxation. In addition, this
legislation creates a “Property Tax Code” and provides, among other things, for the establishment of county
wide Appraisal Districts and for the State Property Tax Board which commenced operation in January, 1980.

Erath County Appraisal District appraises property values in the County. The Erath County Tax Assessor-
Collector assesses and collects the County’s property taxes. The County is required under the Property Tax
Code to assess all property within the Appraisal District on the basis of 100% of its appraised value and is
prohibited from applying any assessment ratios. Beginning January 1, 1984, the value of property within the
Appraisal District must be reappraised every three years. The County may challenge appraised values
established by the Appraisal District through various appeals and, if necessary, legal action. Under this
legislation, the County continues to set tax rates on County property. However, if the effective tax rates for
bonds and other contractual obligations and adjustments for new improvements, exceeds the rate for the
previous year by more than 8%, qualified voters of the County may petition for an election to determine whether
to limit the tax rate to no more than 8% above the effective tax rate of the previous year.

The County is permitted by Article 8, Section 9 of the State of Texas Constitution to levy taxes up to $0.80 per
$100 of assessed valuation for general governmental services including the payment of principal and interest on
general obligation long-term debt. A practical limitation on taxes levied for debt service is $1.50 per $100 of
assessed valuation as established by the Attorney General of the State of Texas.
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ERATH COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005

B. PROPERTY TAX, continued

The County's taxes on real property are a lien against such property until paid. The County may foreclose real
property upon which it has a lien for unpaid taxes. Although the County makes little effort to collect delinquent
taxes through foreclosure proceedings, delinquent taxes on property not otherwise collected are generally paid
when there is a sale or transfer of the title on property.

The tax rates assessed for the year ended September 30, 2005 to finance maintenance and operations of the
County and the payment of principal and interest on long-term debt were $0.4380 and $0.0245 per $100
valuation, respectively, for a total of $0.4625 per $100 valuation.

Property tax revenues are recorded as receivables and deferred revenue at the time the tax levy is billed.

Revenues are recognized as the related property taxes are collected and are prorated between maintenance and

debt service based on rates adopted for the year of the levy. Allowances for uncollectibles within funds are
- based upon historical experience in collecting property taxes.

C. PROPERTY TAX RECEIVABLE

The following schedule details property taxes receivable by fund:

Property Allowance
Taxes for
Receivable Uncollectible Total
General $ 284,729 $ 110,236 3 174,493
Indigent Health 36,185 14,009 22,176
Road and Bridge 125,005 48,397 76,608
Debt Service 24,763 9,587 15,176
Total $ 470,682 $ 182,229 $ 288,453

D. INTERFUND BALANCES AND TRANSFERS
There were no interfund receivables or payables at September 30, 2005.

Interfund transfers during the year ended September 30, 2005 consisted of the following amounts:

Transfers from the General Fund to Debt Service Fund 3 840,000
Transfers from Special Revenue Fund to General Fund $ 24,707
23
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ERATH COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005

E. DISAGGREGATION OF RECEIVABLES AND PAYABLES

Receivables at September 30, 2005, were as follows:

