HousTON COUNTY, TEXAS

AUDITED FINANCIAL STATEMENTS
AND COMPLIANCE REPORTS

SEPTEMBER 30, 2017






INTRODUCTORY SECTION



I'his page lefi blank intentionally,



HOUSTON COUNTY., TEXAS
TABLE OF CONTENTS
SEPTEMEER 30, 2017

PAGE N

INTRODUCTORY SECTION

B T DT O [-2
Principal P ie: e o m o i R e e 3

FINANCIAL SECTION

Independent Ao Bepe e e A i s R R e 79
Management's Discussion and Analysis - unaudited.....coovmii i i [E-17

Basic Financial Statements
Covernment-wide Financial Slatements
Stenient O NAEE OIS S R e e e
AT O ALY TS 11ttt et ir ettt sttt et m st er e s e e r e amsm e e e et 24-25

Fund Financial Statements

Balance Sheet — Governmenlal FUunds i i it s isimsis e viesesesrssiessosens 28-2
Reconciliation of the Balance Sheet — Governmental Funds

10 the S1AIEIETIE T BEE POBIIION 11ttt ittt ettt e eaaeeeme s e aesasees s aseedaeees s sersimeentens 31
Staternent of Revenues, Expenditures, and Changes

in Fund Balance — Governmental FUnds ..o oo 32-33

Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Bulanee — Governmental Funds

10 the S1ALETIENL OF ACHIVITIES Lot iiiisieiiiemsamtieremteesessereesssareeraneseraesses esantessensassesasssssns 35
Statement of Fiduciary Net Position — Ageney Funds e 37
Motes 1o the Blmancia] S tatements i i v i v s e e s v o 41-5%

Required Supplementary Information - unaudited

Schedule of Revenues, Expenditures, and Changes in Fund

Balance — Budgctand Aclual — Genieral Fiiilt i, sion i st nii f]-62
Schedule of Revenues, Expendituras, and Changes in Fund

Balance — Budget and Actual — Road and Bridge Precinet Nou oo, a3
Schedule of Revenues. Expenditures, and Changes in Fund

Balance — Budgel and Actual — Road and Bridge Precinet Noo 2. 5
Schedule of Revenues, Expenditures, and Changes in Fund

Balance — Budget and Actual — Road and Bridge Precinel Now 3. 67y
Schedule of Revenues. Expenditures. and Changes in Fund

Balance — Budgel and Actual — Road and Bridge Precinet No, 4. i, ay
Schedule ol Revenues, Expenditures, and Changes in Fund

Bilance — Budget and Actual — FEMA Grant Fund s 71
Schedule of Changes in Met Pension Liability {Asset)

anel-Redattd Ration'— LSt Ter Woaby. i cmsimnvirimsiinpioa i s i osimose 1
Schedule of Pension Contributions — Last Ten Fiscal Years ..o T4
Nates to the Schedule of Pension Contribumions ... st oo 17



HOUSTON COUNTY, TEXAS
TABLE OF CONTENTS
SEPTEMBER 30, 2017

PAGE WL
SUPPLEMENTARY INFORMATION SECTION
Combining Fund Statements
Combining Balance Sheet -~ Nonmajor Governmental Funds....oiiiinnn 83
Cambining Statement of Revenues, Fxpenditures, and
Changes in Pund Balances — NMonmajor Governmental Funds oo B3
Combining Balance Sheet — Nonmajor Special Revenue Funds i  86-95
Combining Statement of Revenues, Expenditures, and
Changes in Fund Balances — Nonmajor Special Revenue Funds. 96105
Combining Statement of Fiduciary Assets and Liabilities. .o, | -1 09
COMPLIANCE SECTION
Independent Auditors’ Report on Internal Contrel over Financial
Reporting and on Compliance and Other Matters Based on an
Audit of Financial Starements Performed in Accordance with
Crovermmental duditing Stomcdardd oo [13-114
Independent Auditors’ Report on Compliance for Each Major
Program and on [nternal Control aver Compliance Required
b T TR CUIBIITER v i sims gunis e e ptn s s 5V SR i A R 9 e i i I15-118
Schedule of Expenditures of Faderal Awards. o iciississsis s 117-118
Notes to the Schedule of Expenditures of Tederal Awards....e i i 19
Schedule of Findings and CQuestioned Costs
Section | — Summary of Auditors” ReSulls oo 2]
Section Il — Financial Statements Audit Findings o 122-123
Section 111 — Major Federal Award Programs Audil Findings
ATTE] DS Tl TONETE i i i s 3 e o6 b 3 P T S 0 0y i s Gy T
..................... 125

Summary Schedule of Prioe Audil Findings s s

]



HOUSTON COUNTY. TEXAS
PRINCIPAL PUBLIC OFFICIALS
AT SEPTEMBER 30, 2017

COMMISSIONERS COURT

I LBV et tetianrinsasinrrmrensreressensasneresrarsssenissassansassensersansnnsams s spasdssasnss apanssnss b s ssmsmsesarmeesns County Judge
GATY LOVELL ooy s s s et et e m s mn s e antae e e raens Commissioner Precinet No. |
VDR I IO R s s s i e A S R e s R Commissioner Precinet No, 2
PP FIN i mmpo s o o R0 R e 3 B e o TS SR Commissioner Precinct No. 3
EEnhon BaHUm wosm s i i s e Commissicner Precinet No. 4

COUNTY ELECTED OFFICIALS

BT TTS LK T 1ti ittt ettt et e et e et seam e bt e e s e amtens e e e ame st et e e an s Constable Precinet No. |
L] T | T — Constable Precinct No. 2
AP S BRI 5 s s s e o T e i T S S e B T e S s County Allorney
Bridpel Laimby i s mninmii s anninsiie sasinisnnnnnnaanaanm County Clerk
Ry T B o b s R R s R e County Court at Law
L T e L County Surveyor
LT L O County Treasurer
L A OO lustice of the Peace, Precinet No, |
BOtINIE P oot oo satisigain s iS4 s b b ST s P lustice ol the Peace, Precinet No, 2
el BB it g it s b i 4 S e B i Sheritt
L A r e s T T B R O A T Tax Assessor/Collector

DISTRICT ELECTED OFFICIALS

[ Blolala: WOToTqulhio A T PP District Altorney, 339th Judicial District
L T BT o v e R N e S S e e e e Bt District Clerk
Mark A D CAlREoT i i m i b s s b District Judge, 3rd Judicial District
Par e T e e S A Dristrict Judge, 349th Judicial District

WL SIRIOER - v s masites v s v e sy B e R L Building Maintenance Supervisor
B GRS ER iY as i s S TE Community Supervision/Cortections Department
MealissaMosleyaimisnmnanmiinnhiitsninniisTmaiiiadnansnnaas County Auditor
L I s s T County Extension Agent — Agriculture
blandy Patrick .. i County Extension Agent — Family & Consumer Scicnce
T SO 11ttt o es s e s e ettt st bbbt me e th e e s en Flections Administrator
Roger DHokey. e Emergency Management Coordinator & Fire Murshal
VAT s v o i s S o S T e R Information Technology Director
MERANT s R R T R Tuvenile Probation Department
B 3 R o e e e e o e R R S Y A S e e Veteran Service OlTicer



This page lefl blank intentionally.



FINANCIAL SECTION

1
1y
1



This page lefl blank intentionally.,



; 4 Melvin R, Tadd, CPA
Todd, Hamaker & Johnson, LLP Daren Hamaker, CPA

CERTIFIED PUBLIC ACCOUNTANTS Kim Johinson, CPA
Rachel Kennerly, CPA

F2005 17 Srreet o PO Ros 468 « Lotkin, 13X 7390200468 « (938} 032815
I0L N AT Streer o PO Box 1249 « Crockerr, TX 758351249 « (934) 544.2143

INDEPENDENT AUDITORS' REFORT

Tothe Honorabie County Judge and
MWembers of the Commuissioners Court
Hewston County, Texas

Report on the Financial Statements

We have audited the accompanying linancial statements of the governmental activitics. cach major fund,
and the aggregate remaining fund information of Houston County, Texas, (the “County™) as of and Tor the
vear ended September 30. 2017, and the related notes to the financial statements. which collectively
comprise the County’s hasic [Tnancial stalements as listed in the table of contents.

Management s Responsibility for the Financial Statementy

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

Auditors' Responsibility

Or responsibility is to express opinions on these financial slatements based on our andit. 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
Compiroller General of the United States. Those standards require Lhat we plan and perform the audit to
oblain reasonable assurance abour whether the financial stalements are free from material misstatement.

An audil involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial slatements. The procedures selected depend on the auditors” judgment, including the
asseasment ol the risks of material misstatement of the financial statements, whether due to fraud or ereor,
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparatian
and fair presentation of the financial statements in order to design audit procedures thal are appropriate in
the circumstances, bul not for the purpose of expressing an opinion on the elTectivensss of the entity's
internal control,  Accordingly., we express no such epinion.  An audil 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 lnancial statements.

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

Opinions

[n our opinion, the financial stalements referred to above present fairly, in all material respects, the

respective financial position of the governmental activities, each major fund. and the agaregale remaining

i
LUFKIN WWALCpAOT pOInE. com CROCKETT

Slember American (st of Certified Pubbie Sccountans (O PAT Texas Sociery of Cortified Publc Sceounmms



INDEPENDENT AUDITORS' REPORT - CONTINUED

fund information of Houstan County, Texas, as of September 30, 2007, and the respective changes in
financial position thereof far the vear then ended in accordance with accounting principles generally
accepted in the United States of America,

Prior Period Adiusinment

As discussed in the notes to the financial statements, an adjustment to beginning fund balance of the
Counly’s road and bridge funds and governmeni-wide net position has been recorded tw reflect an
additional $190.366 in FEMA grant revenues related 1o fiscal vears 2015 and 2016, collectively, Our
opinion is not modified with respect to this matter.

Chther Matters
Required Supplementary Information

Aceounting principles generally accepted in the Uniled States of America require that the management’s
discussion and analysis. budgetary comparison information, schedule of changes in net pension liability,
and the schedule af pensian contributions and related notes on pages |1 - 17 and 61 - 77, respectively. 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 to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical conlext, We have applied certain limiled procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inguiries. the basic
financial statements, ind other knowledge we obtained during our andit of the basic financial stalements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do nat provide us with sulTicient evidence to express an opinion or provide any assurance.

Chther Information

Our audit was conducted far the purpose ol forming opinions on the financial statements that collectively
comprise the County’s basic financial statements. The combining nonmajor Tund financial statements
section is presented for purpeses of additional analysis and is not a required part of the basic financial
statements. The schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by Title 2 LS. Codde of Federal Regularions Part 200, Uniform Administrative
Reguirements, Coat Principles, and Audit Requirements for Federal Awards, and is also not a required
part of the basic financial slatements.

The combining nonmajor fund financial statements and the schedule of expenditures of tederal awards, on
pages 83-109 and 117-119, respectively, are the responsibility of management and were derived from and
relate directly to the underlying accounting and other records used to prepare the basic finaneial
statements.  Such informaltion has been subjected to the auditing procedures applied in the audit of the
basic tinancial statements and certain additional procedures. including comparing and reconciling such
information directly o the underlying accounting and other records used to prepare the basic financial
statements or 1o the basic financial statements themselves. and other additional procedures in accordance
with auditing standards generally accepted in the Uniled States of America.  In our opinion, the
combining nonmajor fund financial statements and the schedule of expenditures of federal awards are
fairly stated in all material respects in relation to the busic financial statements as a whole.

-8 -
Todd, Hamaker & Johnson, LLF
CERLFIED PURLIC ACCOUNTANTA




INDEPENDENT AUDITORS® REPORT — CONTINUED

Other Reporting Required by Government Auditing Standards

[n aceordance with Govermment Aucditing Stapdards, we have also issued our report dated June 27, 2018,
on pages | 13-114, 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 contral
over finaneial reporting and compliance and the results 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
perlormed in accordance with Government Auditing Standards in considering the County’s internal
conlrol over financial reporting and compliance.

Todd Hawwaken & Tehvisen 1P

Todd, Hamaker & Johnson, LLP
Lufkin, Texas

June 27, 2018

.9
Todd, Hamaker & Jolinson, LLP
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HOUSTON COUNTY, TEXAS
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2017
(UNAUDITED)

As managemen! of Houston County, Texas (the “County™), we offer readers of the County’s financial
statements this narrative overview and analysis of the linancial activities of the County for the fiscal year
ended September 30, 2017, We encourage readers (o consider information presented here as well us the
Ceunty's financial statements, which follow this section,

FINANCIAL HIGHLIGHTS

Government-wide financial statements

o The County’s overall assets exceeded its total [iabilities by $6,393.998 (net position) at
September 30, 2017, Of this amount, $2.836,441 is available o be used to meet the County's

angoing obligations lo citizens and creditors.

Total assets increased by $326.414 from the prior year; 1otal liabilities decreased by $326.079

trom the price vear.

o Owverall revenues exceeded expenses (or an increase in net position) by $40,198. Depreciation

expense oF B1,029.86% is included in these expenses.

A prior period adjustment of $190,566 (an increase in net position) has been recorded in these

financial statements to reflect additional revenues relating to FEMA reimbursements for the 2013

and 2016 tloods,

L]

a

Fund financial statements

o Atthe close of the current fiscal year, the County's governmental funds reported a combined tund
balance ol'54,563,212. Overall revenues exceeded expenditures by $633.394.

o AL September 30, 2007, unassigned fund balance for the General Fund was $1.619,328, or
approximately 23% of total General Fund expenditures.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the County’s basic financial
statements. The County’s basic financial statements are comprised of three components: |} governmenl-
wide financial statements, 2) fund financial statements, and 3) notes o the Bnancial statements. | his
report also containg ather required supplementary that further explains and supports the information in the
linancial statements.

Government-wide Financial Statements. The government-wide finmancial statements, which begin an
pitge 23 of this report, are designed 1o provide readers with a broad overview of the County’s finances, in
d munner similar to a private-seclor business.

I'he government-wide financial stalements are reported using the ecomomic resources measurement focus
and the acorual basis of aecounting,

The siatement of net position presents information on all of the County’s assets and liabilities, with the
difference between the two reported as net position. Over time, increases or decreases in net position may
serve as a usetul indicator of whether the financial position of the County is improving or deteriorating.

The statement of activities presents information showing how the County’s net position changed during

the fiscal year. Revenues are recorded when earned and expenses are recorded when the liability is
incurred, regardless of the timing of related cash flows.



HOUSTON COUNTY, TEXAS
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2017
(UNAUDITED)

Fund Financial Statements. A fund is a grouping of refated accounts that is used to maintain control
aver resources that have been segregated for specific activities or objectives. The Counly, like other state
and local governments, uses [und accounting to ensure and demanstrate compliance with finance-related
lewal requirements,

Governmental Fundy arc used to account for essentially the same functions reported as governmental
activities in the government-wide financial stalements. However, unlike the government-wide financial
staterments, governmental fund financial statements focus on mear-term inflows and outflows aof spendable
resoyrees available at the end of the fiscal year,

Governmental fund financial statements are reported using the current financial resources measurenent
focus and the modified acerual basis of geeounting.  Revenues are recognized when they are both
measurahle and available, Expenditures are recorded when the related [und lability is incurred. except
for peneral ohligation bond principal and interest. which are reported as expenditures in the year due.

Because the focus of governmental funds is narrower than that of the government-wide [linancial
statements. it is useful to compare the information presented for governmental funds with similar
information presented in the povernment-wide financial statements, By doing so. readers may better
understand the long-term impact of the government's near term financing decisions,  Both the
sovernmental funds balance sheet and the governmental fund statements of revenues, expenditures. and
changes in fund balances provide a reconciliation to [acilitate this comparison between governmental
Munds and governmental activities,

I'he governmental fund financial statements can be found on pages 28 to 35 of this report.

Fiduciary Funds are used to accoun! for resources held for the benelit of parties outside the government.
Fiduciary funds are not reflected in the government-wide financial statements because the resources are
not available to support the County’s own programs.

The fiduciary fund financial statement can be found on page 37 of this report.

Notes to the Financial Statements. 'The notes provide additional information that is essential to a lull
understanding of the data provided in the government-wide and Tund fnancial statements. The notes to
the financial statements can be found on pages 41 to 58 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of government’s financial position.
The County’s assets exceeded ils liabilities by 56,393,998 al Seplember 30, 2017,

The lurgest portion of the County’s net position, or $1.868.432, retlects its investment in capital assets
($13.843,157) less the related debt used to acquire those assets that remains outstanding (511,974.703).
The County uses these capital assets to provide service to citizens: consequently, these assets are not
available for future spending. Although the County’s investment in its capilal assets is reported net of
related debt, it should be noted that the resources needed to repay this debt must be provided trom other
sources, since the capital assets themselves cannet be used to liguidate these liabilities.

An additional portion of the County's net position tolaling $1.669.105 represents resources that are
subject to restriction on how they may be used, The remaining balance of $2.856,441 is unrestricted in
nature and used to meet the County’s ongoing obligations to citizens and creditors,



HOUSTON COUNTY, TEXAS
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 3, 2017
(UNAUIMTED)

The County's Nel Position

2017 2016
Current and other asscts b 4,687,330 % 3,603,387
Capital assets, nel 13,843,137 14,600,692
T'otal assets 18,530,493 [3.204.079
Deferred oulllows of resources _ L.783.088 2 07% 809
Total deferred outflows 2 |. 783,088 2073 809
Long-term debt 11,974,705 12,608,132
Other liabililics 1,786,957 1,479,609
Total labilitics 3,761,662 14,087,741
Deterred inflows of resources 15792 126913
Total deferred inflows 137,920 32913
et position
[mvested in capital assets. net of related debt |.868.452 |.592 566
Restricted | 669,105 1,791 088
L'nrestricted 2856441 2,379,584
I'otal net position $ 56,393,998 5 6,163,234
Change in Net Position
207 2016
Revenues
Fees, fines, charges for services g . 833,159 b 1,085,222
Property laxes (975 332 f, 174 108
Sakes laxes 1050, 198 I, 169,953
Oither taxes 44,542 59834
Investment income 21,710 11,317
Girants and conlribulions 2,991,169 | 986,348
Payment in liew of taxes 46,551 41,541
Crain on sale of assers . 42,424
Cither miscellaneous A86,921 144,023
l'atal revenues 13,349,582 11614512
Fxpenszes
Gieneral government 3,161,901 3,048,331
Judicial and law enlorcement 5,743,328 5.861,470
Highways and streels 3274200 2985885
Health and welfare 423,286 380,89
Culure and recreation 242956 22%.902
Pass-through expenditures 53,823 215,290
Bond =suance costs - [ 80,959
Interest an long-term debi 407,800 34wl
Tatal expenses 13,309,384 13,216,354
Increase (decrease) in nel position 40,195 (160,542
Prior period adjustment 14, 366 -
et position at beginning of vear 6,163,234 7.764.776
Net position ar end of vear 5 6393098 0 6,163,234




HOUSTON COUNTY, TEXAS
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER M), 2017
(UNAUDITED)

Revenues by Source
For the Fiseal Year Ended September 30, 2017
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HOUSTON COUNTY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2017
(UNAUDITED)

FINANCIAL ANALYSIS OF THE COUNTY'S FUNDS

Governmental Funds. The focus of the County's goversmentald fimds is to provide information on near-
term intlows. outflows, and balances ol spendable resources, Such information is useful in assessing the
Ceunty’s tinancing requircments. In parlicular, wnassigned fund bedances may serve as a useful measure
ol government’s net resources available for spending at the end of the fiscal year.

