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DAVIS, RAY & CO., PC

CERTIFIED PUBLIC ACCOUNTANTS P.C. Box 309, 2100 Hobbs Hwy.
Seminole, Texas 79360
(432)758-322¢8

INDEPENDENT AUDITOR'S REPORT

January 7, 2011

To the Honorable Judge and Commissioners' Court
County of Gaines

P.O. Box 847

Seminole, Texas 79360

We have audited the accompanying financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of the County of Gaines, Seminole, Texas, as of and for the year ended September 30, 2010, which
collectively comprise the County’s basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the County’s management. Our responsibility is to express opinions on these financial statements based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and the significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinions.

As discussed in Note |, the County of Gaines prepares its financial statements on a modified cash basis, which is a
comprehensive basis of accounting other than accounting principles generally accepted in the United States of America.

) In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position—

| 3 modified cash basis of the governmental activities, each major fund, and the aggregate remaining fund information of the County

- of Gaines, as of September 30, 2010, and the respective changes in financial position-modified cash basis thereof for the year
then ended in conformity with the basis of accounting described in Note I.

The management’s discussion and analysis and budgetary comparison information on pages 2 through 9 and 35 through 41, are
% not a required part of the basic financial statements but are supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of inquiries of management regarding
the methods of measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.
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Davis, Ray & Co., PC
Certified Public Accountants

g

MEMBERS:
American Institute of Certified Public Accountants
Texas Society of Certified Public Accountants

—
S




i
L
i

e O

jy_‘
&
Y

RICK DOLLAHAN, County Auditor
P. O. Box 847
Seminole, Texas 79360
January 7, 2011

Honorable Carter T. Schildknecht, District Judge, 106" Judicial District

Honorable Commissioners Court:

Lance Celander County Judge
Danny Yocom Commissioner, PCT 1 Craig Belt Commissioner, PCT 2
Blair Tharp Commissioner, PCT 3 Charlie Lopez Commissioner, PCT 4

In accordance with Chapter 114.025(c) VTCA, I submit herewith my report of the financial position of County of
Gaines, Texas as of September 30, 2010 together with the results of the operations for the fiscal year of 2010.

MANAGEMENT’S DISCUSSION AND ANALYSIS

In this section of the Audited Financial Report, the management of County of Gaines, Texas, discusses and analyzes
the County’s financial performance for the fiscal year ended September 30, 2010. Please read it in conjunction with
the independent auditors’ report and the County’s basic financial statements which begin on page 10.

FINANCIAL HIGHLIGHTS

o Atthe close of the most recent fiscal year, County of Gaines’s net assets were $33,301,014 an increase of 4.4
million dollars from the prior year. Of this amount, $19,242,558 was unrestricted net assets.

o The County’s net assets increased approximately 13% as a result of this year’s operation.

o During the year, the County had expenses of $16,029,146 which were $4,482,829 less than the $20,511,975
generated in tax and other revenues for governmental programs. This compares to last year when revenues
exceeded expenses by $6,634,222.

o The General Fund ended the year with a fund balance of $5,765,075 as compared to last year’s fund balance
of $5,803,161.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to County of Gaines’ basic financial statements.
County of Gaines’ basic financial statements comprise three components: (1) government-wide financial statements,
(2) fund financial statements, and (3) notes to the financial statements.

The government-wide financial statements include the Statement of Net Assets and the Statement of Activities (on
pages 10 and 11). These provide information about the activities of the County as a whole and present a long-term
view of the County's property and debt obligations and other financial matters. They reflect the flow of total
economic resources in a manner similar to the financial reports of a business enterprise.

The Rpad to Excellence is Built with Vision
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Fund financial statements (starting on page 12) report the County's operations in more detail than the government-
wide statements by providing information about the County's most significant funds. For governmental activities,
these statements tell how services were financed in the short term as well as what resources remain for future
spending. They reflect the flow of current financial resources and supply the basis for tax levies and the
appropriations budget. For proprietary activities, fund financial statements tell how goods or services of the County
were sold to departments within the County or to external consumers and how the sales revenues covered the
expenses of the goods or services. The remaining statements, fiduciary statements, provide financial information
about activities for which the County acts solely as a trustee or agent for the benefit of other County funds or those
outside of the County. They show what assets these funds have and who they belong to.