Property Accounts Total
Taxes Receivable Receivables
Governmental Activities
General Fund $ 284,729 $ 181,534 $ 466,263
Road and Bridge Fund 125,005 14,849 139,854
Debt Service 24,763 2,550 24,763
Other Non-major Governmental Funds 36,185 - 38,735
Total — Governmental Activities $ 470,682 3 198,933 $ 669,615
Amounts not scheduled for collection during
the subsequent year $ 182,229 3 - $ 182,229
Payables at September 30, 2005 were as follows:
Accounts Salaries Due to Other Due to
Payable Payable Governments Others Total
Governmental Activities
General Fund $ 86843 $ 121,397 $ 76971 $ 22115 $ 307,326
Road and Bridge Fund 79.422 40,256 - - 119,678
Other Non-major Governmental
Funds 9,111 2,108 9,302 - 20,521
Total — Governmental Activitics $ 175376 $ 163,761 $ 86273 $§ 22,115 $ 447525
F. CAPITAL ASSET ACTIVITY
Capital asset activity for the County for the year ended September 30, 2005 was as follows:
Balance Balance
October 1, September 30,
2004 Additions Retirements 2005
Governmental Activities:
Land 3 546,850 b - $ - $ 546,850
Buildings and Improvements 8,555,114 - - 8,555,114
Furniture and Equipment 6,498,307 644,839 213,933 6,929,213
Totals at Historic Cost 15,600,271 644,839 213,933 16,031,177
Less Accumulated Depreciation:
Buildings and Improvements 2,568,484 208,411 - 2,776,895
Fumniture and Equipment 3,945,593 500,757 213,933 4,232.417
Total Accumulated Depreciation 6,514,077 709,168 213.933 7,009,312
Governmental Activities Capital
Assets, Net $ 9,086,194 $ (64329) % - § 9,021,865
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ERATH COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005
F. CAPITAL ASSET ACTIVITY, continued

Infrastructure assets (roads and bridges) are not included in Erath County’s capital assets as of the end of fiscal
year 2005. Under GASB 34, Phase III governments are not required to report these assets retroactively.

Current year depreciation expense was charged to governmental functions as follows:

General Government $ 106,648
Judicial 52,082
Public Safety 197,130
Road and Bridge 353,308

Total Depreciation Expense $ 709,168

G. CAPITAL LEASES

The County has entered into a capital lease for the purchase of heavy equipment which meets the criteria for a
capital lease.

Assets acquired through capital leases are as follows:
Heavy equipment $ 150,348

Debt service requirement are as follows:

Year Ending Total
September 30, Principal Interest Requirements
2006 $ 48,331 $ 3,592 $ 51,923
2007 50,094 1,828 51,922
$ 98,425 $ 5,420 $ 103,845

H. GENERAL LONG-TERM DEBT

Current requirements for bonded indebtedness of the County are accounted for in the Debt Service Fund. The
principal long-term obligations of the County include general obligation refunding bonds and the accrued
liability for compensated absences.

The County issued $3,320,000 in General Obligation Refunding Bonds — 1994 Series, during the year ended
September 30, 1994. Interest on the bonds is due semi-annually at rates ranging from 2.75% to 4.80%. The
bonds mature serially through 2007. Proceeds were used to refund certain Certificates of Obligation, Series
1987-A and General Obligation Refunding Bonds, Series 1989.

The 1994 Series General Obligation Refunding Bonds were paid in full during the current year ended
September 30, 2005.
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ERATH COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005

I.  CHANGES IN LONG-TERM LIABILITIES

Activity for long-term debt for the year ended September 30, 2005 was as follows:

Balance Balance Due Within

10/1/04 Increase Decrease 9/30/05 One Year

1994 Refunding Bonds $ 1,410,000 3 - $ 1410000 $ - 3 -
Capital Lease - 150,348 51,923 98,425 48,331

Compensated Absences 135,013 8,138 - 143,151 -
Totals $ 1545013 $ 158486 $ 1461923 $ 241576 § 48,331

J.  COMPENSATED ABSENCES

County policy allows accrual of vacation and sick pay benefit for all employees other than elected and
appointed officials. The expense of the benefits is recognized when incurred. Vacation pay is paid upon
termination if the employee gives two weeks’ notice or is terminated by the County. Ten percent of sick pay is
paid upon termination. At September 30, 2005 the value of accumulated vacation benefits was $100,379 and
the value of accumulated sick pay benefits was approximately $42,772, for a total of $143,151.

Due to the current portion of accrued vacation pay and sick pay being immaterial, the entire liability has been
classified as long-term.