The County’s povernmental tund financial statements are presented on pages 28 to 35,

As of September 30, 2017, the County’s governmental funds reported a total Tund balance of $4,363.212,
This fund balance is comprised of $1.887,766 that is cither in a nonspendable form, restricted or assigned
tor specific purpose. The remaining balance, $2.675.446, is unassigned, During the vear, the fund
balance in the County’s sovernmental funds increased by $635,394,

Budgetary Comparisons. A comparison of the general fund, each individual road and bridge fund, and
the FEMA grant fund budget and actual results are presented as required supplementary information an
pages 6l to 71,

Creneral Pund, Actual revenues were higher than budgeted amounts by S181,781. Actual expenditures
were lower than budgeted amounts by $523,236. Actual other financing sources {uses) were unfavorable
to budgeted amounts by $3.801. An overall decrease in fund balance of $807,902 had been projected,
using prior year budgel carrvovers Lo fund the decrease.  Actual amounts resulted in g decrease in fund
balance of $ 106,686 for the fiscal vear,

Road and Bridge Funds. Actual revenues were higher than budgeted amounts by S930.086.  Actual
expenditures were lower than budgeted amounts by $19.940,  An overall decrease in fund halance of
$60,000 had been projected. using prior year budget carryovers to fund the decrease. The actual increase
in fund balance was $890.027.

FEMA Gramt Fund, Mo budget was adopted Ffor this fund for the year ending September 30, 2017,
Actual amounts vielded no change in fund balance for the vear.

CAPITAL ASSETS

The County's investment in capilal assets as of September 30, 2017 totaled $13.843.157 (net of
aceumulated depreciation),

Capital assers of $272,335 were purchased during the year, Significant purchases included:

o Metwork cabling upgrade for courthouse

o Computer servers

o Bridge - CR 1050

o 911 dispatch equipment and recorder (grant funded)

= Body cameras for sheriff department {erant funded)

= Warious trucks and heavy equipment (partially funded through capital leases/notes)



HOUSTON COUNTY, TEXAS
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER M), 2017
(UNALUDITED)

Capital Assets (Net of Depreciation)

27 26

Land 5 149,045 b 149,045
Construction in prograss - -
Buildings and improvements 18,411,973 18.406.821
Intrastructurs 115,733 12,792
Ralling stock 7312679 7061, 706
Furniture and equipment |.638, 199 [.584,93]
Less: accumulated depreciation (13,804,472} (12,774,603

l'otal F 13843157 §  14.600.692

DEBT ADMINISTRATION

At the end of the current fiscal year, the County had total debt and capital lease obligations of
$11.974.705.

Debt Ouistanding

Beginning Ending

Bulance Additions Raductions Balance
Certificates of obligation & [ 1,093,060 5 - 3 475,000 o LAz 000
L'namaortized premiums TH3, 401 - 30,809 734,332
Capital leases 727,731 L0440 216,954 62173
Tostul b 12608132 b 109,401 b 742,828 11,974,705

ECONOMIC FACTORS AND FUTURE FUNDING

Local praperty taxes provide the major source of Munding for county governments in Texas, Property ras
revenue is historically very stable and prediclable.

Houstan County has experienced an 81% deerease in oil and gas valuations since 2015, but the overall
taxahle assessed value has remained relatively stable due to increases in commercial and residential
growth. Due to cost culting measures and adopting a tax rate of $0.54/4100 [or FY 2018, a small overall
tax rate increase. the County has continued 1o provide services to Houston Counly at a superior level,

Despite difficult statewide ecenomic times, Houston County continues to be mindful of their financial
condition and impact on the local laxpayers, We remain conservative and proactive in all aspects of
county activilies. We are concerned about the impact of declining state and federal revenues, including
timber and mineral revenues from the Davy Crockett National Forest, and declining grant availability and
have reached oul to our representatives on all government levels to make them aware of our needs, ['s
frustrating that our Federal Government is not recognizing their obligation to adequately fund the timber
revenue in fieu of property taxes on the National Forest, Houston County makes up 12% National Forest,
wehich is tax exempt,



HOUSTON COUNTY, TEXAS
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMEBER 30, 2017
(UNAUDITED)

The Heuston County Commissioners Court has worked with all of vour elected officials to establish and
adhere to a conservative, ¢fficient budget while still providing adequale Tunding for important County
services,

REQUESTS FOR INFORMATION

The financial report is designed to provide our citizens, customers, investors and creditors with a general
overview of the County’s finances. I you have questions about this report or need any additional

informalion, contact the Houston County Auditor at (936) 544-3255 or write o 401 E. Goliad, Suite 204,
Crockell, Texas 75835,

S
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HOUSTON COUNTY. TEXAS
STATEMENT OF NET POSITION
SEPTEMBER 30, 2017

Frimury Governmenl

Covermmental
Activities ['iatal
ASSETS
Coashoand cash cquivalents 5 MIn78 % 222678
Receivables
Property tses, nel ol allowanee Tor uncalleetibles - =
Sales tax reecivahle TR 444 [R5l 494
Gramnts 1U82 261 |99 2]
Cnher - nriseellaneous 533,713 333,713
I'rapaids [Fanl | Tl
Ristriceed assets
Cash and eash cquivalents 1,360 41,3000
Clerti licates ol depaesil Q30616 EEL RO
Capital assers, net ol accumulaled depreciation 13,843,137 13,843,137
TOTAL ASSETS N . R [H.530.4495
NEFERRED OUTFLOWS OF RESORCS
Dalerred amuunt en bond refunding T304 Tid.049
Pension plan (AR LRI | (35
TOTAL DEFERRED QU TFLOWS OF RESOLURCES [ 1783085
LIABILITIES
Acenunis pavahla G28.054 Q28,054
Acerued interest 4al7 42417
Unearned revenues 9141 9141
Compensated absenees
s within e vear 27060 37060
D 10 mere than one vear 191,170 191170
laomg-term debi
[ue within one year TOm, T T T
[Pue in more than one vear 11,263,321 [1.2635.526
Mer pension linhility 571915 570,915
TOTAL LIABILITIES 15,761,662 3,761,667
DEFERMELD INFLOWS OF RESOURCES
Pension plan [57.92 137,921
TOTal DEFERRED INFLOWS O0F RESOUIRCES |57.91_[ [537.921
MET POSITION
Invvasted in capital ussets, net ol relaed debt |.BGE.452 1.868.452
fesrricted tor
Deposits held as collateral by others 9396148 2349.6l6
Dbt service 119,535 19,535
Ceneral governmenl 262,457 RIS
Judicial and law enloreemsem |2 K| | 2:,89]
Highways and streets 232606 222,606
Urrestricted 1H36.441 2856, 1
TOTAL MET FOSEITON b e LT L= . 1 fr, A3, 99E

See accompanying notes to the fnancial slatements.
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HOLUSTON COUNTY. TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Functions Programs Expenses

Primary government
Covermmental activilies

Ciencral governiment b 3,161,501
Judicial and law enforcement 5,745,528
[lighwavs and streets 3274290
Health and weltare 423 286
Culture and recreation 242 956
Pass-through expenditures 53,823
[nterest on long-term deht 417,800

l'otal governmental activities 5 [3.309 384

7 I



Met (Expenses)
Revenues an [i
Changes in

- Program Revenues MNet Position
Fees, Fines, Operating Capital
Charges for Grants and Grants and Governmental
Services Contribubions Contributions Activilles

5 292089 8 [1.9935 & - 5 (2837817
732407 595,373 32,291 (4,383,237
29018 200,745 - (334,327)
42,021 267,770 - (113.,495)
37,624 19,172 - {186,160}
- 53823 - -
- : - (407.800)
5 [, 33159 § 2958878 § 32.291 {8.483.056)
General revenues
Property taxes 6,975,532
Sales bixes [E0, 198
Other taxes 44 342
[nvestment income 21710
Pavments in lieu of taxes 46,551
Crain on sale of assets -
Miscellaneous income 380921
Total general revenues 8325254
Change in net position 40,198
Met position - beginning 0,163,234
Prior period adjustment 190,566
Met position - ending 5 6,393,998

See secompanying notes 1o the financial slalements.,
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HOUSTON COUNTY, TEXAS
BALANCE SHEET
GOVERNMENTAL FUNDS
SEFTEMBER 30, 2017

Road and Road and
General Bridge Fund Bridge Fund
Fund Pot Mo, | el Ma, 2
ASSETS
Cash and cash equivalents k] 822.16d 3 47.872 %
Certilicates of deposit BI0G16
Receivahles
Property taxes 776,761 -
Sales taxes L1494 - -
Grants 28,180 36230 37.686
Orther = miseellaneous 206,431 - 312128
oz Fromm other funds [.444 154,911 132,799
Prepaid items L1660 [,137 1,687
TOTAL ASSETS £ 1067734 % 240,150 5 504,300
LIABILITIES, DEFERRED INFLOWS
OF RESOURCES, AND FUND BALANCES
Lisbilities
Dyeficit in pooled cash b - b - b 29 6
Accounts payable and accrued expenses Jala0a 21,363 321,801
[ e 1o other Munds 30,943 -
Linearned revenues 3,401
Toral liabilities 397,150 21,563 351,463
Fund balances
MNaonspendable 11,660 1137 1,687
Restrictad Uig.616 -
Assignead - - -
Unassigned 1,619,328 217,450 151148
Total Tund balances 2,670,604 218,587 132,835
TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES, AND FUND BALANCES b 3,067,754 % 240,150 % 504,300




Road and Road and Nonmajor Total
Bridge Fund Bridze Fund FEMA Giovernmenlal Governmental
PctNo. 3 Pel Mo 4 Funds Funds Funds
b 48,658 % 6iL793 8 - £ 77391 % [,756,878
& 5 - 239616
38732 835493
- - - - 181,494
U3, 276 [ 16,2335 | 3,000 | 16.654 1.992.261
- - - 5,154 333,713
a].679 291,432 - 33,264 705,533
1.679 2,074 - 35.355 153,592
$ 235292 % 470,534 % L54.000  § 036,550 § T98. 580
b 2 3 - b T 7T % 68,199 % 892,640
19,989 23,332 TR.402 102,161 B28.054
670,821 3,769 05,533
B - - 3.740 9,141
[9.GRY 23,332 | 544,000 | 77.869 2,535.368
l.67Y 2,074 - [1,732 129,969
- - 712,299 1.651,915
- + - 105,882 103,852
213.624 445,128 - 28,768 2675446
213,303 4470202 - ~ R5R.6R| 4,563,212
§ 235,292 % 470,534 8 344000 & 1036550 S T8 580

See accompanying notes to the financial stataments.
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HOUSTON COUNTY, TEXAS

RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUNDS

TOTHE STATEMENT OF NET POSITION

FOR THE YEAR ENDED SEPTEMBER 30, 2017

Total fund balances - governmental funds balance sheet

Amounts reported for governmental activities in the statement
of activities are different hecause:

Certain revenues are not available 1o pay current period expenditures
and therefore, are reported as deferred inflows in the covernmental funds,

Prepaid band insurance is not a current [inancial resource and therefore,
is not reported in the governmental funds.

Capital assets used in governmental activitics are nol linancial resources
and therefore, are nol reported in the governmental funds,

[¥ilTergnces resulting fram the refunding of certificates of obligation
relate to long-term debl and therefore, are not reported in the
governmental funds.

Deterred pension plan amounts relate 1o subsequent pension plan measurement
periods and/or do not consume current financial resources and Lherefore,
these amounts are not reported in the governmental funds.

Payables for accrued interest on long-term liabilities and accrued compensatid
absences are not due in the current period and therefore, are nat reported in
the governmental funds.

Pavables for long-term liabilitics, ineluding certificates of obligations, capital

leases, and net pension liabilities are not due in the current period and
theratore, are not reparted in the governmental funds.

Net position of governmental activities

See accompanying notes to the financial slatements,
31w
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Tid.049
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HOUSTON COUNTY, TEXAS
STATEMENT OF REVENULES, EXPENDITURES,

AND CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPFTEMBER 30, 2017

REVENLUES
Property taxes
Ceneral sales and use laxes
Selective sales and use taxes
Fees, licenses, and permits
Charges for services
Fines and forfeitures
Intergovernmental revenue and grunts
Comtributions and donations from private sources
Pavments in lieu of taxes
Investment earnings
Other revenue
Tl revenues

EXPENDITURLES

Crenaral povernment
Judicial and law enforcement
Highways and streets
Health and welfare
Culture and recreation
Pass-through expenditures
Capilal outlay
[3cht service

Principal

[nterest

Total expenditures

EXCESS (DEFICIENCY) OF REVENLES
OVER EXPENDITURES
OTHER FINANCING SOURCES {USES)
Proceeds from sale of real and personal property
Proceeds from debi izsuance
Transfers in
Translers oul
Met other financing sources (uses)
NET CHANGE [N FURD BALANCE
FUND BALANCE - BEGINNING OF YEAR
PRIOR PERIOD ADILUSTMENT

FUND BALANCE - ENDOF YEAR

Road and

Eoad and

General Bridege Fund Bridue Fund
T'und Pet N | PctNo. 2
$ 6158477 - $ 2
[.O30,198 A J
14.061 - :
200,322 107,813 |41.859
480,643 - )
84,461 - -
442,825 268,349 | 08.750
1,496 8050 312128
46,351 - -
12.211 206 478
29,531 3,921 =
8,021,276 390,339 363.215
2,859,728 - -
3,976,668 - -
- 396,184 759,162
122,827 - -
| 13,00H = -
15287 43.209 47,170
- 255 901 2.025
7.093.766 440.294 BUB,357
1,527.510 (49.955) (245,142)
H1.721 - -
7.733 283.161 372,580
(1.634.196) 283,161 372,580
{1H6.686) 233.206 127,438
2.777.290 (19,367) (33.026)
- +.748 60,423
o 2670604 % 218.587 % 152,835




Road and Road and Nonmajor Total

Bridee Fund Bridze Fund FEMA Governmental Governmental
Petl Mo, 3 Pet Mo 4 FFunds Funds Funds
$ - % - 3 909,689 § 7,068,166
i = - - [0S0, 198
- - - 30,281 44,342
[ 64,556 133,208 - 78,772 Bd6,530
- - - T8.6:) 559,283
= - - [42.885 327,346
164,703 384,340 692,467 B32.615 2.914.248
12,705 1,789 = 7.092 343,760
= 3 - - 46,551
566 7l - 7538 21,710
03,836 21 - 22.033 121,642
406,366 340,569 692,467 2,229.5435 13,443,777
- - 124,678 2984406
- - = Q400,998 4.917.606
585,439 499365 692,467 0,504 2983121
- - 402,812 402,812
= - - 35,193 [ 78,022
- - - 533.823 53,823
6,264 49,2449 - [(H.821 272335
67,946 39,347 - 475,000 601,939
3.607 913 - 403,940 413,641
653,236 388874 (92,467 2,610,771 | 2,897,785
(256,850 {48.303) - 381.226) 545,992
- - - 27,681 109,402
432,192 H02.386 - 670316 2.177.368
- - - (453,718 (2.177,368)
432,192 402,386 - 253,279 (09,402
(73,302 354,081 - (1275947} 633,394
{14,230} 21,877 - 986,628 3,717,252
54,25] 71144 - - - 150566
215,303 § 447202 F - b H3N,681 % 4,563,212

See accompanying notes o the financial statements.
A%
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HOUSTON COUNTY, TEXAS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCE - GOYERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2017

Met change in fund balance - governmental funds

Amaounts reported for governmental activilies in the statement of activities
are different because:

Capital outlays are not reported as expenses in the statement of activities,

The depreciation of capital assets vsed in povernmental activities is
not reported in the governmental Funds,

Revenues in the statement ol activities that do not provide corrent finaneial
resources are not reported as revenues in the governmental funds,

Bepuyment of long-term debt is an expenditure in the povernmental funds,
but is nol an expense in the statement of activities.

Proceeds from the issuance of long-term debt (2.z. bonds. leases) do not provide
revenue in the statement of activities, bul are reported as current resources in
the povernmental funds,

Amount represents the change in acerued compensated absences from
the beginning of the period o the end of the period,

Amount represents the change in acerued interest rom the beginning of
the period to the end of the period.

This amount represents the change in net pension assels and liabilities from the
beginning ol the period to the end of the period.

T'his amount represents the net change in the bond premium, prepaid bond

insurance, and the deferred amount on refunding from the beginning
af the period to the end of the perind.

Change in net position of governmental activities

See aceompanying notes to the Onancial slalements.
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HOUSTON COUNTY, TEXAS
STATEMENT OF FIDUCIARY NET POSITION
AGENCY FUNDS
SEPTEMBER 30, 2017

Agency
Funds
ASSETS
Cash and cash equivalents b [.337.845
TOTAL ASSETS 5 1.557.845
LIABILITIES
Amounts held for others 5 1,15 98
Due 1o other units 363,347
MO TAL LIABILITIES 3 [ 357,845

See accompanying noles W the linancial stalements.
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NOTES TO THE FINANCIAL STATEMENTS
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HOUSTON COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Introduction

The financial statements of Houston County, Texas (the “County™) have been prepared in accordance with
acceunting principles generally accepted in the United States of America (“GAAP " as applied to government
units. The Govermmental Accounting Standards Board (*GASB™) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The more significant accounting and
reporting policies used by the County are discussed below.