The notes to the financial statements (starting on page 19) provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

REPORTING THE COUNTY AS A WHOLE — THE GOVERNMENT-WIDE FINANCIAL STATEMENTS

The analysis of the County's overall financial condition and operations begins on page 10. Its primary purpose is to
show whether the County is better or worse off as a result of the year's activities. The Statement of Net Assets
includes all the County's assets and liabilities at the end of the year while the Statement of Activities includes all the
revenues and expenses generated by the County's operations during the year. The County has elected to present its
financial statements on a modified cash basis of accounting. This modified cash basis of accounting is a basis of
accounting other than generally accepted accounting principles. Basis of accounting is a reference to when financial
events are recorded, such as the timing for recognizing revenues, expenses, and their related assets and liabilities.
Under the County’s modified cash basis of accounting, revenues and expenses and related assets and liabilities are
recorded when they result from cash transactions, except for the recording of depreciation expense on capital assets in
the government-wide financial statements for all activities and in the fund financial statements for proprietary fund
activities.

As a result of the use of this modified cash basis of accounting, certain assets and their related revenues (such as
accounts receivable and revenue for billed or provided services not yet collected) and certain liabilities and their
related expenses (such as accounts payable and expenses for goods or services received but not yet paid, and accrued
expenses and liabilities) are not recorded in these financial statements. Therefore, when reviewing the financial
information and discussion within this annual report, the reader should keep in mind the limitations resulting from the
use of the modified cash basis of accounting.

These two statements report the County's net assets and changes in them. The County's net assets (the difference
between assets and liabilities) provide one measure of the County's financial health or financial position. Over time,
increases or decreases in the County's net assets are one indicator of whether its financial health is improving or
deteriorating. To fully assess the overall health of the County, however, you should consider non-financial factors as
well, such as changes in the County's property tax base and the condition of the County's facilities.

In the Statement of Net Assets and the Statement of Activities, the County reports governmental activities:

Governmental activities — Most of the basic services are reported here, including general administration, law
enforcement, judicial, road and bridge maintenance, cemetery, parks, airport and library services. Property
taxes, courts and services revenue and vehicle registration fees finance most of these activities.

REPORTING THE COUNTY'S MOST SIGNIFICANT FUNDS - THE FUND FINANCIAL STATEMENTS

The fund financial statements begin on page 12 and provide detailed information about the most significant funds—
not the County as a whole. A fund is a group of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The County, like other state and local governments, uses
fund accounting to ensure and demonstrate compliance with finance-related legal requirements. Laws and contracts
require the County to establish some funds. The County's administration can establish many other funds to help it
control and manage money for particular purposes (e.g. capital projects). All of the funds of the County can be

3



divided into two categories: governmental funds and fiduciary funds. Each category uses a different accounting
approach. A

Governmental funds — Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide
- statements, governmental funds focus on near-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. Such information may be useful in
evaluating the County’s near-term financing requirements. These funds use modified cash basis of accounting (a

%ﬁ method that measures the receipt and disbursement of cash and all other financial assets that can be readily
converted to cash) to reflect that focus. The governmental fund statements provide a detailed near-term view of

the County’s general operations and the basic services it provides.

b

- Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is

useful to compare the information presented for governmental funds with similar information presented for

governmental activities in the government-wide financial statements. By doing so, readers may better understand

- the long-term impact of the County's near-term financing decisions. Following each of the governmental fund

V financial statements (the balance sheet and the statement of revenues, expenditures and changes in fund balance)

% is a reconciliation to facilitate this comparison between the governmental fund financial statements and the

- government-wide statements.

Fiduciary funds — The County is the trustee, or fiduciary, for money received in numerous offices. All of the

i County's fiduciary activities are reported in a separate Statement of Fiduciary Net Assets on page 18. We report
the resources these activities produce that are due to County operating funds as an interfund receivable in those

£ Sfunds and as an interfund payable in the Statement of Fiduciary Net Assets. All other resources within the

- Sfiduciary activities are excluded from the County's other financial reports because the County cannot use those
assets to finance its operations. The County is responsible for ensuring that the assets reported in these funds are

used for their intended purposes.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Our analysis focuses on the net assets (Table I) and changes in net assets (Table II) of the County's governmental and
business-type activities.