K. DEFERRED REVENUE

Deferred revenue at year-end as reported on Page 3 of the Funds Statements consisted of the following:

General Road and Debt Other
Fund Bridge Fund Service Funds Total

Net Tax Revenue $ 174,493 3 76,608 $ 15,176 3 22,176 $ 288,453

Adjustments required for Govemnment-Wide Statement of Net Assets decreased deferred revenue by $288,453.
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ERATH COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005

L. RISK MANAGEMENT

The County has risk exposure in various areas including general liability, workers compensation, automobile
liability, property damage, etc. To reduce its risk exposure in these areas, the County is a member of Texas
Association of Counties Risk Pool ("the Pool") for liability, property, and worker’s compensation. The Pool is
a public entity risk pool and was creased based on the general objectives of formulating, developing and
administering a program of self-insurance for the membership and obtaining lower costs for coverage. The Pool
coverage is offered through interlocal agreements between the Pool and counties. The Pool has the power to
establish fees, contributions and methods for establishing rates. Under contract with the Pool, the Association
provides for such services as claims administration and management, underwriting, loss control services and
training, and financial reporting for its members. The Association submits sealed bids to counties during the bid
process. The Pool is governed by a Board of Directors made up of employees or officials of counties, which are
members of the Pool. Member counties make contributions to the Pool, and the pool provides insurance
coverage and applicable reinsurance or stop loss coverage. The insurance policies carry various deductibles and
aggregate maximum loss totals. The by-laws of the pool are detailed in a separate document, which can be
obtained from the Texas Association of Counties, 1210 San Antonio Street, Austin, TX 78701.

M. HEALTH CARE

During the year ended September 30, 2005, employees of the County were covered by a health insurance plan.
Employees had the option of participating in either an HMO or PPO provider plan. Employees, at their option,
authorize payroll withholdings to pay remaining premiums for dependents. All premiums were paid to a
licensed insurer. The plan was authorized by Article 3.51.2 of the Texas Insurance Code and was documented
by contract agreement. For fiscal year 2005, the County paid $685,941 in net premiums,

N. RETIREMENT PENSION PLAN

Plan Description;

The County provides retirement, disability, and death benefits for all of its full-time employees through a
nontraditional defined benefit plan in the statewide Texas County and District Retirement System (TCDRS).
The Board of Trustees of TCDRS is responsible for the administration of the statewide agent multiple-employer
public employee retirement system consisting of 559 nontraditional defined benefit pension plans. TCDRS in
the aggregate issues a comprehensive annual financial report (CAFR) on a calendar year basis. The CAFR is
available upon written request from the TCDRS Board of Trustees at P.O. Box 2034, Austin, Texas 78768-
2034,

The plan provisions are adopted by the Commissioners’ Court within the options available in the Texas state
statutes governing TCDRS (TCDRS Act). Members can retire at ages 60 and above with 8 or more years of
service, with 20 years of service regardless of age, or when the sum of their age and years of services equals 75
or more. Members are vested after 8 years of service but must leave their accumulated deposits in the planto
receive any employer-financed benefit. Members, who withdraw their personal contributions in a lump sum, are
not entitled to any amounts contributed by their employer.

Benefit amounts are determined by the sum of the employees deposits to the plan, with interest, and employer-
financed monetary credits. The level of these monetary credits is adopted by the Commissioners’ Court within
the actuarial constraints imposed by the TCDRS Act so that the resulting benefits can be expected to be
adequately financed by the County’s commitment to contribute. At retirement, death, or disability, the benefit is
calculated by converting the sum of the employee's accumulated deposits and the employer-financed monetary
credits to a monthly annuity using annuity purchase rates prescribed by the TCDRS Act.
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ERATH COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005

N. RETIREMENT PENSION PLAN, continued

Funding Policy:

The County has elected the annually determined contribution rate (Variable-Rate) plan provisions of the
TCDRS Act. The plan is funded by monthly contributions from both employee members and the employer
based on the covered payroll of employee members. Under the TCDRS Act, the contribution rate of the
employer is actuarially determined annually. The County contributed using the actuarially determined rate of
7.84% for the months of the accounting year in 2004, and 7.65% for the months of the accounting year 2005.