Reporting Entity

Houston County. Texas (the “County™) is a public corporation and political subdivision of the State of Texas,
The County is governed by an elected Commissioners Court, camprised of the Countv Tudge and four
Commissioners. The County provides the following services as authorized by the laws of the State of T'exas:
seneral government (e.g. tax collection), judicial (courts, juries, district altormey, ele), law enforcement
(sherift, jail, etc.). highways and streets, and public wellare {e.g. juvenile services and assistance to indigents),

For financial reporting purposes, based on standards established by GASD Statement No, 61, The Financial
Reporting Ertitv: Osmnibus, these financial statements should present the County {the primary government y and
its component units, Component units generally are legally separate entitics for which the primary governmen
is Hnancially accountable or for which the nature and significance of their relationship with a primary
government are such that exelusion would cause the reporting entity”s financial statements to be misleading.
The County does nat have any blended or discretely presented component unirs.

Government-wide and Fund Financial Statements

The government-wide financial statements include the statement of net position and the statement of activities.
These statements report information on all of the activities of the County as a whole. Governmenial activities
include programs normally supported by taxes, grants, and other intergovernmental revenues.

The statement of activities demanstrates the degree 1o which the direct espenses ol given [unction or segment
are offset by program revenues, firect expenses are those thal are clearly identifiable with a specific function
or segment. Program revennes include; 1y charges to customers who purchase, vse. or directly benefit from
goods, services, or privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or segment, Taxes and
other revenue sources not properly included with program revenues ure reported us general revenues.

Asa general rule, the effect of interfund activity has been eliminated from the government-wide Tinancial
slatements,

Separate financial statements are provided for governmental funds, Major individual govermmental funds are
reported in separate columns in the fund financial statements.

New Accounting Pronouncements

GASE Statement No. 77, Tax A batement Disclosures (CGASB 777, establishes financial reporting standards
and reporting requirements tor tax abatement agreements entered into by state and local governments. The
requirements of this statement are effective for financial statements for periods beginning aller December 15,
2015, Implementation of GASE 77 is reflected in the County s linancial disclosures,
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HOUSTON COUNTY. TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2017

GASE Statement No. 80, Blending Requirenents for Certain Component Units — an amendment of GASE
Stadement No, (4 (-GASB 807, addresses linancial statement presentation requirements for certain component
units. The requirements of this statement are eftective lor financial statements tor periods beginning after June
|5, 2016, Implementation of GASE 80 did not have an impaet on the County’s financial disclosures,

GASB Statement No. 82, Pension lysues — an amendment of GASE Statements No. 67, No. 68, and No. 73
(“GASB 82"). addresses issues regarding the presentation of payroll-related measures in required
supplementary information, the selection of assumptions and the treatment of deyiations [rom the guidance in
an Actuarial Standard of Practice for finaneial reporting purposes. and the classification of payments made by
employers 1o satisfy emplovee contribution requirements. he requirements of this statement are effeetive for
financial statements for pericds beginning after June 13, 2016, Implementation of GASB 82 did not have an
impact on the County's financial diselosures,

GASHE Statement Mo, 83, Certain dsset Betirement Obficaiions (“CASE 837, addresses accounting and
financial reporting for certain asset retirements which include a legally enforceable liabilily associated with the
retirement of such tangible capital asset. The requirements of this statement are effective for financial
statements for periods beginning afler June 15, 2018. The effects of implementing GASDE 83 on the County’s
financial disclosures have not been evaluated by management.

GASB Stalement No. 8B4, Fiduciary Aviivities (GASB 847). improves guidance regarding the identification of
fiduciary activities for accounting and financial reporting purposes and how those activities should be reported.
The requirements of this statement are effective tor financial statements for periods beginning afler December
15, 2018, The effects of implementing GASBE 84 on the County’s financial disclosures have not heen
evaluated by managemeant.

GASB Statement No, 83, Omnibus 2007 ("GASB 857, addresses practice issues thal have been identitied
during implementation of certain GASDB Statements, including those related to blending compaonent units,
soodwill, fair value measurement, and postemployment benelits. The requirements of this statement are
effective tor financial statements [or periods beginning after June 15, 2017, The effects of implementing
CASBE 85 on the County's financial disclosures have not been evaluated by management,

GASB Stalement Mo, 86, Certain Debt Extinguivhment Tvues ("GASD B67) is intended o improve
consistency in accounting and financial reporting for in-substance defeasance of debt by providing guidance
for transactions in which cash and other monctary assets acquired wilth only existing resources—rasources
other than the proceeds of retunding debt  are placed in an irrevocable trust for the sole purpose of
extinguishing debl, '|he requirements of this statement are effective for financial stwtemenls for periods
beginning alter June 15, 2017, The effects of implementing GASB 86 on the County’s financial disclosures
have not been evaluated by management,

GASE Statement Wo. 87, Leases ("GASB 877, s intended to increase the uselulness af governments’
financial statements by requiring recognition of certain lease assets and liabilities for leases that previously
were classilied as operaling leases and recognized as inflows ol resources or outflows of resources based on the
payment provisions of the contract, 'I'he requirements of this statement are elfective for financial statemens
for periods beginning after December 15, 2019, The effects of implementing GASH 87 on the County’s
nancial disclosures have not been evaluated by management.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide staterments are reported using the economic resourees measwrement focus and the
acerual hasis of accownting, Revenues are recorded when eamed and expenses are recorded when a liability is
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HOUSTON COUNTY., TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2017

incurred, regardless of the timing of related cash Mlows, Property lax revenues are recognized in the year for
which they are levied, Grants and donations are recognized as revenue in the fiscal vear in which grantor
eligibility reguirements have been salisfed,

Ciavernmental lund Gnancial statements are reported using the cuerent financiad resources measnrenient oy
and the modified accrual basis of aecounting, Revenues are recognized when they are both measurable and
available. Available means collectible within the current period or soon enough thereatier to pay current
liabilities. The County considers revenues to be available if they are collected within 60 days of the end ofthe
fiscal year. Hxpenditures are recorded when the related liability is incurred, as under acerual accounting. Debt
service expenditures, both principal and interest, are recorded only when payment is due,

Major governmental fund revenue sources susceptible 1o acerual include: sales and use taxes, property taxes,
and investment income. In general, all other revenue items are considered (o be measurable and available only
when cash is received, Expenditure driven grants are recognized as revenue when the qualifving expenditures
have been incurred and all other grant requirements have been met,

The County’s funds are classified as cither governmental or lduciary and are described below.,

Crovernmental Funds, Governmental funds are used to account for all or most of a government's general
activity,

The general find is the County’s primary operating fund. I accounts Tor all financial resources of the
general government, except those reguired Lo be wecounted Tor in another fund. The principal sources of
revenues include local properly laxes, lines, fees. license and permits, and intergovernmental revenue and
grants. Expenditures include seneral government: judicial: public safery; and health and welfare.

I'he debi service find 1s used to account for the collection of interest and sinking lunds collected and
expenditures for the payment of the County’s certificates ol obligation,

Special revenwe fundy are used Lo account tor resources restricted to. or designated for, specific purposes
by the County or g grantor in a special revenue fund,

Fidnciary fimds account for assets held by a government in a trustee or agency capacity on behall of others,

Ageney fimds are used 1o account [or assets received and held for the benetit of other funds, individuals, or
arganizations, Agency [unds held by the county function as clearing accounts and aee not reflected in the
government-wide financial statements because the resources of those funds are not available W support the
County’s gwn programs.

As of September 30, 2017, (he general fund. road and bridge precinct 2 fund, and FEMA grants fund are
reporled as major governmental funds, Additionally, the County has elected to present the road and bridge
funds for precinets 1. 3. and 4 as major funds due to their significance within the County, The County has no
proprietary funds.

When an expenditure is incurred tor purposes for which bath restricted and unrestricted (committed, assigned.
or unassigned ) amounts are available, it is the County’s policy to generally consider restricted amounts to have
been reduced first. When an expenditure is incurred for purposes for which amounts in any of the unrestricted
fund balance classifications could be used, it is the policy of the County that committed amounts would he
reduced Tirst, followed by assigned amounts, and then unassigned amounts.  In both instances, when a
proposed expenditure is made with specific balances identified as the source of the funding, that specific fund
balance will be used.
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HOUSTON COUNTY., TENAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2017

Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources, and Met Position or
Fund Balance

Deposits and Investments

The County’s cash and cash equivalents are considered 10 be cash on hand. demand deposits. money market
accounts, cerlificates of deposit. and short-term. highly liquid investments that are readily convertible 1o known
amounts of cash and so near maturity that they present insignificant risk of changes in value because of
changes in interest rates. Cash equivalents include investments with original maturitics of three months or less.
Cash equivalents are stated at fair value,

Cerlificates of deposit consist of deposits with original maturities greater than three months, Certificates of
depasit are recorded at cost, which approximates market valug at September 30, 2017,

The County is required by the Public Funds Collateral Act {Government Code, chapter 2257) to maintain
seeurity forall depasits of funds that exceed coverage provided by the Federal Deposil Insurance Corpotation
(“FDIC"). As of the balance sheet date. the County’s cash deposits were fully collateralized by securities
pladized by the depository banks, Based on audit procedures conducted in conjunction with the audil ol the
basic financial statements, the County appears to have complied with the requirements of the Public Funds
Collateral Act,

I'he County is required by the Public Funds Investment Act (Government Code. chapler 2256} (the “Act”) to
adopt, implement, and publicize a written investment policy which primarily emphasizes safety of principal
and liguidily, and addresses investment diversification, yield, and maturity, Additionally. the policy must
addrass the quality and capability of investment management and include the types of investments in which the
entity may invest its funds, as well as the maximum allowable stated maturily ofany individual investment, the
maximum dollaweighted average maturily allowed based on the stated maturity date for the portfolio of
poaled fund groups, and bid requirements for certilicates of deposit.

The County is authorized to invest in financial instruments, ws authorized by the Act, including:
e [1.5 Treasury securities which have a liquid market: direct obligations of the State of Texas, and other
ohligations that are guaranteed by the Slate of Texas or United States of America;

s obligations of states, agencies. counties. and other political subdivisions of any state having been rated
as investment quality by a nationally recognized investment rating firm and having received a rating o
not less than “A™ ar its equivalent;

o Tully insured or collateralized certiticates of deposil al commercial banks:

o repurchase agreements collateralized by LS, Treasury or U.S, Government Agency securities in
accordance with a master repurchase agreement;
s joint pools of political subdivisions in the State of Texas which invest in instruments and [ollow

practices allowed by current law {the poal must be continuously rated no lower than “AAA™ or "AAA-
m™ by at least one nationally recognized rating servicel

The Aet also requires an annual audit of investmenl practices. Based en audit procedures conducted in
conjunction with the audit of the basic financial statements, the County appears to have complied with the
requirements of the Public Funds [nvestment Act,

~dd



HOUSTON COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 3, 2017

Fair ¥alue of Financial Instruments

The County eviluates the fair value of its non-investment financial instruments based on the current interest
rate environment and current pricing of debt instruments with comparable terms. The carmyving value of all
non-investment financial instraments, including debt, is considered (o approximate air value.

Receivables

Property tax receivables reflect outstanding and delinquent property tax levies and are shown net of an
allowance for uncollectibles, The property tax receivable allowance is calculated based on 3% of the tax vear's
assessiment or the receivable balance for that tax vear (whichever is less).

Restricted Assels

Certain assets are classified as restricted because they are maintained in separate aecounts and their use is
limited by applicable hond covenants, granl agreements, laws or regulations. and/or other contractual
agrecmens,

Prepaid ltems

Certain puyments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid
items in both government-wide and lund financial stalements,

Capilal Assets, Depreciation, and Amortization

The County’s property. plant, equipment, and infrastructure with useful lives of more than one vear are stated
at historical cost and reported in the applicable governmental type activities column in the government-wide
financial stulements, Capital assets are detined by the County as assets with an initial. individual cost of mare
than $5,000 und an estimated usetul lite in excess of one year. Such assets are recorded al historical cost or
estimated historical cost if purchased or constructed. Contributed capital assels are recorded al estimated Guir
market value at the date received,

I'he costs of normal maintenance and repairs that do net add to the value of the asset or materially extend
assets lives are not capitalized.

[nfrastructure assets are a subset ol capital assels and primarily consist of roads and bridges, GASD No. 34
encoyurages bul does not require Phase 3 governments (counties with revenues of less than 10 million) w
retroactively report major general infrastructurs assets. New roads and bridges acquired after October 1, 2003
are required to be reported,

Capital assels are depreciated using the straight-line method. When capital assets are disposed, the eost and
applicable accumulated depreciation are removed from the respective accounts, and the resulting gain or loss s
recorded in operations,

The estimated useful lives ol the County’s capitul ussets are as follows:

Buildings and improvemeants 3 1o 40 years
Office furniture and equipment 3 to 10 years
Oiher equipment and rolling stock Jto 10 years
[nfrastructure 20} years



HOUSTON COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30,2017

Deferred Inflows/Outflows of Resources

Oeferred (qtflows of Resowrces, Tn addition to assets, Lhe statement of financial position will sometimes report
a separate section [or delerred outflows of resources. This separate financial statement element represents 4
consumption of net pusition that applies to a future period{s) and se will not be recognized as an outflow of
resources (expensefexpenditure) until that time. The County has tour types of items, which arise onfy under a
full accrual basis of accounting, that qualify for reporting in this category: unamortized dilferences — pension
plan projected and actual investment earnings and unamortized differences — pension plan assumption changes.
are recognized as components of pension expense al an actuarially determined rate: pension contributions
subsequent to the plan measurement date, is recognized as a component of pension expense in the following
fiscal veur; and deferred amount on bond refunding. which is an amount that arose due to the refunding of the
County’s Series 2008 certificates of obligation and is being amortized to inferest expense over the life of the
new Beries 2013 bonds,

Deterred Diffows of Resowces. In addition to liabilities, the stalement of linancial position will sometimes
report a separate section for deferred inflows of resources, This separate financial statement element represents
an acquisition of net pasition that applies o a future period{s) and so will not be recognized as an inflow of
resources (revenue) until that time. The Counly has two items that quality for reporting in this category: |}
nnavailable revenue — property taxes, which arises only under a modified accrual basis of accounting. is
reported only on the governmental funds balance sheet und recognized as an inflow of resources in the period
that the amounts become available; and 2} unamortized differences — pension plan expected and actual
sconomic experience. which arises only under a full accrual basis of accounting. is reported on the
government-wide statement of nel position and is recognized as a component ol pension expense at an
actuarially determined rata.

Compensated Absences

A liahility for unused vacation time, comp time, and holiday pay for all full-time employees is caleulated and
reparted in the governmenf-wide statements. For financial reporting, the following criteria must be met to be
considered as compensated absences:

»  Leave or compensation is attributable to services already rendered:
+  Leave or compensalion is not contingent on a specific event (such as illness).

Long-term Obligations

In the government-wide financial statements. long-term debt and other long-term obligalions are reported as
liabilities in governmeantal activities. Bond premiums and discounts are deferred and amortized over the lile of
the honds using the straight-line method that approximales the effective interest method. Bonds payable are
reported nel ol the bund premiums or discounts. Issuance casts, whether or not withheld from the actual debt
proceeds received. are reported as debt service expenditures,

In fund financial statements. governmental fund types recognize bond premiums and discounts. as well as bond
igsuance costs, during the period such activity oceurs. 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. [ssuance costs, whether or not withheld from
the actual debt proceeds received, are reported us debt service expenditures,

Assets acguired under the terms of capital leases are recorded as liabilities and capitalized in the government-

wide financial statements al the present value of net minimum lease payments at inception of the lease, Inthe
year of acquisition, capital lease trunsactions are recorded as other financial sources and as capital outlay in the
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acquiring Mund, Lesse payments representing both principal and interest are recorded as expenditures in the
applicable fund upon payvment with an appropriate reduction of principal recorded in the government-wide
lnancial statements.

Pensions

For purposes of measuring the net pension linbility/net pension asset. deferred outflows of resources and
deferred inflows ol resources related to pensions, and pension expense. information about the Fiduciary Met
Pasition ol the Texas County & District Retirement System (“TCDRS™) and additions w/deductions from
TCDRS s Fiduciary Net Position have been determined on the same basis as they are reported by TCDRS, For
this purpose. plan contributions are recognized in the period thal compensation is reported for the emplovee,
which is when cantributions are legally due. Benefil puyments and refunds are recognized when due and
payable in accordance with the benafit terms. Investments are reported at faie value,

Net Position and Fund Balances

[n the government-wide financial statements, the difference between the Counly’s lotal assets and total
labilities represents net position, Nel position i displayed in three components — investad in capital assets. net
of related debt; restricted; and unrestricted. At September 30, 2017, restricted net position represents manies
that are legally restricted for payment of debt service, law enforcement costs, grant costs, or other activities for
which special assessments or revenues have been received. Restricted net position also includes time deposits
held as collateral by lenders. Unrestricted net position represents the net assets available for future operations,

[0 the governmental fund lnancial statements, fund balances are classitied as follows:

hon-spendable — amounts that cannot be spent either because they are in non-spendable form (such as
inventories and prepaid amounts) or because they are legally or contructually required to be
maintained intact.

Restricled  amounts that can be spent only for specific purposes due to constraints imposed on
resources either (a) externally by ceaditors (such as through debt covenants), grantors, conlributir., or
laws or regulations of other governmenta: or (b imposed by law through constitutional provisions or
enabling legislation,

Committed - amounts that can only be used for specitic purposes pursuant to constraints imposed by
tormal resolutions or ordinances of the Commissioners Court  the government’s highest level of
decision making autharity, Commitments may be established, modified, or rescinded only through
ordinances or resolutions approved by the Commissioners Court.