%

Net assets of the County's governmental activities increased from $28,856,175 to $33,301,014. Unrestricted net assets
— the part of net assets that can be used to finance day-to-day operations without constraints established by debt
covenants, enabling legislation or other legal requirements were $19,242,558 at September 30, 2010.
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Table ]
County of Gaines, Texas
NET ASSETS
Governmental Governmental
Activities Activities
2010 2009
Assets:
Current and Other Assets 19,204,538 15,474,557
Capital Assets 14,096,476 13,584,806
Total Assets 33,301,014 29,059,363
Liabilities:
Accounts Payable 96,476
Noncurrent Liabilities
Due in More Than One Year 106,712
Total Liabilities 203,188
Net Assets:
Invested in Capital Assets, Net of Related Debt 14,096,476 13,584,806
Prior period adjustment (38,020)
Unrestricted Net Assets 19,242,558 15,271,369
Total Net Assets 33,301,014 28,856,175
Table II
County of Gaines, Texas
CHANGES INNET ASSETS
Governmental Govemmental
Activities Activities
2010 2009
Revenues:
Program Revenues:
Charges for Services 1,614,502 1,722,247
Operating Grants and Contributions 177,780 452,004
General Revenues:
Taxes
Property taxes, Levied for General Purposes 18,648,105 20,092 444
Investment Eamings 33,768 104,841
Miscellaneous Revenue 17,885 2,844
Gain on disposal of Asset 19,965 291,172
Total General Revenue and Special Items 20,512,005 22,665,552
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Table I (Continued)
County of Gaines, Texas
CHANGES IN NET ASSETS

Governmental Governmental
Activities Activities
2010 2009

Expenses:
General administration 870,744 1,168,751
Judicial 1,462,221 1,482,631
Elections 60,705 29.936
Financial Administration 481,594 487,329
Tax Administration 486,798 475,399
Facilities Management 1,334,395 1,208,683
Law Enforement 1,561,180 1,769,697
Fire Protection 145,631 132,732
Corrections 1,473,696 1,278,896
Civil Defense 87,912 63,569
Road and Bridge 5,603,009 5,161,013
Sanitation 22,519 22,520
Airport 70,471 79,742
Loop Water System 3,500 296,945
Health 516,440 513,470
Human Services 61,690 62,506
Golf Course 632,267 673,267
Parks 322,852 311,809
Museums 106,722 108,335
County Extension Service 165,477 165,537
Libraries 332,332 323,902
Senior Citizens 226,991 214,661
Total Expenses 16,029,146 16,031,330
Change in Net Assets 4,482,859 6,634,222
Net Assets at Beginning of Year 28,856,175 22,221,953

Prior period adjustments (38,020)

Net Assets at End of Year 33,301,014 28,856,175

Key factors related to the County’s financial performance over the last year include the following:

1. Mineral and related taxable values decreased, local property taxable values were up, but there was an
extraordinary decline in the way that mineral values are calculated called the “market condition factor’ and
that caused an overall 1.1 Billion dollar decline, and 18.45% decrease.

2. The ad valorem property tax revenue levy was down by 7.1% compared to the prior year.

3. There were two new positions added. These were a new Treasurer’s Assistant and one more person for the

maintenance department.

In addition, there are expenses associated with these new hires that have been
included in the appropriate budgets.

The cost of all governmental activities this year was $16,029,146 which was nearly the same as the prior year.
However, as shown in the Statement of Activities on page 11, the amount that our taxpayers ultimately financed for
these activities was $14,236,864 because some of the costs were paid with charges for services of $1,614,502 a 7%
decrease from the year before and operating grants and contributions of $177,780 a 254% decrease.
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THE COUNTY'S FUNDS

As the County completed the year, its governmental funds (as reported on the balance sheet on page 12-13) reported
a combined fund balance of $18,957,723 which is $3,743,098 more than last year's total of $15,214,625. Included in
this year's total change in fund balance is a decrease of $38,086 in the County's General Fund.

For fiscal year 2010, actual expenditures on a budgetary basis for the General Fund were $10,306,247 compared to
the original budget expenditures of $11,949,326. Actual revenue on a budgetary basis was $13,035,572 compared to
the original budget of $12,732,942. Reasons for the actual numbers varying from the budget follow:

The various categories of revenues were mixed and down from the prior year budget by approximately 4.3%.
Property tax was higher than budgeted because the Court only budgets 97% of the levy.

Interest earnings received were substantially lower than budgeted, a reflection of the slowing economy.