The deposit rate payable by the employee members for calendar year 2005 is the rate of 7% as adopted by the
Commissioners’ Court. The employee deposit rate and the employer contribution rate may be changed by the
Commissioners’ Court within the options available in the TCDRS Act.

Annual Pension Cost:

For the employer’s accounting year ending September 30, 2005, the annual pension cost for the TCDRS plan
for its employees was $319,228, and the actual contributions were $319,228.

The annual required contributors were actuarially determined as a percent of the covered payroll of the
participating employees, and were in compliance with the GASB Statement No. 27 parameters based on the
actuarial valuations as of December 31, 2002 and December 31, 2003, the basis for determining the contribution
rates for calendar years 2004 and 2005. The December 31, 2004 actuarial valuation is the most recent
valuation.

Actuarial Valuation Information:

Actuarial valuation date 12/31/2002 12/31/2003 12/31/2004
Actuarial cost method Entry age Entry age Entry age
Amortization method Level percentage Level percentage Level percentage
of payroll, open of payroll, open of payroll, open
Amortization period 20 years 20 years 20 years
Asset valuation method Long-term Long-term Long-term
appreciation with appreciation with appreciation with
adjustment adjustment adjustment

Actuarial Assumptions:

Investment return* 8.00% 8.00% 8.00%
Projected salary increases* 5.50% 5.50% 5.50%
Inflation 3.50% 3.50% 3.50%
Cost of living adjustments 0.00% 0.00% 0.00%

*Includes inflation at the stated rate
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ERATH COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005

N. RETIREMENT PENSION PLAN, continued

Trend Information for the Retirement Plan
For the Employees of Erath County

Annual Percentage of
Accounting Pension Cost APC Net Pension
Year Ending (APO)I Contributed Obligation
9/30/2003 $ 322,976 100% 3 -
9/30/2004 344,146 100% -
9/30/2005 319,228 100% -
Schedule of Funding [nformation
Actuarial UAAL as a
Actuarial Accrued Unfunded Percentage
Actuarial Value of Liability AAL Funded Annual of Covered
Valuation Assets (AAL) (UAAL) Ratio Covered Payroll
Date (a) (b) (b-a) (a’b) Payroll (c) ((b-a)/c)
12/31/02 $ 6,678,133 $ 7,886,390 $ 1,208,257 84.68% $ 4,284,092 28.20%
12/31/03 7,663,716 8,852,026 1,188,310 86.58% 4,384,695 27.10%
12/31/04 8,420,161 9,633,917 1,213,756 87.40% 4,462,934 27.20%
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ERATH COUNTY, TEXAS
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL - GENERAL FUND

Data
Control
Codes

REVENUES:

Taxes:

Property Taxes

Other Taxes

Penalty and Interest on Taxes
Licenses and Permits
Intergovernmental Revenue and Grants
Charges for Services
Fines
Investment Earnings
Other Revenue

5110
5180
5190
5200
5300
5400
5510
5610
5700

5020 Total Revenues

EXPENDITURES:
Current:

0010 General Government

0012 Judicial

0020 Public Safety

0060 Conservation and Development
6030 Total Expenditures
1100  Excess (Deficiency) of Revenues Over (Under)

Expenditures

OTHER FINANCING SOURCES (USES):
7912 Sale of Real and Personal Property
7915 Transfers In

7949 Other Resources

8911 Transfers Out (Use)

7080

1200 Net Change

0100 Fund Balance - October 1 (Beginning)

3000 Fund Balance - September 30 (Ending)

FOR THE YEAR ENDED SEPTEMBER 30, 2005

Budgeted Amounts

Original

Final

Actual Amounts

Variance With
Final Budget
Positive or
(Negative)

Total Other Financing Sources (Uses)