Assigned — amounts that do not meet the criteria to be classificd as resiricted or commitied bul that are
intended to be used for specilic purposes,

Unassigned — all other spendable amounts.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
managemeant to make estimates and assumptions that alleel cerlain reported amounts and disclosures,
Accordinglv, actual results could differ [rom those estimates,
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STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Budgets and Budgetary Process

The County Judge submits an annual budget to the Commissioners Court lor review and approval prior to
September of the upcoming [scal vear. Rourinely. several budget workshops are held in which the original
budget is reviewed and possibly revised, |n September., the Commissioners Court and County Judge adopt the
annual budget for the General Fund and selected Special Revenue funds.

A proposed annual operaling budget is filed by the County Judge and Commissioners Court with the County
Clerk’s office and made available for public inspection at least 15 duys prior to public budget hearing, Public
hearings are conducted to obtain taxpayver comments. The budget is legally enacted by the Commissioners
Court on or hafore Octaber |, as required by statute, Only the Commissioners Court may amend the budget.
L nder stale statute, actual expenditures cannot exceed budgelary appropriations at any level for which the
budgset is formally approved. Budgets are adopted tor all funds except the fiduciary funds.

Subsequent to approval, the Commissioners” Court and County Judge may amend the legally adopted budget
when unexpected modifications are required in estimated revenues and expenditures. The County amended its
budger several times during the year. with all budget amendments being approved by an act of the
Commissioners Court,

Accounting standards require budgets o be presented for all ofthe County™s major funds. One major fund. the
FEMA grants fund. did not have an adopled budget for the year ending September 30, 2017 A comparison ot
the actual versus budgeted resules for each major fund is included on pages 61 to 71.

The rematnder-of this pave lefi Mank intentionaliv,

b
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DETAILED NOTES ON ALL FUNDS

ASSETS

Depaosits and Investments

fnterest Rate Risk, Inaccordance with its investment policy. the County manages its exposure to declines in
Fair value by limiting the maturity of any single investment 1o twelve months ar less,

Credit Risk, State law and the County’s investment policy limil investments to obligations of states, agencies,
counties, cities and other political subdivisions of any state rated as (0 investment quality by a nationally
recognized investment rating firm not less than A or its equivalent.

Custodial Credit Risk - Deposits, |nthe case of deposits, this is the risk that in the event of a bank failure, the
County's deposits may not be returned o it.  The County’s investment policy requires funds on deposit at
depository banks to be collateralized. As of September 30. 2017, the County”s cash deposits with depository
hanks totaled 53.767.517. Included in the balances are certiticates of deposit totaling $939.616 and agency
funds in the amount of 51,577,551, All deposits were fully collateralized by securities pledged by the
depository banks with total collateral value of $6,307.592, in addition to FDIC coverage.

Receivables

Recelvable and Uncollectible Acconms. Receivables at year end for the County’s individual major funds.
including the related allowances for uncollectible accounts are as follows:

Property Sales
Taxes  _ Taxes Grants Other Tolaks

Receivables by fund

Greneral Tund $ 7676108 181494 % 2R I80 8 206,431 8 1192 866

Road and bridge - - 303,427 312128 613,335

FEMA fund - - [, 344000 - 1,544,000

Nonmajor funds 58,732 = | 16654 15,154 190,540
l'otal receivables, gross §35.4493 181,494 1.992.261 553713 3.542.961
Allowance for

For uncollectibles (B33.4493) - = - (B33.493)
Taotal receivables, net & . [R1494 5§ 1992261 % 533,713 % 2.707.468

Property Taces, Property taxes attach as an enforceable lien on property as of January 1. Property taxes are
due October 1 and become delinguent January 31, The combined tax rate to finance general governmental
services and principal and interest on general long term debi Tor the vear ended September 30, 201 7 (tax year
20160, was 552400 per $100 of assessed valuation, OFthis rate, $07000 was allocated to debt service and
F. 43400 was allocated 1o maintenance and operation,

Of the $835,493 in gross property taxes receivable, $568,878 represents the outstanding balances of
assessmenls for tax years 2013 and prior,

T
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Capilal Assets

A summary of changes in capital assels for the year ended September 30, 2017, is as follows:

Bulance Bulance
09302016 Additions Deletions D902 T

Capital gssets, nol being depreciated

|and B [49.045 % - 5 -k [ 48045

Construclion in progress _ : - " .
Total not being depreciated - [ 49,045 - - [45.045
Capital assets, being depreciated

Buildings and improvemenls 18406821 A.152 - 18.411.,973

Infrastructure 72792 42,941 - 115,733

Rolling stock 1161706 150,973 - 7.312.679

Furniture and equipment 1.584.931 73,268 - 1638159
Total being deprecialad 27.22p.250 272334 - 27,498,584
Less aceumulated depreciation:

Buildings and improvements 13.857,294) (375503 - (6,432,559

[nfrastruciure (17.328) {4,892} - (22420

Rolling stock (5.525.984) (383,855} . (5.911.,839)

Furniture and eguipment {1.373.795) (63.52%) - (1.437.324)
Total accumulated depreciation (12774603 (1.029.869) - (13.804.472)
l'otal being depreciated, net |4, 451,647 (757.535) - [3.694.112
Tolul capital assets, net $ 14.600,692 8 737.533) § - % 13843137

Less associsled de (1 1.974.705)

Invested in capital assets, net of related debt & 68,452

Depreciation expenss was charged 1o 1he following functions/ programs of governmental activitics as follows:

General government $ SH.H05
Judicial and law enforcement 010,772
Highways and streets 285,620
Health and welfare | 2.428
Culture and recreation 62,184

Total 5 1,029 869

LIABILITIES
Capital Leases

The County has enterad into lease agrsements as lessee Tor financing the acquisition of machinery and
equipment and vehicles, The agreements accrue interest at rates [rom 1.02% to 2.05% and are all for durations
areater than one vear. These |lease agreements qualify as capital leases foraccounting purposes, and therefore,
have been recorded at the present value of their future minimum lease payments as of the inception date.
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Capital Leases - continned

The assets acquired through capital leases are as follows:

General Road and MNonmajor
Fund Bridee Funds  Funds Toals
Assel:
Rolling stock 5 97,5588 % GYS0U3 8 27681 5 820.362
Less accumulated deprecialion {11.867) [253,227) [923) (266.017)
"ol 5 8577] § 441.866 & 26,758 & 534,345

The tuture minimum lease ohligations and the net present value of these minimum lease payments as of
September 30, 2017, were as ollows,

Cicneral Foad and Manmijor
Year ending September 30, Fund Bridire Funds Funds Totals
2018 5 34258 % (77,729 § 9793 5 221780
2019 28,357 33,949 9 Al 171,911
2020 27,800 34,706 9415 171,921
2021 - 70721 - 70,721
2022 - : _ -
Total minimum lease puyments $ D413 8 517005 % 28812 % 530,332
Less amount representing interast (3.400) 11623 (1130 {16139
Present value of
minimum lease payments b R7009 % 505482 5 27,082 % G24,173
Long-term Liabilities
Lang-term liability activily [or the year ended September 30, 2017, was as follows:
Balance Balance [Gue Within
_ 0940048 Additions Reductions 0930717 One Yeur
Long-term debt:
2015 Bonds 5 BIT0000 S - b3 (30,0007 § 8720000 % 30,000
2008 Certilicates 2,325,000 - (4230000 [S00, 000 445000
Capital leases 727.731 109401 (216.939) 620,173 214,179
Bond premiums:
2008 Certificates 33,076 - 16,615) 26461 -
2015 Bonds 752,325 & (d44.254) TOROTL -
[ 2,608,132 (094010 (742 838) 1,974,705 709,179
Orther:
Compensated absences 220,562 7668 - 228.230 37060
MNet pension liahility G02.008 - (30.093) 571,915 -
822,570 7.668 (30,003) 800,145 37.060
Totals $ 13430702 8§ 117,069 §  (742.828) § 12774850 § 746,239

The annual debt service requirements to maturity for long-term debt {excluding the unamortized bond
premium) are as follows:

o
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Year Fnding ~ Series 2015 Bonds Series 2008 Certiticates Capilal L cases
September 30, Principal [nterest Principal [nteeest  _ Principal Interest
2008 S S0000 % 307537 5 445000 % Fodde 0 214079 % 7,601
2019 55,000 30A. 488 460,000 39,870 166,93 | 4,074
2020 5000 305,387 485,000 37.625 1aY.063 2E5H
20210 53,000 304,288 10,000 (25350 T0,000 T2
0232 385,000 294,963 - - - .
20232027 3,215.000 L 191,756 - - - -
2028-2032 3,845 000 566723 2 - - &
2033-2037 Be0.000 7,200 g = - s
Totals §BF20000 S 3294344 F LO00000 § OIR969] % 620,173 F  16.159

At yearend, the County had cash totaling S60.803 available in the debr service fund to service long-lerm debt.

Bonds and other debt payable at September 30, 2017, are comprised of the ollowing:

Certificares of Obligation. Sevies 2008, On August 15, 2008, the County issued $13,499,998 ol certificates of
ohligation. The bonds were issued as follows: $14,998 of capital appreciation certificates maturing in
February, 2009 and a vield to maturity of 2.330%: $8,580,000 of current interest serial certificates bearing
interest at rates of $.000% to 5. 250% and maturing from 2010 to 2029; and 54,905,000 of current interest term
certificates bearing interest at rates ol 5.125% to 5.250% with maturities of 2028 and 2033, The term bonds
are subject to mandatory redemption in preseribed amounts before the maturity dates beginning in 2027 and
2031 The proceeds were used to construet and equip a new county jail. The certificates were issued with a
reofTering premium of $229.040. The premium is reported on the statement of net position and is being
amortized over the lile of the bonds as a component of interest expense, During fiscal year 2016, 58,635,000
of principal was refunded, with the principal and pro-rata portion of the reofTering premium (8122.057) being
removed from the County™s books,

Housion Consmty, Texay General Oblipation Refunding Bonds, Serivs 2003, In October, 2015, the County
issued $8.993 000 of general obligation refunding bonds carrying interest at rates of 2.00% to 4.00%, The
County issued the bonds 1o advance refund a callable portion ($8,633.000) of the outstanding Certificares of
Obdigation, Series 2008 with interest al rates of 3.00% to 5.25% and original maturities of 2022-2033. The
certificates were issued with an original issue premium of $789,204. The premium is reported on the statement
of nel position and is being amartized over the life of the bonds as a companent of interest expense.  The net
proceeds were used (o purchase LS. Government securities which were deposited in an irrevocable trusl to
provide for all future debt service on the refunded portion of the 2008 series bonds. The advance refunding
was calculated by the County’s linancial adviser to have reduced total debt service puyments over the next |8
years by over $1.457.000. The refunding resulted ina deferred amount on refunding totaling $818,159. which
is reported on the statement of net position as a deferred outflow ol resources and is being amortized over the
life of the bonds as a component of interest expense.

The bonds are secured by the County’s ad valorem taxes and require annual payments of principal and semi-
annual payvments of interest at varving amounts. The bond indenture allows the County to pay the bonds from
the proceeds of un additional ad valorem tax that may be levied by the County, and the County has pledged any
such proceeds to secure the payment, The bonds have been recorded in the debt service fund.

Capital Leases. The County has entered into varous lease purchase agreements tor the purpose ol purchasing
equipment.  During the year. the County paid-off four existing leases and incurred two new leases, The
agreements acerue interest at rates from 1.02% to 2.03% and are all for durations greater than one year, Each

i
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lease purchase is collateralized by the equipment that each respective agreement serves to finance as well as
certificates of deposit totaling $939.616 held at the County™s [nancial instittion,

Bond Compliance Requirements

The bond ordinances reguire that during the period in which the bonds are outstunding, the County musl create
and maintain certain accounts or funds to receive the proceads from the sale of the bonds and to account for the
revenuas (as defined) and/or taxes, which are pledged for pavment of the honds, The assets can be used only
in accordance with the terms of the bond ordinance and For the specific purposeds) designated therein.

Interfund Receivables, Payables, and Transfers

Interfund Balances,  Interlund receivable and payable balances are the result of cash needed by a special
revenue fund until the Fund is able to generate sutficient revenues to cover expenditures. These receivables
and payables are netted and eliminated on the government-wide statement of net position, [nterfund receivable
and payable balances at September 30, 2017 are as follows;

Fund _Receivable Payable

General k 1448 § (30.943)
Road and Bridae Precinct No. | 154,911 -
Road and Bridge Precinet No, 2 132,799 .
Road and Bridge Precinct No. 3 O1.679 -
Road and Bridge Precinct No. 4 291432 .
FEMA Grants = (6708210
Nonmajor 33,264 (3,769)

Totals § 705,533 S (705.533)

frterfimd Transtars, Transfers between funds are indicative of funding for capital projects; lease payments or
debt service: subsidies of various County operations; and re-allocations of special revenues. The following
schedule summarizes the County’s transfers at September 30, 201 7:

Transfers Transfers
Fund In L

Gieneral $ 7,733 8 (1,723,650)
Road and Bridge Precinel No. | 283,161 -
Road and Bridge Precinct Mo, 2 72,580 -
Road and Bridge Precinct Mo, 3 432,192 -
Road and Bridge Precinet No, 4 402.380 -
Monmajor 679.316 (453,718}

Totals 20775368 F (2.177.368)

Detined Benefit Pension Plan

Plan Description. Houston County participates as one of 677 plans in the non-traditional defined benefit plan
in the statewide Texas County and District Retirement System (“TCDRS™), The Board of Trustees ol TCDRS
is responsible For the administration of the statewide agent multiple-employer public emplovee retirement
system, TCIDRS in the aggregate issues a comprehensive annual financial report (*CAFR™ on a calendar yeur
basis, The CAFR is available online at www iodrs. org.
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Benefity Provided. |'he County provides retirement benefits for all of its full-time employees, TCDRS isa
savings-based plan, For the Counly’s plan, 7% of each employee’s pay is deposited into his or her TCDRS
account. By law, emplovee accounts earn 7% interest on beginning of vear balances annually, At retirement,
the account is matched at an employer set percentage (current match is 150%) and is then converted to an
annuity. There are na automatic cost of living adjustments. The plan provisions are adopted by the governing
body of the Counly, within the options available in the Texas state statutes governing TCDRS.

Members can retire al ages 60 and above with 8 or more vears of service, with 20 vears ot service regardless of
age, or when the sum of their age und vears of service equals 75 or more, Members are vested after eight years
of service but must leave their accumulated contributions in the plan to receive any employer-financed benefit.
Members who withdraw their personal contributions in a lump sum are nat entitled to any amounts contributed

by the County.

Emplovees Covered by Benefit Terms. At the December 31, 2016 valuation and measurement date. the
following emplovees were coverad by the benelil lerms:

Inactive gmplovees or beneficiaries cureently receiving benelis oy
Inactive employees entitled to but not vet receiving benelils 126
Active emplovess 155

330

Contributions and Actuarial Information. The plan is [unded by monthly contributions from bath employee
members and the County based on the covered payroll of employee members. The contribution rates for
emplovees in TCDRS are either 4%, 3%, 6%. or 7% of employee gross eamnings. The employee contribution
rate may be changed by the County, within the options available in the TCDRS Act. Under the TCDRS Act.
the contribution rate of the County is actuarially determined annually, and the employer is required to
contribute at that rate. The employer may increase its contribution rate and‘or make additional contributions in
excess of its annual reyuired contribution.

The County has not elected the annually determined contribution rate (“ADCR”) plan provisions of the
TCDRS Act. The County contribuled using the actuarially determined rate of 7.00%, for calendar year 2016
and 5.79% for calendar vear 201 7. The contribution rate payable by the employee members for fiscal year
2017 is the rate of 7.00% as adopted by the County. For fiscal year 2017, the Counly’s required contributions
eqgualed actual contributions which totaled 5290,442,

Ihe County’s Net Pension Liabilitge Asset {("NPL™) was measured as of December 31, 2016, and the Total
Pension Liability (TPL™) used 1o caleulate the NPL was determined by an actuarial valuation as of that date,

Actuarial Assumptions. The required contribution was determined as pant of the December 31, 2016, actuarial
valuation using the entry age actuarial cost method, The actuarial assumptions al December 31, 2016, includad
{a) 8.0% investment rate of return (net of administrative expenses). and (b) projected salary increases of 4.9
percent, Hoth (a) and (b} included an intlation component of 3.0 percent. The actuarial value ol assels was
determined using technigues that spread the effects of shert-term volatility in the market value of investmenls
over a five-vear period, The total pension liability is being amortized as a level percentage of paveoll on a
closed hasis. The remaining amortization pericd at December 31, 20016, was [3.6 years.