Total disbursements were less than budgeted as the Reserve Line was minimally used with the express

idea of transferring left over amounts to a Capital Projects

Fund to set aside money to pay cash for future Courthouse renovation projects.

e General government including fuel, utility and road repair costs were less than budgeted amounts.

e Judicial expenses were less than budgeted

e Corrections expenses were more than originally budgeted. Prisoner housing, prisoner

medical care, and capital costs for fleet replacements vehicles were the driving factors in this.

Over the course of the year, the County's Commissioners' Court revised the County budget several times. These
revisions include amendments and supplemental appropriations that were approved during the year to address mid-
year situational changes and amendments moving funds from programs that did not need all the resources originally
appropriated to them to programs with resource needs. The primary amendments include:

e Moving contingency/reserve budgeted amounts to amend other lines to allow:

Increasing several line items in a variety of departments to purchase or replace various items
Funding other unanticipated expenses

Upgrading or replacing office computers and hardware as they wore out

Purchasing furniture and equipment

e & & »

Page 35 provides a comparison of these changes as they relate to the General Fund.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets — At the end of fiscal year 2010, the County had $14,096,476 invested in a broad range of capital
assets, including land, buildings and equipment.

The County's fiscal year 2010 capital outlays called for expenditures of around $1,974,330. This includes the
following:

¢ The majority of Phase One funding of the Noresco Courthouse renovation project was paid for using the
Capital Projects Line in the General Fund

¢ One fairway mower for the Golf Course and a utility cart.

¢ Two Cat 140M motorgraders.

More detailed information about the County's capital assets is presented in Note I, Item D to the financial
statements.

Debt — At year end, the County had $161,058 in commitments under operating leases.

7
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More detailed information about the County's long-term liabilities is presented in Note III, Item F to the financial
statements.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The County Judge and Commissioners’ Court members considered many factors when setting the FY 2011 budget
and tax rates. Some key items that should be noted are as follows:

1.

Mineral and related taxable values rebounded significantly for FY2011. Additionally, local property tax values
increased slightly. This effectively shifted a portion of the burden of the tax levy back from private property to
minerals. Overall, there was an approximate 13.95 % increase in valuations from last year's figures.

I spoke to you last year about a dramatic change in the way the Court funded their expenditure budget. As can be
seen from these financial statements, the Court continues to develop true undesignated reserves, while still
keeping the tax rate low and funding all of the necessary things that take place each day. 1 would encourage the
Court to not deviate from the “zero based budgeting concepts” ensuring that they have sufficient revenues to fully
fund the expenditure budget that they want to adopt or cut the expenditure budget to match the projected revenues.

The need for true reserves was especially apparent in FY 2010. If the old process was still in place, exhausting
prior year reserves to balance the proposed budget, the Court would have been faced with catastrophic decisions
in FY 2010. Fortunately, they had changed and weathered the storm and now face a rebound of valuations. The
Court again decided to fully fund a capital projects line in the General Fund to allow necessary capital upgrades to
County facilities. In the end, the Court adopted a tax rate of $0.367048, some 2.79 cents below the adopted tax
rate for FY2010.

The intent of setting aside capital projects money is to allow the costly process of modernizing the courthouse and
other County facilities without incurring costly debt. The facility study that I told you about last year is over, the
plan adopted, and Phase One of the Project has already replaced all of the Courthouse windows and foyers with
energy savings windows and doors.

Phase Two begins in FY2011. That will see the entire Courthouse emptied and all infrastructure in that facility
brought up to current standards. The nearly 7 million dollar project is expected to be finished by November 2011
with all County offices back in the Courthouse before the end of the year.

Elected official/employee base pay raised by 3% and the Court did allow longevity increases for the employees.
There were no changes to the retirement system or other employee benefits.

Most of the other special revenue funds are projecting no major changes with the exception of the Capital
Project fund. This fund has all of the money set aside for the Courthouse renovation and will see substantial
depletion in FY2011 as the court pays for the Phase 2 of the Noresco Project.

The oil and agriculture industries in our area have had successful years but continue to be very unpredictable.
These two industries remain the largest parts of our local business activity, and the uncertainty that goes along
with them makes it a challenge to accurately predict long-term economic and population numbers for County of
Gaines. Possibilities that will help strengthen and expand existing business and industry remain a focal point
for economic development, along with seeking and pursuing opportunities not directly linked to oil and
agriculture to help create stability and diversification for our local economy.
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REQUEST FOR INFORMATION

This financial report is designed to provide our citizens, taxpayers, consumers, investors and creditors with a general
overview of the County of Gaines' finances and to show the County's accountability for the money it receives. For
questions concerning any information provided in this report or requests for additional financial information, contact
County Auditor, County of Gaines, Texas, PO Box 847, Seminole, Texas 79360.