$ 6,722,993 §

30

$ 4,011,207 $ 401,207 § 4,064,010 §$ 52,803
1,240,000 1,240,000 1,427,843 187,843
60,000 60,000 75,558 15,558
5,000 5.000 25,393 20,393
402,970 436,153 366,089 (70,064)
24,000 24,000 44,903 20,903
950,780 968,733 1,386,045 417,312
83,100 83,100 212,864 129,764
32,025 32,025 30,672 (1.353)
6,809,082 6,860,217 7,633,377 773,160
2,763,648 1,965,786 1,688,911 276,875
1,727,493 1,763,699 1,492,864 270,835
3,024,288 3,635,830 3,737,983 (102,153)
122,782 122,032 107,552 14,480
8,238,211 7.487,347 7.027,310 460,037
(1,429,129) (627.130) 606,067 1,233,197
1,300 1,300 36 (1,264)
1,466,130 1,466,130 24,707 (1,441,423)
- - 226,500 226,500
(340,000) (840,000) (840,000) -
627,430 627,430 (588,757 (1.216,187)
(801,699) 300 17,310 17,010
7,524,692 7,524,692 7,524,692 -

7524992 §

7,542,002

$ 17.010



ERATH COUNTY, TEXAS

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - ROAD AND BRIDGE
FOR THE YEAR ENDED SEPTEMBER 30, 2005

REVENUES:

Taxes:

Property Taxes

Penalty and Interest on Taxes
Licenses and Permits
Intergovernmental Revenue and Grants
Investment Eamings
Other Revenue

Total Revenues

EXPENDITURES:
Current:

Road & Bridge

Total Expenditures

Excess (Deficiency) of Revenues Over (Under)
Expenditures

OTHER FINANCING SOURCES (USES):
Sale of Real and Personal Property
Transfers In
Transfers Out (Use)

Total Other Financing Sources (Uses)

Change in Fund Balance
Fund Balance - October | (Beginning)

Fund Balance - September 30 (Ending)

‘ Actuaﬁu 7 \}zruiuﬁccAWilh
. ‘ Final Budget
e ﬁBUdt."dffl Am?ums I GAAP BASIS Positive or
Original Final (See Note) (Negative)

M) 1,644,065 $ 1.644,065 S 1.723.505 S 79,440
22,700 22,700 30.376 7.676
774,000 774.000 825,271 51.271
31.500 31,500 33,280 1.780
9.500 9,500 38.539 29,039
212,000 212,000 169,601 (42.399)
2,693,765 2,693,765 2,820,572 126,807
3.019.661 3.045911 2,694,865 351.046
3.019.661 3.045911 2,694,865 351,046
(325.896) (352,146) 125,707 477853
252,746 200.107 44,650 (155.457)
231,532 310422 - (310.422)
(140,000) (140.000) - 140,000
344,278 370.528 44,650 (325.878)
18,382 18,382 170,357 151975
905.405 905.405 905.405 -
$ 923,787 $ 923,787 $ 1,075,762 $ 151,975
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ERATH COUNTY, TEXAS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - DEBT SERVICE FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2005

Actual Variance With
X Final Budget
Budgeted Amounts GAAP BASIS Positive or
Original Final (Sce Note) (Negative)
REVENUES:
Taxes:
Property Taxes S 492,526 S 492,526 S 508,604 S 16,078
Penalty and Interest on Taxes 5,000 5.000 6.863 1,863
Investment Eamings 2,600 2,600 4,467 1,867
Total Revenues 500,126 500,126 519,934 19,808
EXPENDITURES:
Current:
Debt Service:
Debt Service 1,478,225 1,478,225 1,410,000 68,225
Debt Interest - - 67,226 (67,226)
Bank Charges - - 1,000 (1,000)
Total Expenditures 1,478,225 1,478,225 1,478,226 )
Excess (Deficiency) of Revenues Over (Under) (978,099) (978,099) (958,292) 19,807
Expenditures
OTHER FINANCING SOURCES (USES):
Transfers In 978,099 978,099 840,000 (138,099)
Total Other Financing Sources (Uses) 978,099 978,099 840,000 (138,099)
Change in Fund Balance - - (118,292) (118,292)
Fund Balance - October 1 (Beginning) 905,405 148,272 148,272 -
Fund Balance - September 30 (Ending) $ 905,405 $ 148,272 § 29,980 § (118,292)
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ERATH COUNTY, TEXAS
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS

g

3

3

SEPTEMBER 30, 2005
210 215 225
Indigent Law Courthouse
Health Library Scceurity
Care Fund Fund
ASSETS
Cash and Cash Equivalents $ 8,305 §$ 33,060 $ 199,010
Investments - Current 173,771 - -
Taxes Receivable 36,185 - -
Allowance for Uncollectible Taxes (credit) (14,009) - -
Receivables (net of allowance for uncollectibles) 1,129 - 291
Total Assets $ 205381 § 33,060 § 199,301

LIABILITIES AND FUND BALANCES

Accounts Payable $ 10 § 5737 $ -
Wages and Salaries Payable - - -
Due to State - - -

Deferred Revenues 22,175 - -
Total Liabilities 22,185 5,737 -

Fund Balances:

Reserved For:

Specific Purposes 183,196 27,323 199,301
Total Fund Balances 183,196 27,323 199,301
Total Liabilities and Fund Balances $ 205381 $ 33,060 $ 199,301
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¥

230 235 240 245 250 255 260 265
Unclaimed Records Records County District District Sheritt District
Property Management Preservation Attorney Hot  Attorney Hot  Attorney Bond Forfeiture Court Bond

Fund Fund Fund Check Fund Check Fund Forfeiture Fund Fund

$ 9,562 § 265376 $ 76,037 § 48831 § 6,487 $ 34,592 § 23,776 § -

- 33 131 966 - - - -

$ 9,562 §$ _265,409 § 76,168 § 49,797 $ 6,487 $ 34,592 $ 23,776 § -

3 -3 2,354 % -3 990 $ -5 -3 20 § -

- 2,108 - - - - - -

9,302 - - - - - - -

9,302 4,462 - 990 - - 20 -

260 260,947 76,168 48,807 6,487 34,592 23,756 -

260 260,947 76,168 48,807 6,487 34,592 23,756 -

$ L 9,56_2 $ 265409 $ 76,168 $ 49,797 $ 6,487 $ 34,592 $ 23,776 $ -
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ERATH COUNTY, TEXAS
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS

35

SEPTEMBER 30, 2005
. Total Total
Nonmajor Nonmajor
Special Governmental
Revenue Funds Funds
ASSETS
Cash and Cash Equivalents $ 705,036 § 705,036
Investments - Current 173,771 173,771
Taxes Receivable 36,185 36,185
Allowance for Uncollectible Taxes (credit) (14,009) (14,009)
Receivables (net of allowance for uncollectibles) 2,550 2,550
Total Assets $ 903,533 $ 903,533
LIABILITIES AND FUND BALANCES
Accounts Payable $ 9,111 § 9,111
Wages and Salaries Payable 2,108 2,108
Due to State 9,302 9,302
Deferred Revenues 22,175 22,175
Total Liabilities 42,696 42,696
Fund Balances:
Reserved For:
Specific Purposes 860,837 860,837
Total Fund Balances 860,837 860,837
Total Liabilities and Fund Balances $ 903,533 § 903,533




ERATH COUNTY, TEXAS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - NONMAJOR GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2005