Salary increases were based on a service-related table. Morality rates for active members were based on the
gender-distinet RP2000 Active Emplaves Mortality 1'ahle, with males calculated with a two-vear sel-Torward,
angd with lemales caleulated with a four-year setback. both projected to 2014 with scale AA and then projected
with 110% of the MP-2014 Ullimate scale atter that, Mortality eales For retirees, heneficiaries. and non-

v,
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deposiling members were based on the gender-distinet RP2000 Combined Mortality Table projected 1o 2014
with scale AA, and then projected with | 10% of the MP-2014 Ullimale scale aller that, with males caleulated
with a ane-year set-forward, and with Temales culeuluted with no age adjustment. For disabled annuitants, the
gender-distinet RP2000 Disabled Mortality Table is used, projectad to 2014 with scale AA, and then projected
with | 10% af the MEP-201 4 Ultimate scale atter that. with no age adjustment for males and with a owo-vear set-
Forward for females,

Updated mortality assumptions were adopled in 2003, All other uctuarial assumptions that determined the totai
pension lability as of December 31, 2013 valuation were based on the results of actuarial experience studies,
The experience study in TCDRS was for the period January 1. 2009 through December 31, 2012, except where
required 1o be different by GASB 68, Assumptions are reviewed annually,

The long-term expected rate of return on pension plan investments is 8, 10%, The long-term expected rate of
return an TCDRS assets is determined by adding expected inflation to expected long-term real returns, and
reflecting expected volatility and correlation. The capital market assumptions and information shown helow
are provided by TCDRS' investment consultant. Cliffwater LLC, The numbers shown are based on January
2017 information fora 7 to [{-vear time horizon,

The valuation assumption for long-term expected return is re-assessed at a minimum of every four vears. and is
set based on a 30-year time horizon; the most recent analysis was performed in 2000 3 for the period January 1.
2009 - December 31, 2012, The target allocation and best estimates of aeometric real rates ol return Tor ach
major wsset cliass are summarized in the following tahle:

Long-term
Lxpected Real
Targel Rate of Return
Assel Class: Allecation [Geomelric)

US equitics 13.5% 4,70
Private equity 16.0% 7708
Gilobal equities [.5%y 5.00%
International equities - developed 100.0%, 4. 70%5
International equities - emerging T.0%y 5.70%
[nvestment-grade bonds 3.0% (Latts
High-yizld bonds 30 3.70%%
Cpportunistic credit 2.0% 383"
irect lending 0% 8.15%
Dristressed debt 3.0% 6. 70
RENT equities 2.0%% 3.85%
Master limited partnerships 3.0%% 3.60%
Privale real estate parnerships 6.0% T20%
Hedge funds 200.0% 3.85%

Tatal 100.0%

Disconnt Rate. The discount rate used to measure the Total Pension Liability was 8.10%., which is net of
investmenl expenses and increased by 0.10% to be gross of administrative expenses, The projection of cash
flows used to determine the discount rate assumed that emplovee and emplover contributions will be made at
the rates specified in statute. Based on that assumption, the pension plan’s Fiduciary Net Position was
projected to be available to make all projected future benefit payments of current active and inactive
employees. Therefore, the long-term expected rate of return on pension plan investments was applied 1o all
periods ol projected benefit pavinents to determine the Total Pension Liability,
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Changeys in the Net Pension Liahility/Asset. A schedule of changes in net pension liability/asset is as follows:

Increase ( Decrease)

Total Pension  Plan Fiduciary st Pension

Liabiliry Met Position Liability [ Asset)
i) ikl (ah-ib]
Balance al 1273172005 ¥ 135313629 % 129101621 % GU2.008
Changes for the vear:

Service cosl 382,330 - 582,330
Interast on total pension liability |.008,287 - 1,098,287
Effect of economic/demographic (gains) or losses (208.714) - (208,714)

Effect of assumption changes or inputs - - -

Refund of contributions (37.215) (37.215) -

Henelit payments (432,601) (432.601) .
Administrative expenses 3 (009 NERTIY
Emplover contributions - 337,794 (337,794
Member contributions - 338,953 (338,953)
Net investment income - D33,230 (9332307
Other . (117.372) 117372
Nel chinges 982287 1012380 (30093
Balance at 12/31/2016 S 14495916 § 13924001 § 571915

Sensitiviey of the Net Pension Liahility/Asset to Changes in the Discount Rate, The following presents the
net pension liahility/asset of the County, calculated using the discount rate of 8,1%, as well as what the
Counly s net pension liability/asset would be if it were calculated using a discount rate that is |-percentage-
point kewer (7.01%) or -percentage-point higher {91 %) than the current rate:

1% Decraase in [%a Inercase in

[Mseount Bale  Discount Rate  Discount Rate

_ {7.1%) (8.1%) (9. 1%
Total pension liability Bo16368.934 § 14493916 F 12935173
Fiduciary net position 13924000 13924001 [3.924.001
Net pension lahility (asset) f TA44083 4 371915 % (988.828)

Pension Expense and Deferred Outflows and Inflows of Resources Related to Pensions. For the year ended
September 30, 201 7. the County recognized net pension (henelil) expense of $636,199. Net pension (benefit)
expense was charged to functions/programs as follows:

Ciovernmental

Function/program _Aclivilies
Gieneral povernment b Loni:
Judicial and law entorcement 390,686
Highwavs and streets I15.362
Health and wellare 4,504
Culture and recreation 5,334
Taotal $ (36,199
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HOUSTON COUNTY., TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2017

At September 30, 2017, the County reported delerred amounts refated to pension from the following sources:

Deferred Deferred
Outtlows of [nflows ot
Resources Resources
Differences between expected and actual economic experience 5 = 5 (157,921
Difterence between projected and actual investment earnings T60.839 -
Changes in acluarisl assumplions Bi234 -
Contributions subsequent 1o the measurement dale 207 966 -
Totals, governmental activities $ 1049039 S (157,921

e amount reporled as delerred outflows of resources related W pensions resulting lrom: contributions
subsequent to the measurement date totaling 5207,966, will be recognized as a reduction of the net pension
liability/asset for the plan vear ending December 31, 2017, Amounts reported as deferred outtlows and inflows
of resources related to pensions will be recognized in pension expense as follows:

Deferred Dreferred
Ot Mows of Inflows of
Man vear ended December 31, Resources Resources Mat
2017 5 417 & (R3.707 8 422710
2018 298 451 (74,214) 224237
20109 225179 - 225,179
2020 | 8992 - 18.992
Total 5 1049039 % (157921 £ 891,118

Post-Employment Health Insurance Benefits

Flan Deseripifon. Houston County provides a retiree health insurance program to provide post-employment
group medical insurance benatits for retired employees. The plan began during the year ended September 30,
2015 and is funded ona pay-as-vou-go basis. A separate. andited GA AP-basis post-employment benefit plan
report and actuarial data are not available for this plan,

Filigihiling and Benefits. The program is available o retirees: whao have more than 16 years of conlinuous
service with the County; are eligible for retirement benefits under TCDRS guidelines; participating in the
County’s group health plan prioe to retirement: and have not withdrawn/transferred accumulated TCDRS
retirement funds, Coverage is provided as follows: non-Medicare eligible employees are provided coverage
equal lo current employees for a period of six vears or until the retiree becomes Medicare eligible; Medicure
elivible employzes will be provided with a Madicure supplement plan until death. The County’s premium
contribution portion ranges feom 23% for a 30 vear old with 25 vears of service to | 00% for a 39 vear old with
I & vears of service,

Coverage under the plan is discontinued it the retiree withdrawsAransters accumulated TCDRS funds;
coverage is dropped: the retiree fails to make required premium payments: the County discontinues group
insurance or this plan.

Fusding Policy. The County may contribute all, part. or nona of the premium payment and the County’s
coatribution, iFany, is determined annually by Commissioners Court during the County budget process and is
elfective on a fscal vear basis, For the yesr ended September 300 2007 the County contributed $22.61 1 toward
post-employment health insurance benelits,

i
L]
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HOUSTON COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER M), 2017

OTHER INFORMATION

Tax Abatements

The Counly enters into tax abatement agreements with local businesses under the Property Tax Abatement Act
{“Act”) as allowed by § 312 of the Texas Tax Code. As un economic development tool, taxing units may enter
inlo agreements with taxpayers providing for exemptions Irom taxes [or all or part of the increase in value of
real and/or personal property for up to 10 years. As required under the act. Houston County has created a
reinvestment zone and established guidelines for granting abatements to eligible businesses within the zone.

In January, 201 5, the County entered into an agreement with a pipeline company seeking to construct a natural
gas processing plant. Terms of the agreement include: abatement ol ad valorem and personal property taxes on
the value ol new eligible propertics beginning with tax year 2016 (base year) and continuing for 10 years: and
63% of abated taxes payable 10 the county on January | of each vear following the tax year for which the
abatement applies. The agraement is subject L lermination and abated raxes are subject to recapture in the
event that the company violates the agreement or the facility is completed and begins producing product, but
subsequently discontinues production {excepting certain casuulty events} for a period of more than one year,
For the fscal year ended September 30, 2017, the County’s gross property lax revenues were reduced by
approximately $146.4735

Risk Managemenl

The County is exposad to various rishs of loss related to torts; theft ofl damage to, and destruction ol assets.
errors and omissions, injuries to emplovees; and natural disasters. The County provides insurance coverage [or
zach of these risks. Management believes such coverage is suflicient 1o preclude any significant uninsured
losses to the County, Settled claims did not exceed this coverage during the current year,

Contingent Liabilities

All wmounts received or receivable Trom grant apencies are subject to audit and adjustment by the granting
agency. Any disallowed claims, including amounts already collected, may be required to be repaid to the
granting agency. Amounts payable by the County in ils capacity as a pass-through grantor have been accrued
along with an offserting grant receivable (Le. should expenditures claimed by subrecipients be disallowed by
the granting agency{ics), na liability to the County would exist). The amount, iTany, of expenditures that may
be disillowed by the grantor cannot be determined at this time. although the County expects such amounts, if
any. to be immaterial,

Prior Period Adjustment

Summarized below are prior period adjustments to the [inancial statements, made to reflect changes to fund
balances and net position resulting fram unrecorded FEMA grant revenue in the road and bridge funds.

[ncrease
Adjusiments - Governmental Activities iDecrease)
Fund balunces - Grant revenue receivables ¥ 190,566
Met position — Granl revenue receivables b 190,566

Subsequent Events

Management has evaluated subsequent events through June 27, 2018, the date when the financial statements
ware available 1o be issued.

i
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HOUSTON COUNTY, TEXAS

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL
GENERAL FUND
FOR THE YEAR ENDED SEFTEMBER 30, 2017

Buidgeted Amounts Actual Amouns. Yarlanees
Chriginial [Firal Fav (Linfavi
Adoptied Appropriated Fund Basis Final i Actual
REVENLUES
Fropurty L b 3O 05T 5 920,957 % G 058,477 231,320
Creneral sales und sse lixes 1075000 LA D0 [ OS50 198 (24,802}
Selective sales amd nse xes AN Al [ERH 4.4a1
Fees. lcenses. and permits 200,650 20001630 k322 (328)
Charges for services 181 868 4493 D08 480,043 [12.363)
Fines and foreleiures LGl 500 &l 500 I8 b ] 225961
Infergovernmental revenue amld erans 187 K} A3ERE0 442823 3805
Contribaions arnd denations from peivate sources T 2150 [, 941 [134)
Pavments in licu of taxes AR.000 IR0 40,551 8,331
Investment sarnings 000 5000 12,211 .21
Other revenue 77500 AR T 29531 (59,230
[otal revenues . 1AdA3S RA439 495 RA21.276 [RE7RI
FXPENIMTLRI S
Cieneral povernment
County judgs 145 Bide |45 806 [43.R95 LaLl
(OUNLY COmmissioners 261,034 Ialiid 2ol 208 Tia
Clonnry clark 20152 165,127 [ET . 135
Infarmation technolegy #1.,07h 134076 15,163 (2.087)
Mop-departnentl Ao 040 PEERIELE T3 226
Hurman resourees 12248 12,248 Hha27 .62l
[hstrict clerk . TIR 277 4RE 237411 257
County juvenile hoard 17,212 17,212 17,1403 1069
Elections B 127 02,127 %3531 {1.204)
County auditer 190,942 12,042 175 603 [2.454%
Cloney transurer [ 37,100 |37, 100 130344 h,741
Councy tax assessn-collectnr 128,231 328.231 36790 L1+
Conrtheiss 170351 [ LA 147 .0l 12670
[nsurance [IARTEY 90635 03060 20,5549
Lliilities 234,500 23,500 [ 77131 Fh544
Clommunity servics restitution 0,507 3h.507 53,175 1332
Fatal meneral governmenl 3054013 3207 873 2830 728 EEENE N
Judicmal and Taw enlioreemsnl
County court at law i 290,631 266,231 24380
District court 109314 oG4 Q795 15819
Justive ol the peace, Pot Moo | 15,752 115,752 | 1d,67% |.073
Justice ol the pepes, Pol Mo, 2 Llg. 107 L&, 107 115372 T35
Clouncy attorney 311032 R N33 3882
I¥istrict attormey 239121 230,214 253,105 {2.869)
Environmental officer 40033 ERAIER" 21854 13.17%
Counly vanstagle, Pet No, | 40614 [ 2614 42054 Wt
Connty canstable, Por Mo, 2 F0H 37044 20,587 437
Sherift 1.444.712 | 440,020 1,345 Bt 52457
Jail 1,252,730 1,257,630 [.261.525 (2,875)
Department af public salety R8BS 38833 3821 a4
Adull probation - A, 760 FA05 k]
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HOUSTON COLUNTY, TEXAS
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
GENERAL FUND
FORTHE YEAR ENDED SEPTEMBER 30, 2017
(CONTINUED)
Yoarinces

Budgeted Amounts Actual Amoeunts

FURD BALANCE - END OF YEAR

$ 1871387

il Fingl Fav (LUnfavi
Adopled Appropristed T usd sz Final w Actusl
Tudicial amed Bew enloreement (continged
Bail bond hoard 1.753 1753 1,296 437
Diistrict atwrney salary supplement 35646 35646 27427 R
12th court ol appeals L4100 1400 =N, 1,400
Fowal judicial and law enforecment b %5062 0552 FATh AGOE | 2R.801
Cufture and recreation
Veleran services officer 3XA5 32431 IpR32 13k
Clounty extension service 94157 QST R7312 hh43
Texus parks and wildlife THHY THHY |77 523
[ lizzarical commission 24,995 24995 4, 308 JLaRY
Tatul vulture and recreation 131253 132,203 (22827 29,436
Lapital outlay
Monsdepartmental - A 0040 2a, T8I 13,220
County atwrmey 3,00 ERVISL H.500 A.500
[ristricy atiorme 3,004 - - -
Sherif? LRI H1.721 51,721
Fatal capital cutlny [{HR.000 131,721 15001 [6.720
Debeservice
Principal 149,287 14,287 9,287 -
Imtarest 304 Jng 233 54
Tistal expendilures 7419254 TAITn0T  T093T00 323236
EXCESS{DEFICIENCY ) OF REVENUES
CVER EXPENINTLHERS T44.381 222493 . 327,510 TR T
CFTHER FINAMCING SOURCES (LsES)
Proceesds (rom sale ol resl and perannal propery - - = -
Procesds from notes/capital lcases - #1721 B1.721 =
Iransfers in 11,534 11,554 T R R TH
I'Fanslars ol (R R (1723050 [1.723.650) B
Ml pther Moancing sources (uses) [1.630.284) (1LB30.395) {1634, 1963 LERH N
MNED CHANGE IN FUNID BALANCE (905,905 (R0T.R02 [ 1{5.680] T2 6
FUR BALANCE - BEGINNING OF YEAR 2777296 2777290 2.777.290 -

5 | S9ak 388 4

267004 %

TL21R

See Independent Auditors' Report and Motes to the Finaneial Statements.
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HOUSTON COUNTY, TEXAS

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL

ROAD AND BRIDGE PRECINCT NO. 1

FOR THE YEAR ENDED SEPTEMBER 30, 2017

BENVEMLIES
Property taxes
Creneral sules and wse taes
Selective sales and use mxes
Fees, licenses, and permis
Charges for services
[Fines and Lorieilunes
Interpovernmental revenue and grants
Cantributions and donations From private sources
Pavments in licu of taxes
[mvesiment surnings
Cither revenue

Total revenues

PEMDETURDES
Cieneral governmen
Judicial and law enfarcement
Highwuvs unid strects
[ealth and wellare
Culture and recreation
Pass-through expenditunes
Capital outlay
[ehl service
Principal
[mlemesl
Tutal expenditures
FRCESS (DEFICTESCY yOF REVENLIES
OVER EXPEMDITURES
OTHER FINANCING SOURCES (LSES)
Proweeeds Mo sale of real and personal property
Proceeds [rom nolesicapital feases
Transfers in
Transfors out

metather financing sources (uses)

WNET CHANGE [N ELINDH BALANCE
FLWND BALANCE - BEGINNING OF YEAR
FRIOR PERIOD ADIUSTMENT

FUND BALANCE - ENDN OF YEAR

Budeeted Amounts

Actngl Amaynis

Varipnees

Criginal Fimal Fav (L nfiav)
Agloplod Appropriafad Tunid Phassis Final wo Actual
£ - - 5 E b -
101000 EHRETE 107813 aRld
RN ikl BRI ER 2nl 740
2,000 8050 [La0
= - 2ilhq 26
- 5921 5.921 =
L6040 120,521 B339 260814
34663 339,572 T 184 {hil2)
43209 43209 43200 £
i il A -
100,761 A3 6E2 440,254 (a2
[ELENTEN 2R3 061 [49.933) 2312
283 161 28316l i al -
283161 233.161 28316l :
- - 2332006 235,204
L1367 19,367 (1367 -
- - 4,748 4748
b (19367 & (143670 % 2IRFRT 4 237,934

See Independent Auditors’ Report and Motes o the Financial Statements,
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HOUSTON COUNTY, TEXAS

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL

ROAD AND BRIDGE PRECINCT NO. 2

FOR THE YEAR ENDED SEPTEMBER 30, 2017

REVEKLES
Property tases
Crenersl sules and use e
Selective sales and use lnaes
Fees, lcenses, and pernis
Charges for services
Firmes ool forleilures
Intergovernmental revenue and grants
Contributions and donatiens from privaie sources
Payments in Lew of tases
[nvestment carnings
Other revenae

Latal revenues

INPEMIITLRES
Cieneral povarnment
Judicial and law enforeenent
Hizhways and strocts
Health angd wellare
Cultare and recreation
Pass-threugh expenditones
Capital outlay
Dbl service
Mrincipal
Interast
Totul expenditures
EXCESS (DETICIENCY y OF REVERLIES
OVER EXPENDITURES
OTHER FIMANCING SOURCES (LUSES)
Procecds from sale of real and personal property
PFroceeds (rom notescapital leases
Translers in
| ransfers put

Net other financing sources (uses)

NET CHANGE [N FUND BALANCE
FUMND BALANCE - BEGINWING OF YEAR
PRIOR PERIOD ADNUSTMENT

FUND BALANCE - END OF YEAR

Hudeeted Amaounts Actal Amuipunts Yariances
[rizinal Fina Fiv ([ nduv)
Aglopled Appropristed Fund Basis Final o Actual
5 - b - % - b -
33,000 [ 33000 IR %859
n. e BA00 (8. 750 10, 130
- 313,128 312,128 -
s 474 178
[ 41600 133,728 863,215 T 487
ARY SRS Bi2.113 739,162 42,041
47170 47170 F7.170 -
2025 24123 2025 .
2349180 3108 RilN.357 42,951
(3597, 53800 (AT Sl (243,142 [52.438
AT R0 172 5R0 372580 -
A3T2.580 3172580 ATZAH0 -
{23,000 (25,000} 27438 [52.434
{33,020} (15026 (35020 :
= - fall 4 2% a2
b (a 0Zay (a6 % 132835 § 22861