ACKNOWLEDGMENTS

For their assistance and cooperation already and during the upcoming year, 1 thank the District Judge, County Judge,
Commissioners’ Court, Treasurer’s Office and other elected officials, department heads, foremen and employees in
the various departments. The interest and involvement of the Commissioners’ Court in planning and conducting the
financial operations of the County is appreciated.

{ would especially like to thank my First Assistant, Esmeralda Felan and the rest of my staff for their hard work,
knowledge and willingness to help the great folks serving the County of Gaines. Please let me remind you that the

County Auditor’s Office is here to help, and I look forward to the opportunity of working with each of you.

Respectfully submitted,

Rick Dollahan

County of Gaines Auditor
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COUNTY OF GAINES
STATEMENT OF NET ASSETS - MODIFIED CASH BASIS
SEPTEMBER 30, 2010

ASSETS
Current Assets:
Cash and cash equivaients
Due from agency funds
Inventory

Capital assets:
Land
Infrastructure, net
Buiidings, net
Machinery and equipment, net

Total Assets

NET ASSETS

Investments in capital assets, net of related debt
Prior period adjustment
Unrestricted

Net Assets

Governmental
Activities

3

18,954,856
2,867
246,815

116,298
7,720,479
1,838,529
4,421,170

33,301,014

14,096,476
(38,020)
19,242 558

33,301,014

The accompanying notes fo financial statements are an integral part of this statement.
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COUNTY OF GAINES

STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS
FOR THE YEAR ENDED SEPTEMBER 30, 2010

Net (Expenses)

Revenue and

Changes in Net

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

11

Program Revenues Assets
Charges Operating
for Grants and Governmental
. Expenses Services Contributions
Governmental Activities:
General administration $ 870,744 § 1,408 § 171 $ (869,165)
Judicial 1,462,221 512,929 112,988 (836,304)
Elections 60,705 27,733 - (32,972)
Financial administration 481,594 - - (481,594)
Tax administration 486,798 73,428 - (413,370)
Facilities management 1,334,395 - - (1,334,395)
Law enforcement 1,561,180 53,381 - (1,507,799)
Fire protection 145,631 - - (145,631)
Corrections 1,473,696 86,857 - (1,386,839)
Civil defense 87,912 - - (87,912)
Road and bridge 5,603,009 542,950 36,635 (5,023,424)
Sanitation 22,519 - - (22,519)
Airport 70,471 2,114 - (68,357)
Loop water system 3,500 - 3,500 -
Health 516,440 - - (516,440)
Human services 61,690 - 500 (61,190}
Golf course 632,267 260,893 15,677 (355,697)
Parks 322,852 34,303 - (288,549)
Museums 106,722 162 - (106,560)
County extension 165,477 - - (165,477)
Libraries 332,332 18,344 8,309 (305,679)
Senior citizens 226,991 - - (226,991)
Total Primary Government $ 16,029,146 § 1,614,502 § 177,780 $ (14,236,864)
General Revenues:
Property taxes $ 18,648,105
Interest income 33,768
Miscellaneous income 17,885
Gain on disposal of assets 19,965
Total General Revenues 18,719,723
Changes in Net Assets 4,482 859
Net Assets - Beginning 28,856,175
Prior Period Adjustment (38,020)
Net Assets - Ending $ 33,301,014




COUNTY OF GAINES
BALANCE SHEET
MODIFIED CASH BASIS - GOVERNMENTAL FUNDS
SEPTEMBER 30, 2010

Road
General & Bridge Precinct #1
Fund Fund
ASSETS
Cash and cash equivalents $ 5,765,075 3 65632 $ 2,226,977
Due from agency funds - - -
Total Assets $ 5,765,075 $ 65632 § 2,226,977
Fund Balances:
Unreserved designated for: ﬁ
Capital projects $ - $ - $ -
Unreserved and undesignated, reported in:
General fund 5,765,075 - -
Special revenue fund - 65,632 2,226,977
Total Fund Balances 5,765,075 65,632 2,226,977
Total Liabilities and Fund Balances $ 5,765,075 $ 65632 § 2,226 977