210 215 225

Indigent Law Courthouse
Health Library Security
Care Fund Fund
REVENUES:
Taxes:
Property Taxes $ 354904 § - 3 -
Penalty and Interest on Taxes 6,475 : - -
Fines - 20,230 28,540
Investment Earnings 5.124 864 4,698
Other Revenue 48 . -
Total Revenues 366,551 21,094 33,238
EXPENDITURES:
Current:
General Government - - 7412
Judicial - 29,882 -
Public Safety - - -
Health and Welfare 239,831 - -
Total Expenditures v 239,831 29,882 7,412
Excess (Deficiency) of Revenues Over (Under) 126,720 (8,788) 25,826
Expenditures
OTHER FINANCING SOURCES (USES):
Transfers Out (Use) - - -
Total Other Financing Sources (Uses) - - -
Net Change in Fund Balance 126,720 (8,788) 25,826
Fund Balance - October 1 (Beginning) 56,476 36,111 173,475
Fund Balance - September 30 (Ending) 3 183,196 § 27,323 '§ 199,301
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235

230

240

255

260

265
Unclaimed Records Records County District District Sherift District
Property Management Preservation Attomey Hot  Attorney Hot  Attorney Bond Forteiture Court Bond
Fund Fund Fund Check Fund Check Fund Forteiture Fund Fund
- $ - - - - - $ - -
- 117,475 15,669 59,970 1,193 - - -
186 5,558 1,849 1,262 147 845 605 268
186 123,033 17,518 61,232 1,340 845 605 268
- 41,942 13,942 65,808 50 - - -
- - - - - - 3,919 -
o - 41,942 13,942 65,808 50 - 3919 -
186 81,091 3,576 (4,576) 1,290 845 3.314) 268
- - - - - - - (24,707)
- - - - - - - (24,707)
186 81,091 3,576 (4,576) 1,290 845 (3.314) (24,439)
74 179,856 72,592 53,383 5,197 33,747 27,070 24,439
260 $ 260,94_7 76,168 48,807_ 6,487 § 34592 § 23,756 -
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ERATH COUNTY, TEXAS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2005

Total Total

Nonmajor Nonmajor
Special Governmental
Revenue Funds Funds
REVENUES:
Taxes:
Property Taxes $ 354904 $ 354,904
Penalty and Interest on Taxes 6,475 6,475
Fines 243,077 243,077
Investment Earnings 21,406 21,406
Other Revenue 48 48
Total Revenues 625910 625,910
EXPENDITURES:
Current:
General Government 7,412 7,412
Judicial 151,624 151,624
Public Safety 3919 3,919
Health and Welfare ‘ 239,831 239,831
Total Expenditures 402,786 402,786
Excess (Deficiency) of Revenues Over (Under) 223,124 223,124
Expenditures
OTHER FINANCING SOURCES (USES):
Transfers Out (Use) (24,707) (24,707)
Total Other Financing Sources (Uses) (24,707) (24,707)
Net Change in Fund Balance 198,417 198,417
Fund Balance - October 1 (Beginning) 662,420 662,420
Fund Balance - September 30 (Ending) $ 860,837 $ 860,837
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE AND ON INTERNAL
CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Honorable Judge and
Members of the Commissioners' Court of
Erath County, Texas:

We have audited the basic financial statements of Erath County, Texas, as of and for the year
ended September 30, 2005, and have issued our report thereon dated February 24, 2006. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the County’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion
on the financial statements and not to provide assurance on the internal control over financial
reporting.

Our consideration of the internal control over financial reporting would not necessarily disclose
all matters in the internal control over financial reporting that might be material weaknesses. A
material weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements in
amounts that would be material in relation to the financial statements being audited may occur
and not be detected within a timely period by employees in the normal course of performing their
assigned functions. We noted no matters involving the internal control over financial reporting
and its operation that we consider to be material weaknesses. We did note other matters
involving the internal control structure and its operation that we have reported to the
management of Erath County, Texas, in a separate letter dated February 24, 2006.

Compliance and Other Matters

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

This report is intended for the information of the Commissioners’ Court and management and is
not intended to be used and should not be used by anyone other than these specified parties.

Stevald, %wm% 0Lt u,P

STOVALL, GRANDEY & ALLEN, LLP
Fort Worth, Texas
February 24, 2006

39

CERTIFHED PUBLEC ACCOUNTANTS & BUSINESS ADVISORS