See Independent Audilors’ Report and Motes (o the Financial Statements.
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HOUSTON COUNTY, TEXAS
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
ROAD AND BRIDGE PRECINCT NO.L 3
FOR THE YEAR ENDED SEPTEMBER 3, 2017

Budgeted Amounis Actuul Amounts Wariances

Uriginal Fimal Fav ilLnfiv
Adopted Appropreated Fund Basis Final 1o Actual
REVENLIES
Property mxes 5 - 5 - 5 - -
Gereral sales and use taxes - - - -
selective sales and wse taxes = - - -
Fees. licenses, and permils I 33,0000 [ 53,000 164,336 11,556
Charzes for services - - - E
Firnes andd focleitures - - - -
Interziovernmental revenue and grants 457 Q.07 [, 703 154,729
Comtribations prcl doralions (rom privale sources - I1,503 2,705 1,200
Pavments in licu of taxes - - = =
Investment samings - - SOl Fhir
Oither revenue fk 3834 [5.360)
Total revenues 162974 243,874 M 366 162,487
EXPENDITURES
Ligneral governmenl - - - -
Judicial and law enforcemend - * - :
Highwirys and strects 523613 r0d,5 18 3RS 439 149475
Flealth and welihne - - z )
Culmre and recreation - - - -
Pass-through expenditures - - -
Capital outlay - - fr. 26l (62043
Dbl servive
Principal (7 940 67 b 7.6 -
Interes 3607 30607 1607 -
Totul expenditures 505,166 nia.07 | hihd 236 12.813
FXCESS (DETICIENMCY ) OF REVENLIES
OVER EXPENDITURES (132,192 (4321929 {236 8 175,012
OTHER FINANCING SOURCES (LISES)
Procecds from sale of real and personal properly - . - -
Procesds from noles‘capital leascs - - - -
Mmnslers in 4320182 432,192 432,192 -
Transfers out - - - -
Metather financing sources {uses) 412,192 432,192 432,142 -
NET CHANGE IN FUND BALANCE - - 175,302 175,302
FUND BALANCE - BEGINNING OF YEAR 1.250) 114250 {14.250) -
PRIOR PERIOD ADJUSTMENT - - 54.251 54,251
FUND BALANCE - END OF YEAR b (12508 % (142500 & 215,301 219,353

See [ndependent Auditors' Reporl and Notes o the Financial Statements.
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HOUSTON COUNTY, TEXAS

SCHEDULE OF REVENLUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL
ROAD AND BRIDGE PRECINCT NO. 4
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Budgeted Amounts Actual Amounts

Wrianoes

Ciriginal Finut Fav (1Intav)
Aglopred Approprigted Fund Fazis Final to Actual
REVENLES
Proparly e - % = - 5 =
Cieneral sales and use taxes - = = H
Selective sales and use taves - = : -
Fees, lcenses, and permits [ 42,000 | 42,000 153208 [ 1208
Charges for services - - ) )
Fines ard forfeitures Z = - =
[ntergovernmental revenue and grants 9275 BT HRA4F40 375,203
Cantributions and donations from privaze sources - 1,060k 1789 TRY
Pavments in o of laxes - - - -
Imvestment sarmings - - 711 11
Chher ravenue - - 121 321
Tiala) revenues 151275 52,275 340 560G 185294
EXPEMNDITURES
Creneral govermment - - - -
Juadicial and L enloreemend - - - -
[Highways and slrests FAE 45,1 Pt A SLIG6
Health and welfare = = - -
Culturs and recreation - - -
Poss-through expenditures - - - -
Capital outlay & 5 9 24 (49,205
Dbt service
Principal 30347 39347 39347
Incerest G 13 913 =
Fotal experdilures ShB.661 8946 SRRET _TET
EXCESS (DEFICIENCY 1 OF REVEMNLIES
OV ER EXPENDITURES (137.386) CI3T.3ER) CHEE05) JRLDEL
OTHER FINANCING SOLRCES (LIS1ES)
Procaeds from sale of real and persenal property - L L z
Proceeds from notes‘capital lenses - - - -
[ ransfers in 402,380 4072 386 02, 386 -
Translers oul - - - -
Mel pther linuneing sourees |uses) 402,386 402,380 402 380 .
MET CHANGE IN VUMD BALANCE (35000 {35 000 354,081 EEARILY |
FUND BALARNCE - BEGINNING OF YEAR 20977 21977 21,977 -
PRICR PERIDD ADIUSTMENT - - TLIH GNEE]
FLMD BATLANCE -ENID O YEAR (13023 & 113,023 &5 447202 % 60,225

See Independent Auditors' Report and Motes Lo the Financial Stalements,
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HOUSTON COUNTY, TEXAS
SCHEDULE OF REVENULES, EXPENDITURES, AND CHANGES IN FUNID BALANCE
BUDGET AND ACTUAL
FEMA GRANT FUND
FOR THE YEAR ENDED SEPTENMBER 30, 2017

Hudgeted Amounis Actizal Amounts Wariances
(rizinal Final Fav i Lnluv}
Adlipied Appropriatad Fund Basis Final o Actual
REVEMLES
Property taes 5 - i £ b & 5 P
Creneral sules und use e - . - -
Selactive sales ancd use lves 4 & . .
Fzes, leenses, and permics - - - -
Charges for services - - . -
Fines and forleiunes - - - -
Intergovernmental revenue and grants - - 492,467 69T 467
Loomtributions and donations from privame sources - - &
Pavments in lico of taxes B - -
Investmenl earmings “ “ . .
{ither revenue = - "
Lotal revenues - - 6492 467 A2 467
PXPENIHMTURES
Cieneral povarnment . i 2 3
Judicial and faw entorcement = - i i
Highways and streets - . A2 AT (692,467
Health and wallare - z i L
Culvare and recreation - - = o
Pass-through expenditres E 5 - #
Cupital outlay < “ 2 -
Dehl service
Priowcipal - e = "
Interes] - - -
Towl expendilures - - (92 467 (692 467

EXCESS (REFCIENCY ) CF REV ENEHTES
OVER EXPENDITURES - . - -
OTHER FINANCING SOURCES (USES)

Proceeds from sale of real and persenal property - 3 3

Proceeids [rom netesicapital len=es - - - =
Translers in " = - e
I'ranafiers out - = 3 -

Met other financing sources [E5cs) r = Z 2

MNET CHANGE [N FUND BALANCE - - i %

FLWD BALANCE - BEGINKING OF YEAR 7 2 - .

FUND BALAMCE - ENDVOTF YEAR & - 5 - b - % -
Sce [ndependent Auditors' Report and Motes to the Financial Statements,
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HOUSTON COUNTY, TEXAS
SCHEDULE OF CHANGES IN NET PENSION LIABILITY (ASSET)
AND RELATED RATIOS - LAST TEN YEARS *
FOR THE YEAR ENDED SEPTEMBER 30, 2017

201 6%* 2015%* 4%

TOTAL PENSION LIABILITY

Searvice cost 5 38230 0§50 480944 5 478176
Interest on total pension liability 1098287 [ OO%8] 3 Q301,394
Effect of plan changes - (74034, -
Etftect of assumption changes ar inputs - lak468 -
ElMect of economic/demographic (gains) or losses (208.714) [18,574) {37.965)
Benefit payvments'relunds of contributions (489.816) (F28.381) (413,502
NET CHANGE IN TOTAL PENSION LIABILITY Q982,287 1100236 953303
FOTAL PENSION LIABILITY - BEGINNING 13,513,628 12413392 11.458.089
TOTAL PENSION LIABILITY - ENDING (2 S 14495915 % 3513628 § 12.413.392
PLAN FIDUCIARY NET POSITION
Employer contributions £ 337794 0% 338512 08 T4
Member contribulions 33R.953 342983 208850
[nvestment income, net of investment expenses 953,230 3409 TO7.258
Benell payments/refunds of contributions (489.816) (438381 (413302
Administrative expenses Ty (9 "'I'ﬁ'} (3.385)
{Mher 17,3720 19,353 13,436
MET CHAMNGE TN PLAN FIDUCIARY NET POSITION 012,380 246,657 982,198
PLAN FIDUCIARY NET POSITION - BEGINNING 12,911,620 | 2,664,563 | 1,682,765
PEAN FIDUCIARY NET POSITION - ENDING (b)Y % 13924000 % 12911620 5 12664963
NET PENSION LIABILITY (ASSET) - EMNIING ia-hy % Rl I B aO2.008 5 __["'.-,Sl._"ﬁl"]
RELATLED RATIOS
Plan Fiduciary Net Position as a percentage
of Tolal Pension Liability S5y 5.553% 102.03%
Pensicnable Covered Pavroll 5 4825624 § 4B35892 F 42697280
Net Pension Liability (Asset) as a percentage
[ 1.83% 12.45% -5.89%

ol Covered Payroll

* - GASE 68 requires ten vears of data o be presented, Data [or only three vears are available,
## I accordance with GASB standards. the Counly has elected Lo present data caloulaled at the actuarial valuation?
measurement date, which cecurs on December 31 ofthe vear preceding each lscal year,

See Independent Auditors' Report and Notes to the Financial Statements,
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HOUSTON COUNTY, TEXAS
SCHEDULE OF PENSION CONTRIBUTIONS
LAST TEN FISCAL YEARS®
FOR THE YEAR ENDED SEPTEMBER 3}, 2017

Actual Contribution

Fiscal Actuarially Actual Contribulion Pensionable
Year Ending Determined Emplover Deficiency Coverad as a % of Covered
Septemtber 300 Contribution Contribulion {Excess) Payvroll Pavroll
2015 b 318.72] % 318,721 5 - % 4559555 T
2016 339,512 339,512 - 4850, 190 T.0%
2017 290442 200,442 - 4732 866 &, 1%

* - G ASIE AR requies len veurs al dara o be presented, Data for only three vears are available

See Independent Auditors’ Report and MNoles Lo the Schedule of Pension Contributions
TR
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HOUSTON COUNTY. TEXAS

NOTES TO THE SCHEDULE OF PENSION CONTRIBUTIONS

Valuation Date

SEPTEMBER 3, 2017

Actuarially determined contribution rales are caleulated as of December 31,
two yedrs prior to the end of the liscal year in which the contribulions are
reported.

Methods and Assumptions Used to Determine Contribution Rates

Actuwarial Cost Methad
Amartization Method
Amortization Period
Avved Fewation Metheod

faflontivan

Salary Increases
frvestment Rate of Retirn
Ceaast-nf=Livine Adinsimeniy

Revirement Age

Moricfing

Other Information

Presentation ol Schedule

Entry Age

Level percentage of pavroll. Closed

1 3.6 vears {hased on contribution rate caleulate in 12/3 1716 valuation)
S-year smoothed market

3%

4.9% average over career including inflation, varies by age and service,
8.0%, net of investment expenses, including inflation

i0.0%

Members who are eligible for service retirement are assumed Lo commence
receiving benefit payments based on age. The average age at service
retirement for recent retivees is 61,

It the 2005 aetuarial valuation, assumed life expectancies wers adjusted as a
resull of adopling 4 new projection scale (110% of the MP-2014 Ultimate
Scale) for 2014 and later. Previously, Scale AA had been used. The base
table is the RP-2000 table projectad with Scale A4 to 2014,

Mo changes in plan provisions are reflected in the Schedule of Pension
Contributions,

In aceordance with GASB standards, the District reports contribution activity
included in the Schedule of Pension Contributions based on the County’s
tiscal vear end of September 30,

Sy o
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HOUSTON COUNTY, TEXAS
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
SEFTEMBER 3, 2017

Nonmajor ['oral
Deht Special Monmajor
Service Revenue Crovernmental
Fund Funds FFunds
ASSETS
Cash and cash equivalents b 60803 & 716,388 % 777.391
Receivables
Property taxes 38.732 - a8,732
Crrants - 116,654 | 16.654
Oiher = miscellaneous - 13,154 15,154
(e from other funds - 33264 33,264
Prepaid items = - 35,335 35,355
TOTAL ASSETS b 119,335 & ‘.Jl'.-'.[]‘l_:"_ b 1.036,350
LIABILITIES. DEFERRED INFLOWS
OF RESOURCES, AND FUND BALANCES
Linhilities
Deficit in pooled cash 5 - 3 08199 % 68,1949
Accounts payvable and accrued expenses - 102,161 102,161
e o other funds - 3,769 3,769
Lnearned revenues 4 3,744 3.740
Fatal liabilities - - 177,864 | 77.869
Fund balances
Monspendable - 11.732 11,732
Restrictad [ 19,335 202 Thd 112,200
Assigned - (15,882 105,582
Linassigned - 28.768 28,768
'otal Tund balances 119,535 739,146 B3R.68]
TOTAL LIABILITIES. DEFFRREREDY INFLOWS
OF RESOURCES, ANDTFUND BALANCES b 119,535 % o17.015 8§ [36,550

See lndependent Auditors! Reporl.
- K3
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HOUSTON COLUNTY, TEXAS

COMBINING STATEMENT OF REVENUES, EXPENDITURES,

AND CHHANGES IN FUND BALANCES - NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

REVENLIES

Property taxes

Selective sales and use taxes

Fees, licenses, and permity

Charges for services

Fines and forfaitures

Intergovernmental revenue and grants
Contributions and donations from privile sources
[nvestmenl earnings

Other revenue

Fotal reventes

EXPENDITURES

CGieneral government
Judicial and law enforcement
[ighwavs and srreets
Health and welfars
Chulture and recreation
Pass-through expenditures
Capilal oullay
Dbt service

Principal

Interest

Tuotal expenditures

L XCESS (DEFICIENCY) OF REVENLES

OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)

Proceeds from debt issuance
Transters in
Transters out

Met other financing sources {uses)

NET CHAMNGE IN FUND BALANCE
FUND BALAMNMCE - BEGINNING OF ¥TAR

FUND BALANCE - END OF YEAR

Monmajor Total
IDeht Special Monmajor
Service Revenue Ciovernmental
Furd Funls Funds

¥ Q09,689 % - B Q9.H89
- 0,281 30,281

- [ 7E.772 178,772

- TH.G40 TE.640

- 142 8HE5 142,885

- B326l13 852615

. 7,092 7.092

1.520 6,018 7,538
7.278 14,753 22.033
918,487 1,311,058 12229545
- 124,678 124,678

- Q43,998 G 9u8

- 30,304 50,504

- 402 812 402,812

- 55,195 55,193

- 53,823 33.823

- 101,821 111,821

475, 1) - 475,000
405,940 - 405,940
BRO.940 1,729 831 2.610,771
37,547 (418,773 (381.226]

- 27.681 27681

- 679316 679316
- (453,718} {453,718)

- 253,279 253,279
37.347 {165,494 (127,947
81988 L4, 641 086,628
b 119,535 % T 46 8 BiR.681

See Independent Aunditors' Report,

R



HOUSTON COUNTY, TEXAS
COMBINING BALANCE SHELET
NONMAJOR SPECIAL REVENUE FUNDS
SEPTEMBER 30, 2017

Courthouse

Jury Aldrport Security
Fund ~ Tund Fund
ASSETS
Cash and cash equivalents 5 38565 8 9,713 24 364
Receivables
Cirants - = A
Other - miscellancous 3,740 - -
Diue from other tunds 4,000 - 1.317
Prepaid items - 374 -
TEXUAL ASSES i 41‘3.3_(_}3" s 10,092 Ei,ﬂ
LIABILITIES, DEFERREDR INFLOWS
OF RESOURCES, AND FUND BALANCES
Liahilities
Deficit in pooled cash b 32045 330 -
Accounts payable and accrued expenses 26,220 512 2,303
Dhe to other funds - . -
LUnearned revenues 3740 - -
Total liabilities 62,101 842 2,503
Fund balances
Monspendable - At -
Restricted - - 23,378
Assigned - 387 -
Linassigned (15, 798) 5 -
Total fund balances (13, 798) Q.250 23378
TOTAL LIABILITIES, DEFERRED INFLOWS
O RESOURCES, AND FUND BALANCES b : 46,303 % [e),0a2 23,681

_ 86 -



Law llotel Justice Tustice County &
Library Cecupuncy Community Court Courd IHsiriel Court
Fund Tax Development Security Technology Technolopy
$ 3421 08 F455 & IREOE 8 [2.64] % 6,787 % 1,118
- 3981 - - . =
[.179 - . 83 349 99
. . - - 7,000 -
$ 4600 % 58.436 % 38805 % 12,726 & 4,136 % 1.217
5 - 5 - b - 5 - 3 - 5 -
249 8 = g c
84y - - F " "
: 8 - . 7000 -
3.751 3B.436 - 12726 7,136 1217
- - 3B.B03 - - -
3,751 38436 JB.805 12,726 14,156 127
5 4600 % 38436 % iBB05 % 12,726 % 14,136 % 1.217

See Independent Auditors’ Report.
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HOUSTON COUNTY, TEXAS
COMBINING BALANCE SHEET
NONMAJOR SPECIAL REVENUE FUNDS
SEPTEMBER 30, 2017

Family Child Abuse Right of
Protection Prevention Way

ASSETS
Cash and cash equivalents 5 6709 4% 6R9 5 35963
Receivables
Cirants - - -
Other - miscellancous a; - .
[ue from ather funds 21 -

Prepaid items - - =

=]

iy

tly
=
=i
led

TOTAL ASSETS § 6,784 5 710 8 33,

LIABILITIES, DEFERRED INFLOW S
OF RESOURCES, AND FUND BALANCES

Liahilities
Deficit in pooled cash 5 - 5 - S .
Accounts payable = = E
e to other funds - B -

Unearned revenues - - 5

I'oral Babilities " . ;

Fund balances
MNonspendable - - -
Restricted 6,784 i 2
Assigned - T 35963
[nassigned - - -
Total fund balances 6,784 710 33963

TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOLRCES, AND FUND BALANCES b 6,784 % 710 % 33,963

- d

SRR -



Records Co Clerk District Clerk County Clerk County

Road & Bridee  Management & Records Records Vital Clerk
Fines Preservation Preservation Preservation Records Archives
% IR 8 4467 % 4,192 % RTH R 25 % | 48,096
[5.428 5.201 1215 140 234 -
- - 2,850 - - 23,413
by 72226 § o068 8 10,257 % (90 5 230 5 171.500
b - $ - S - 5 - b - b -
SR - [,B5] 28 - -
494 ) 1,951 28 - _
- - 2 B30 - - -
71,732 9668 - |62 259 [71.500
- - 5.436 - - .
71,732 9.668 8.306 |62 259 [71.504
b 72226 % D668 % 10,257 % 190 % 239 % 171500

See Independent Auditors’ Report.
e



HOUSTON COUNTY, TEXAS
COMBINING BALANCE SHEET
NONMAJOR SPECIAL REVENUE FUNDS
SEPTEMBER 30, 2017

Laistrict Co Attorney
Clerk Pre-trial Hot Check
Archives [ntervention Fees
ASSETS
Cash and cash equivalents B 13,365 5 [5.821 8 [3.58]
Receivables
Cirants - - -
her - miscellaneous - B ET TLHO
[Jue Fronm other tunds 230 - -
Prepaid items : = fi
TOTAL ASSETS $ 13,795 % 20,751 8 [4.291
LIABILITICES. DEFERRED INFLOWS
{OF RESOURCES, AND FUND BALANCES
Liabilities
Deficit in pooled cash % - b = 3 5054
Accounts pavahle - 407 a4
Due 1o other Tunds - - -
Unearned revenuss - - -
Tatal Hahtlitics - 407 A.R3%
Fund halances
Nonspendable . - -
Festricted [ 3.795 20,344 -
Assigned - - 8633
[Inassigned - - - -
Total fund balances |3.795 2344 8.033
TOTAL LIABILITIES, DEFERRED [NFLOWS
OF RESOURCES, AND FUNID BALANCES 3 [3.795 % 20,751 % 14,291

- Qi) -



District County District LEOSE

Altorney Allorney Altormey Sherift Permanent Cducation
Haot Checks Farfeiture Forfeilure Forfeilure [mprovement . [unds
1032 % | B43 % 11323 % |7.582 % 11,848 % 4910
1032 % [ 11,223 8 17,582 &% 11.848 % -'i.‘}‘J[II
- 5 - b 510 % - 3 - b -
- - - T - -
- N - 310 176 - -
- | &3 (0813 | 6,806 - 4810
[O32 - - - [ 1,845 -
[,032 1.843 [D.813 [ & 810 11,848 L9100
103z % .84 5 11,323 % 17,5382 N 11,848 % 4,910

See Independent Auditors' Reporl.
=0] =



HOUSTON COUNTY, TEXAS
COMBINING BALANCE SHEET
NONMAJOR SPECIAL REVENUE FLINDS
SEPTEMBER 30, 2017

[istrict Vehicle
Attorney Inventory Tax Miscellaneous
Apportionment [nrerest Crrants
ASSETS
Cash and cash equivalents b 59745 7l % B2
Receivables
Ciranls - - 15,793
(nher - miscellaneous - - -
Due trom other funds - . -
Prepaid items - - -
TOTAL ASSETS b R 371 % L3877
LIABILITIES, DEFERRED INFLOWS
OF RESOURCES. AND FUND BALANCES
Liabilities
Deeticit in pooled cash 5 il % A9 % (0,970
Accounts payable 3049 - 1,431
Due to other funds - - GO0
Llncarned revenues ) - - -
Total liabilities 670 49 L3001
I und balances
MNonspendable - - -
Restricted 3304 322 2876
Assigned - - -
Lnassigned - - -
Total fund balances 5.304 32 2876
TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES, AND FUND BALANCES 5 3974 % 3Tl 5 15,877




Emergency Wictims 911

Senior Management Assistance Juvenile Addressing llke
Fund Cirant Ciruni Probalion Crrant . Grant
b 20601 % - 5 - b 10275 % - 5 8
11,303 37,261 |.822 - 2557
4793 - - - -
- 1030 - 2.66] -
026 210 - 477 -
b 46,723 & JR501 % 1.822 &% 13413 % 2537 % _ _8
b - s 0399 & J985 % 5255 % .6y 8
22,354 9,641 2.268 H,775 1,276 8
284 103 - 2,780 -
22,038 [a. 143 6,233 [4.810 4441 3
|26 - - 477 -
_ - - - (1,584} 3
23,059 22356 (44300 (1.874) -
24,085 22,356 (4.431) (1,397) {1.884) )
% 46,723 % 3B501 % 1,822 % 13,413 % 2.557 8 b

See Independent Auditors' Report.
=093 -



HOUSTON COUNTY, TEXAS

COMBINING BALANCE SHEET
NONMAJOR SPECIAL REVENUE FUNDS

SEPTEMBER 30, 2017

ASSETS
Cash and cash equivalents
Receivables
Cirants
Other - miscellaneous
Due from other funds
Prepaid items

LIABILITIES, DEFERRED INFLOWS
OF RESOURCES, AND FUND BALANCES

[iabilitics
Deficit in peoled cash
Aceounts pavahle
Due to other funds
Unearned revenues

Total liabilities

Fund halances
Nonspendable
Restricted
Assianed
Unassigned

Total Tund halances

TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES, AND FUND BALANCES

Title 11
Timber
Funds

TIIC
Courthouse

Fenoyat on

$

Timber &
Mineral
Funcs

b 26916
47491hR
$ I'H.?J%
$ =
23,958
23958
| 50,874
o 150,874
5 ]_T-LEEJ

g ¥



CETRS
Crrant

Tl
Monmajor
Special Revenue
Funds

b 6,199
102,161

3.76%

3.740

177,869

11.732
592 704
|05 882
28,708

734146

b G170

See Independent Auditors' Reporl,
-5 .



HOUSTON COUNTY, TEXAS

COMBINING STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES - NONMAJTOR SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

REVENLES
Selective sales and use taxes
Fees, licenses, and permils
Charges for services
Fines and forfeitures
Intergovernmental revenue and grants

Contributiens and donations from privite sources

Investment earnings
Other revenue

Taotal revenues

CXPENDITURES

Crenerdl government

Judicial and law enlforcement

HMighways and streets

Health and wellare

Culture and recreation

Pass-through ex penditures

Capial outlay

Debt service

Principal
Interest
Total expenditures

CXCESS (DEFICIENCY ) OF REVENLES

OVER EXPENDETURES
OTHER FINANCING SOLUIRCES (USES)

Proceeds from debr issuance

Translers in

Transters out

Met other Mnancing sources (Lses)

MNET CHANGE [N FUND BALANCE
FUND BALANCE - BEGINNING OF ¥YEAR

FUND BALANCE - END OF YEAR

Courthouse

Jury Adrport Security
Fund Fund FFund

B e 5 - & =
7,762 - 7491

- 37624 -
- . .47

TL531 - o
230 - a7

- 2847 -
RIS 40471 | 2,805
451,520 - 63,578

- 35,193 -
451,520 55,195 65,528
(372.797) (14.724}) (32,723)
362,500 . 800 75,000
362500 6.800 75.000
{10,297) (7,924 22377
- (3,301 [ 7.174 1,101
& (15,7981 5 9250 8§ 23,578

_0G -




Law [otel Justive Justice County &

Library Occupancy Community Court Court Diistrict Courl
Fund Tax Development securily Technalogy Technology
- 5 32RO - 5 - 3 - 5 -
10,063 - - - - 1038
; : - 1,695 6.833 .
- . 19,172 " : :
30 Gl - 94 &1 9
[0.093 30,741 19,172 1,784 6.915 | 057
10,189 47,444 i ; )
& - 50 7.000
[0, 189 4744 - 501 FRALHL -
(96) i 16.703) 19,172 1,288 (87 1057
=, - (ﬁ13‘ﬂ{]:| i =
- s (6,800 :
(90 (16,705) 12.372 1,288 (87} 1,037
3.847 75,139 20,433 11,438 14,223 Ll
3751 5 SBale % 38805 5 12,726 % 14,136 % 1,217

See Independent Auditors' Reporl,
- 07 -



HOUSTON COUNTY, TEXAS
COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - NONMAJOR SPECIAL REVENUE FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2017

Family

Protection

Child Abuse
Prevention

Right of
Wy

REVEMLUES
Selective sales and use taxes £
Fees, licenses, and permits
Charges For services
Fines and forteitures
Intergovernmentil revenue and grants
Contributions and donations from private sources
Investment earnings
Oither revenue

i
5

(e

Tatal revenues

144

EXPENDITURES

General povernment
Judicial and law enloreement
Highways and streets
Health and welfare
Culture and recreation
Pass-through expenditures
Capital outlay
[debl service

Principal

Interest

Total expenditures
EXCESS (DEFICIENCY ) OF REVENUES
OVER EXPENDITURES
OTHER FINANCING SOURCES (USES)
Proceeds flrom debt issuance
Transtars in
Transtars out

Met ather fnancing sources (Uses)

~ (82,000)

(82,000}

NET CHANGE IN FUND BALANCE
FUND BALANCE - BEGINNING OF YEAR

[,055

5,729

144
566

10,517

FUNMD BALANCE - END OF YEAR 3

H, 784

710§

_0g -



Recorils CoClerk District Clerk County Clerk County
Road & Bridge  Management & Records Records Vital Clerk
Fines Preservation  Preservation Preservitlion Ricords Archives
b - 5 - $ . 5 - - $ -
- 18,082 35.035 [.374 430 -
[G7. 167 . = s - -
264 f 2 | 1466
107451 1 8.088 33034 1,580 431 1 466
- 4,680 29,019 3043 2818 27,025
6,588 - - - - -
6,588 4680 29019 3043 2818 27025
50,843 |3.408 6,037 [1.A463) {1387} [25,559)
(ps.no0) - - . - -
(65.000) - " . - .
25,843 13,408 6.037 {1.463) {1.387) (23,5330)
45,889 (3,740 2,269 1.627 | 646 197,068
¥ 71,732 8 0668 8 306 % B a2 259 8 171,504

See Independent Auditors' Report,
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HOUSTON COUNTY, TEXAS

COMBINING STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES - NONMAJOR SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Districl
Clerk

Archives

Co Allormey
Pre-trial
Intervention

Hast Check
Fuogs

REVENUES
Selective sales and use taxes :
Fees, licenses; and permits
Charges tor services
Fines and forfcitures
Intergovernmental revenue and grants
Contributions and donations {rom private sources
[nvestment carnings

Other revenue

Total revenues

EXPENDITURES
Creneral governmen|
Judicial and law enforcemant
Highwiys and strects
Health and wellare
Culture and recreation
Pass-Lhrough expenditures
Capital outlay
Deht service
Principal

Interest

'otal expenditures

EXCESS (DEFICIENCY} OF REVENLES
OWVER CXPENDITURES

OTHER FINANCING SOURCES (LSES)
Proceeds lrom debt issuance
Transfors in
Transfers oul

80014

L1277

(2,025

(6031

Met other financing sourcas (uses)

{10384}
{1,384}

NET CHANGE IN FUND BALANCE
FUND BALANCE - BEGINNING OF YEAR

2,287

i e

L1.508

(2.0025)

I IM9

(16.415)
25 068

FUND BALANCE - END OF ¥CAR 5

13,795

20,344 %

653

- 100 -



Mistricl County District LEOSE
Artorney Altorney Altorney Sherift Permanent Edugation
Hut Checks Forfeiture Forfeilure Forleiture Improvement Funds
- 3 i b - b - 5 - b -
341 - T.058 2,524 - -
. : : ; > 6,864
- . . . 44 -
[l L 63 114 88 27
5 E = . 1,559 g
F52 |1 7,119 2638 [.606 65.891
711 - [,478 - - 6617
711 - [.478 - - 6617
(159) 1 5.641 2,638 1696 274
ki s = (8.073] 3 -
- - ” (8,073 & 4
[15%9) 11 5,64 (5453) 1,696 274
1,191 |, 832 5172 22,241 10,152 4630
1032 § 1843 § 10,813 S 16,806 § 11848 % 4,910

See Independent Auditors' Report,
- 101 -



HOUSTON COUNTY, TEXAS
COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES [N FUND BALANCES - NONMAJOR SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

REVENLES
Selective sales and use taxes
Fees, licenses, and permits
Charges for services
Fines and forfeitures
Intergovernmental revenue and grants
Contributions and donations from private sources
[nvestment earnings
Other revenue

Total revenues

EXPENDITURES

Cieneral government

Judicial and low enlorcement

Hizhways and streets

[Health and weltare

Culture and recreation

Pasa-through ex penditures

Capital outlay

[Ji:hi service

Principal
Interest
Total expenditures

EXCESS (DEFICIENCY) OF REVENUES

OVER EXPENDITLRES
OTHER FINANCING SOURCES (LUSES)

Proceeds From debt issuance

Transters in

['ransfers out

Met other Fnancing sources | uses )

NET CHANGE N FUND BALANCE
FLND BALANCE - BEGINNING OF ¥EAR

FUND BALANCE - END OF YEAR

[nventory Tax
Apportionmenl

Miscellincous
Grants

a3
LA

52806

1126




Emcrgency Victims 911
Seniar hanagemenl Assistunce Juvenile Addressing Ike
Fund Cirant Crant Probation Ciranl Ciranl

- b - bl - ¥ - b - § -
410016 - - - = =

- - - u77 - =
299867 L7368 38431 142626 27302 -

| 493 3550 - - - -

4 7 - 257 - 3}
5,223 2.126 - - - -
350,603 384140 38451 |44 Ball 27.362 (3]
- Y9 008 53,172 l67.687 . -

- - - - 33.766 -
12812 - - . - -
27681 - - 22,500 - -
430,493 99,008 53172 | 187 33.766 -
(79,890 {60.589) (14.741) 145,327) (G404 (5]
27.681 - . - - -
GSINATEN 88,500 1,384 0,000 3.728 -

- (3.728) - - - -
87,681 84,772 10,384 - 0,000 3.728 -

1,791 24183 (4.357) 4,673 (2,676) (5]
16,294 {1.827) RS (6,070 792 8
24,085 8 22,356 3 (4431 % (1,397 % (1.884) § 3

See Independent Auditors' Report.
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HOUSTON COUNTY, TEXAS
COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - NONMAJOR SPECIAL REVENUE FUNDS
FORTHE YEAR ENDED SEPTEMBER 30, 2017

Timber & Title 1) THC
Mineral Timber Courthouse
Funds Funds Renovation
REVENLES
Selective sales and wse taxes 5 - 5 - b3 -

Fees, licenses, and permits = g E
Charges tor services 2 - -
Fines and Torfeitures = : 5
[ntergovernmental revenue and grants LO7, 645 - s
Contributions and domations from private sources - - =
[nvestment carnings Thé - 2

{Mher revenue & z 3

Total revenues [08.3%] - -

EXPENDITURES
{ieneral government i : 3
Judicial and law entorcement " : s
Highways and streets - - -
Health and welfars = . 7
Culture and recreation g - d
Pass=1hrough ex pendiluees 33,823 - -

Capital outlay - . -
Diebt service

Principal - - -
Interist il x =
Total expenditures 33,823 - -
CXCESS (DEFICIENCY )} OF REVENLUES
OVER EXPENDITURES 34,368 - -

OTHER FINANCING SOURCES (USES)
Procecds from debt issuance - - 7
Transfers in 2 - 2

Transfers out (270.000) - (1.200)

et ather financing sources (uses) (2770000 _ - i 1,200k

MET CHAMNGE IN FUND BALANCE (215432) - (1,200)

FUND BALANCE - BEGINNING OF YEAR 366,306 - 1,200
FUND BALANCE - CND OF YEAR & 50,874 5 - b -

- 104 -



CETRZE
Girant

Total
MNammajor
Special Revenue

Funds

5 30,281

[ 78,772
TR.640
[42.885
852,615
R L
ERITE
14755

|.511.058

24678
B40,998
S10.504
402,812
35,195
53,823

101,821

|.72%.83 ]

{418,773)

27,681
679316
(453.718)

233,278

{165,494
504,640

LA

s 116

See Independent Auditors' Report,
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HOUSTON COUNTY, TEXAS
COMBINING STATEMENT OF FIDUCIARY NET POSITION
AGENCY FUNDS
SEPTEMBER 30, 2017

Counly Sheriff's
Attorney DA Forfeiture [nmate
Hot Check Trusl Fund ~ Trust Fund
ASSETS
Cash and cash equivalents b} 6,113 % 33,089 % 13,932
AL ASSETS $ 6,013 & 33,089 % 13,532
LIABILITIES
Amounts held tor others ! - $ - b} 13,932
[Cue to other units 6.113 33,089 =
TOTAL LIABILITIES b 6113 § 33,089 § 13,932

- 106 -



Sheritts Tax Tax lax Assessor's  Tax Assessor's Tax
Cloamimissiry Aszessor's Aszessor's [par Mohile Home Assessor's
Funds Ad Valorem  VIT Lscrow Registration Mvmi Eserow Farm Fee

7.677 § 38,287 S 14.826  § 262§ 4629 % 410
7677 8§ 38287 § 34826 S 262§ 4629 § 410
6072 % -8 - % -8 - 8§ -
1,603 38,287 34,826 262 4,629 410
7677 38.287 8 34826 $ 262§ 4.629 $ 110

See [ndependent Auditors' Report,
<107~



HOUSTON COUNTY, TEXAS
COMBINING STATEMENT OF FIDUCIARY NET POSITION
AGENCY FUNDS
SEPTEMBER 30, 2017

Tax Assessor's  Tax Assessor's Tax Assessor’s

Highway Hwy Emission [VTRS
Deparlment ~ ReaFee Aceount
ASSETS
Cash and cash equivalents ] 238,272 % 449 % 405
TOTAL ASSETS b 238.272 % 5449 % 403
LIABILITIES
Amounts held Tor others 5 - b . b -
Dhe te other units 238,272 5,449 405
TOTAL LIABILITIES 5 238,272 % 5449 & 403

- |D8 -



Tatal

County Clerk Dhstrict Clerk Agency
Trust Fund Trust Fund ['unds
5 TRIA66 B 391,028 1,357,843
b TRI 466§ 391,028 |.557.845
% 83406 8 391.028 [,194.498
363,347
b T8idnn S 391,028 1.557, 845

See Independent Auditors” Report,
- 108 -
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COMPLIANCE SECTION
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Melan I Teadd, CPA

Todd, Hamaker & Johnson, LLP e

CERTIFIED PUBLIC ACCOUNTANTS Kim Johnson, CPA
Fachel Kenneely, CPA

2005 1" Srreer o PO Dox 465 « Lutkin, X 739020405 « (930} 6318181

01N 6" Street » PO Box 1249 « Crockerr, 1 738351249 « (936) 544-2143

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOFERNMENT
AUMTING STANDARDS

Tao the Honorahle County Judge and
Members of the Commissioners Courl
Heuston County, Texas

We have audited. in accordance with the auditing standards generally accepred in the United States of
America and the standards applicable to lnancial audits contained in Goversmrend Awditing Stavdards
issued by the Comptroller General of the United States. the financial statements of the governmental
activities, each major fund, and the agaregate remaining fund information of Houston County, Texas (the
“Countv™), as of and for the yvear ended September 30, 2017, and the related notes to the financial
statements, which collectively comprise Houston County, Texas' basic financial statements and have
issued vur report thereon dated June 27, 2018,

Internal Control over Financial Reporting

In planning and performing our audit of the Anancial stalements, we considered the County™s internal
cantrol over financial reporting {“internal control™) to determine the audit procedures that are appropriate
in the circumstances Tor the purpose of expressing our opinions on the financial statements, but not for the
purpese of expressing an opinion on the effectiveness of the Countye’s internal contral. Accordingly, we
do not express an opinion on the effectiveness of the County's internal control,

A deficiency {n dniersmal controd exists when the design or operation of a control does not allow
management or emplovees. in the normal course of performing their assigned functions, o prevent, or
detect and correct, misstatements an a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement
of the entily’s financial statements will not be preventad, or detected and corrected on a timely basis, A
significant deficlency is a deficiency, or a combination of deficiencies, in internal contral that is less
severg then o material weakness. vet Important enough to merit attention by those charged with
LEOVEITANCE,

Cwir consideration of internal control was for the limited purpose described in the frst paragraph of this
section and was not designed to identify all deficiencies in internal contrel that might be malerial
weaknesses or signilicant deliciencies and therefore, material weaknesses or signilicant deliciencics may
exist that were not identified. Given these limitations, during our avdit we did not ddestily any
deliciencies in internal control that we consider o be material weaknesses, We did identily certain
deliciencies in internal control, described in the accompanying schedule of findings and questioned costs
(items 2007-001) thal we consider to be significant deficiencizs,

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Houston County, Texas’ financial statements
arg free from material misstatement, we performed tests of its compliance with certain provisions of laws,
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS - CONTINUED

regulations, contracts. and grant agreements, noncompliance with which could have a direet and material
effect on the determination of financial statement amounts,  However, providing an opinion on
compliance with those provisions was not an objective of cur awdit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards,

Houston County, Texas™ Response to Findings

Houston County, Texas™ response 1o the findings identitied in our audit is described in the accompanying
schedule of Mndings and questioned costs.  The County’s response was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion oo it.

Purpose ol this Report

The purpose of this repart is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not o provide an opinion on the effectiveness of the entity’s internal
contral or on compliance. This report is an inlegral part of an audit performed in accordance with
Covermment  Auditing  Standards in considering the entity’s internal contrel and  compliance,
Aceordingly. this communication is not suitable for any other purpose.

Tvqj_,.ci.—} l}-—k Eq._y“_ﬂl—lll‘-'--ﬁ.o-f\, C‘ :j-"g‘w;ml I|_||__."T‘J

Todd, Hamaker & Johnsen. LLP
Lufkin. Texas

June 27,2018
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INDEPENDENT AUDITORS® REFORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED
BY THE UNIFORM GUIDANCE

To the Honorable County Judge and
Members of the Commissioners Courl
oustan County, Texas

Report on Compliance for Each Major Federal Program

We have audited Houston County, Texas' (the *Organization™) compliance with the types of compliance
requirements described in the OB Compiianece Supplement that could have a direct and material effect
an cach of the Oreanization's major federal programs lor the year ended September 30, 2017, The
Organizalion’s major Federal programs are identified in the summary of auditors’ results section of the
accompanying schedule of findings and guestioned costs.

Munagement's Responsibility

hanagement is responsible for compliance with the requirements of laws, regulations, contracts. and
grants applicable to its federal programs,

Awditors’ Responsibifity

Our responsibility is to express an opinion on compliance for each of Houston County, Texas's major
tederal programs based on our audit of the tvpes of compliance requirements referred to above.  We
conducted our audit of compliance in accordance with auditing standards generally accepted in the [United
States of America; the standards applicable to financial audits contained in Crovernment Auditing
Standards, issued by the Comptroller General of the United States: and the audit reguirements of Title 2
LLS. Code of Federal Regwlations Part 200, Uniform Administrative Requivemenis, Cast Principles, and
Awdit Requivements fi Federal Awards (Unitorm Guidance).  Those standards and the Uniform
Cruidunce require that we plan and perform the aodit to obtain reasonable assurance about whether
noncomplianee with the types of compliance requirements referred to above that could have a direct and
material effect on a major federal program occurred.  An audit includes examining, on a test basis.
evidence aboul Houston County, Texas' compliance with those requirements and performing such other
procedures as we considerad necessary in the circumstances.

We believe that our audil provides a reasonable basis for our opinion on compliance for each major
federsl program. However, our aodit does nol provide a legal determination of Houston County, Texas'
compliance.

Opinion on Eqch Major Federal Program

In cur epinien, Houston County, Texas complied. in all material respects, with the types of compliance
requirements referred to above that could have a direct and material efTeet on each of its major federal
programs for the vear ended September 30, 2017,
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED
BY THE UNIFORM GUIDANCE - CONTINUED

Report on Internal Control over Compliance

Management of [Houston County. Texas is responsible for establishing and maintaining effective internal
contral over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered Houston County, Texas's internal control over
compliance with the types of requirements that could have a direct and material effect on each major
federal program to determine Lhe auditing procedures that are appropriate in the circumstances [or the
purpose of expressing an opinion on compliance for cach major federal program and to test and reporl on
internal eontrol over complignce in accordance with the Uniform Guidance, but not for the purpose of
expressing an opinion on the effectivencess of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of Houston County, Texas™ internal control over compliznce.

A deficiency in iniernal control over complianee exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness fn internal contral aver complionee 15 a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type ol compliance requirement of a federal
program will not he prevented, or detected and corrected, on a limely basis, A significant deficiency in
internal contral aver compliance s a deficiency. or a combingtion ol deficiencies, in internal contrl over
compliance with a type of complianca requirement ol a Tederal program that is less severe than a material
weakness in internal control over compliance, vet important enough to merit attention by those chargel
with governance.

Our consideration of internal contral over compliance was for the limited purpose described in the lirs)
puragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies and (herefore, material
weaknesses or significant deficiencies may exist that were not identified. We did not identify any
delficiencics in internal control over compliance that we consider to be malerial weaknesses, However,
malerial weaknesses may exist that have not been Identified.

I'he purpase of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing basad on the requirements of the
Liniform Guidance, Accordingly. this repart is not suitable tor any other purpose.

Toedd, Hamaker & Johnson, LLEP
Lufkin, Texas

Juna 27. 2018
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HOUSTON COUNTY, TEXAS
SCHEDLULE OF EXPENIMTURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Faderal Grantor Federal Total Aamount
Pass-through GrantorfOther Granror CrDaA Grant Federal Provided to
Program Title'Grant Title Number Mumber Expenditures  Subrecipients

LS. Department of Aericullure

Passed throweh Tevay Compirolier

Schools and Roads - Grants to States - Tidde 1 100665 - 3 99 864 5 29,864
Total tor CFDA 11L.665 99,864 29.864
Total LS. Department of Agriculture: G9.864 29564

LS. Department of the Interior

Passed throwel Texay Compirolier

Mational Forest Acquired Lands 15,438 . 223,958 23,958
Tolal for CFDA [5.438 223058 23958
Tolal LLS. Department of the Interior: 223,958 23.958

LLS. Department of Justice

Passed thraugh Texas Office of the Governor

Violence Against Women Formula Grants [6.588  SF-1AV-302830602 1,333 -
Tatal for CFDA 16,588 1,533 -
Total ULS. Department of Justice: L.53% -

LLS, Department of Tealth and 1luman Services

Ferineed throwelh Pevas Department af Family
and Profeciive Sorvices
Foster Care — Title 1'V-E 93,638 2STE] 2,966 -
Total for CFDA 93.658 1.966 =0

Total LL5. Department of Health
and 1uman Services: 266 0 -

LLS. Department of Homeland Security

Perswed thraweh Tevas Departiment af Pubiic
Safery - Division of Emergency Management

Disaster Grants — Public Assistance G97.036 DR 4223 16,695 -
Disaster Girants — Public Assistance 97.036 MR 4272 1.542,694 ! -
Total Tor CEIDA 97.036 619,384 -
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HOUSTON COUNTY, TEXAS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEFTEMBER 30, 2017
(CONTINUED)

I'ederal Grantor! Federal Total Amount
Pass-throush Grantor/Other Grantor CrDA Grant Federal Provided to
Prowram Title/Grant Tite Mumber Number Expenditures  Subrecipicnts

L5, Department of Homeland Security — continued

Frossed throngel Tevay Depariment of Public

Safiry = Divicion of Emereency Management
2| E<LPa000] |

Emergency Management Performance Grant  97.042  17TXR-FMPG-1242 30,736 -
I'tal for CFDA 97.042 30,736 -
1,650,125 -

Foal L&, Department of Homeland Security:

Total Expenditures of Federal Awards: 51978446 % 53,820

See accompanying Motes to the Schedule of Expenditures of Federal Awards.,
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HOUSTON COUNTY, TEXAS
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

NOTE 1 - Basis of Presentation

The accompanying Schedule of Expendilures of Federal Awards (“Schedule™) includes the federal srant
activity of Housten Counly, Texas under programs of the federal government for the year ended
September 30, 2017, The information in this schedule is presented in accordance with the requirements
al OMDB Circular A-133, dwelits of Stades, Loval Goversments, and Non-Prafit Organizations and Tide 2
LS Code of Federal Regulations Part 200, Uniform Administrative Requivements, Cost Principles, and
Audit Requirements for Federal Awards ¢ Uniform Guidance "), as applicable.  Because the Schedule
presents only a selected partion of the operations of Houston County, Texas, it s not inlended fo and does
nol present the financial position. changes in net position, or cash flows of Houston County, Texas,

NOTE 2 - Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the acerual basis of accounting and aceordingly, all
sigmificant receivables, payvables, and other liabilities are included, except as noted (see also, Note 4, that
follows). Such expenditures are recognized following the cost principles contained in OMB Circular A-
87, Cost Principles for Stare, Local and Indicn Tribal Genernments and the Uniform Guidiece. as
applicable, wherzin certain types of expenditures are not allowable or are limited as (o reimbursement.

NOTE 3 = Presentation of Expenditures

Expenditures included in the Schedule are reported exclusive of non-federal matching funds,

NOTE 4 - Expenditures of FEMA Disaster Funds

Consistent with FEMA guidelines providing for the reporting of Federal expenditures based on the year
ol award, expenditures reparted in the Schedule include amounts expended in the County’s fiscal years
ending September 30, 2016 and 2017 for FEMA Disaster funds awarded in the County's Gscal year
ending September 30, 2017, The expenditures are summarized by vear as follows:

09/30/16 (1930717 Lotal
PA 4272 § 68922 § 1475772 § 1,542,604

NOTE 5 - Indirect Cost Rate

Houston County has elected not to use the 10% de minimis indirect cost rate allowed under the {fifirn
Cinichmee,

NOTE 6 — Other

Pass-through entity identifying numbers are presented where available,
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HOUSTON COUNTY, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 34, 2017

Section |

Summary of Auditors” Results

Financial Statemenis

Pype of auditors” report issoed;

. Malerial weakness(es) identitied?

. Significant deliciency{ies) identitied that are
nol considered to be material weaknessigs)?

mon-compliance material to financial

statements noted?

Federal Awards

Internal control aver major programs!

. Material weakness{es) identified?

. Significant deficiencyiies) identificd that are
not considered 1o be material weakness(es)?

Type of auditors’ report issued on compliance [or

Major programs:

Any audil findings disclosed that are required
to be reported in accordance with & 316(a) of
the Cwifoem Guidance?

ldentification of major programs:

R4 Numberis)y o

97.036

unimroelified

yes ¥ na
v ves
Vs v no
yes v Mo
ves i none reported

nmadified

Nohe of Federal Program or Cluster

[isaster Grants — Public Assistance

Dallar threshold used o distinguish between
tvpe A and type B tederal programs:

Auditee qualified as a low-risk auditee?

- 121 -



HOUSTON COLUNTY, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Section |1 — Financial Statements Audit Findings

27001 Sigaificant Deficiency: Accounting for Capital Assets
Prive Awilit Finding 2006-001, 2005-01, and 2014-001

Condition. [listorically, the County has maintained an excel spreadsheet that details the County’s capital
assets, largely for insurance and other tracking purpeses. The external auditors maintained a detailed
listing of assets. recorded additions and disposals, and caleulated depreciation annually.  The two lists
have not been reconeiled with each other.

In fiscal year 20012, the County began using the capital asset module in the County®s accounting software
system (“Hill Country™), but implementation was never fully completed. Tn February 2017, the County
hired an outside party to conduct its second county wide fixed asset inventory., Information [rom this
inventory was downloaded into the vendor’s soflware. Additionally, asset additions and disposals
through the end of fiscal year 2017 have been entered into this software,  [lowever, reports generated
from this software have not be reconciled 1o prior vear audit reports or fiscal vear 2017 ending 1otals.

Criteria or Specific Requirements. Proper accounting [or capital assets requires the maintenance ol an
accurate. detailed listing of all capital assets that meet the County’s criteria for capitalization and/or

tracking.
Context. Capital assets represent the County's single larges| assel,

Effect. The inability to rely on this listing could lead (o improper tracking and control of fixed assel
additions and disposals, as well as potential errors in computing depreciation expense.

Recommendation., The following recommendations should be considered:

|, Reconcile the soflware-generated listing of assets to the detailed listing provided by the external
auditor, making nate of differences.

Conduct a physical inventory of all County assets (by department/location) 1o ensure that the data
in the svstem is accurale. Afler the initial inventory is performed, implement a policy regarding
on-going plans 1o count assets in each department/location on a rotaling basis, not less than
biannually.

| g

Views of Responsible Officials and Corrective Action. louston County has worked diligently o
correct this condition. A firm was hired 10 perform a county wide inventory in February 2016 and again
in February 2017, The firm accounted for our assets, prepared detail reports, bar coded items, gathered
current value information on assets, ete. The listing is now within a database and has been updated as
new items are purchased and current items are disposed.  Inventory reports will be sent to each
department on an annual basis for confirmation of existing items. A physical inventory of all county
assets will be conducted as reguired,

While preparing for the reconciliation of the external anditor’s asset listing with the outside lirm’s asset
listing, we discovered two complications; 1) the listing by the outside fimm included some items” current
value rather than the actual cost and 2) the software established the useful lite of various ilems different
from the adopted depreciation policy for fixed assets. This has slowed down the reconcilialion of the two
listings and made the depreciation caleulation within the sottware unusable at this tlime,
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HOUSTON COUNTY, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEFTEMBER 30, 2017

Within the next vear. the Commissioners Court will be presented the reconciliation and be able 10 make a

linal determination on how to account for any variances, Also. the corrections o the useful life of assels
will be completed to ensure the depreciation expenses are correct.
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HOUSTON COUNTY, TEXAS
SCHEIMLE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEFTEMBER 30, 2017

Section 1 — Major Federal Award Programs Audit Findings and Questioned Costs

Mone,



HOUSTON COUNTY, TEXAS
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Financial Stalements Audil Findings

2016-001  Significant Deficiency: Acconnting for Capital Assets
Previously Oustanding: 201 5-001 and 207 4-001

Condition. [lstorically. the County has mainlained an excel spreadsheet that details the County’s capital
assets, largely for insurance and other tracking purposes. The external awditors maintained a detailed
listing of assets, recorded additions and disposals. and caleulated depreciation annually, The two lists
have not been reconciled with each ather,

Status. This prior vear finding remains outstanding, See also section 11 on pages 122 - 123,

2016-002  Significant Deficiency: Reconcifiation of Cash Accounts
Previowsty Ouistanding: 2015-002

Condition. At year end, the combined [unds cash account per the general ledger was not reconciled with
the bank balance. The difference. though immalerial 10 the financial statements as o whole, hus not been
ully identified to date.

Status, This finding has been resolved.

Major Federal Award Programs Audit Findings and Cuestioned Costs

2006-003  Noncomplionee — Allowable Costs/Cost Principles

CFDA 97.036 — Disaster Grants — Public Assistance
Federal Agency: US, Department of Homeland Security
Passed Throngh: Texas Departinent of Public Safety — Division of Emergency Management

Criteria or specific requirements. Guidelines set forth by the Federal Emergency Management Agency
{(“"FEMA™) and the Texas Department of Public Safety (“*DPS™)L require recipients of grant awards Lo
include expenditures on its Schedule of Expenditures of Federal Awards (“SEFA™) when: (1) the entily’s
project worksheet (“PW™) has been approved, and (2) the racipient has incurred the eligible expenditures,

Condition. During the wear. approval was received for disaster reliel funds rom FEMA's Public
Assistance program for four “large™ projects and one “small™ projecl, These funds were to provide
assistance to the County for costs incurred during the 2015 flooding and ils immediate aftermath. as well
s subsequent repairs needed as a result of road and culvert washouts.

Audit testing revealed that expenditures included on the SEFA for labor and equipment usage related to
three of the County’s projects covered under the disaster grants were based on estimates.

Context. The County has maintained logs of hours worked on all projects, as well as equipment usage
hours, However, the logs have not been fully summarized and extended 1o determing specific costs to be
reimbursad,

Ouestioned costs. $89.720

Status. As of September 30, 20017, all FEMA disaster projects were completed. Docomentation of the
labor and equipment usage hours have been summarized and extended to caleulate total actual
expenditures for each PW, This matter is considered resolved,
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