5

The accompanying notes to financial statements are an integral part of this statement.
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Farm Capital Other Total
Precinct #2 Precinct #3 Precinct #4 to Market Projects Governmental  Governmental
Fund Fund Funds Funds
$ 1,738,860 $ 1620649 $ 2,536,063 - 4,562,106 $ 439,694 18,954,856
- - - - - 2,867 2,867
$ 1,738,660 $ 1620649 $ 2,536,063 - 4,562,106 3 442561 18,957,723
$ - $ - $ - - 4,562,106 8 - 4,562,106
- - - - - - 5,765,075
1,738,660 1,620,649 2,536,063 - - 442 561 8,630,542
1,738,660 1,620,649 2,536,063 - 4,562,106 442 561 18,957,723
$ 1,738,660 $ 1820649 § 2536063 - 4,562,106 § 442,561 18,957,723
13



COUNTY OF GAINES
2l RECONCILIATION OF THE GOVERNMENTAL
- FUNDS BALANCE SHEET - MODIFIED CASH BASIS
SEPTEMBER 30, 2010

i

Recongiliation of Governmental Fund Balances to Net Assets of Governmental Activities:
- Governmental Fund Balances 3 18,957,723

Capital assets used in governmental activities are not financial resources and therefore
are not reported in the funds. 14,096,476
W Inventory items used in governmental activities are not financial resources and therefore

are not reported in the funds, 248,815

& Net Assets of Governmental Activities $ 33,301,014

rnm

The accompanying notes to financial statements are an integral part of this statement.
14



COUNTY OF GAINES

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - MODIFIED CASH BASIS

FOR THE YEAR ENDED SEPTEMBER 30, 2010

REVENUES

Property taxes

Intergovernmental revenue and grants
Charges for services

Fines

Investment income

Contributions & donations from private sources
Miscellaneous revenue

Total Revenues
EXPENDITURES

General administration
Judicial
Elections
Financial administration
Tax administration
Facilities management
Public safety:
Law enforcement
Fire protection
Corrections
Civil defense
Road and bridge
Sanitation
Airport
Loop water system
Health
Human services
Culture and recreation:
Golf course
Parks
Museums
County extension
Libraries
Senior citizens
Capital Outlay

Total Expenditures
OTHER FINANCING SOURCES (USES)

Sale of real and personal property
Transfers in(out)
Insurance recovery

Total Other Financing Sources (Uses)

Net Change in Fund Balance

Fund Balances - Beginning
Prior Period Adjustment

Fund Balances - Ending

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

GOVERNMENTAL FUNDS

General
Fund

Road
& Bridge
Fund

Precinct #1

$ 12,280,130
491,833

166,243

21,034

66,332

415,201
127,750

13,035,572

542,951

866,542
1,398,699
52,251
469,120
486,798
1,178,116

1,430,798
145,631
1,448,493
81,788
68,106
22,519

464,828
61,680

248,726
106,722
143,266
325,667
221,839
1,084,547

223,442

10,306,247

1,329,308

35,962
(2,819,230)

(488,038)

54
1,817,385

(2,783,268)

(488,038)

1,817,438

(63,943)

5,803,161
15,857

65,632

488,133
1,738,844

$ 5,765,075

3

65,632

3

2,226,977
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Farm Capital Total
Precinct #2 Precinct #3 Precinct #4 to Market Projects Other Governmental
Fund Fund Funds Funds
$ - $ - 3 6357975 % - - $ 18,648,105
- 36,635 - 113,310 149,945
- - - - 338,558 1,245,592
. - - - - 8.585 302,578
- - - 12,682 - 52 33,768
- - - - - 27,835 27,835
- - - - - 66,332
- - - 6,407,292 - 488,340 20,474,155
N - - - 17,576 884,118
. - - - - 59,086 1,457,785
- - - - - 7,197 59,448
- - - - - 469,120
- - - - - 486,798
- - - - 104,682 1,282,798
- - - 11,369 1,442,168
- - - 145,631
. - - - 2,828 1,451,321
- - - - - - 81,788
1,179,722 1,371,787 1,014,544 - - - 4,794,936
- - - - - - 22,519
- 58,805 58,805
- - - - 3,500 3,500
- - - - - 51,612 516,440
- - - - - - 61,690
- - - - 587,078 587,078
- - - - - 248,726
. - - - - - 108,722
- - - - - 143,268
- - - 2,465 328,132
- - - - - - 221,939
241,747 138,761 171,535 - - 114,298 1,974,330
1,421,469 1,610,548 1,186,079 - - 1,020,496 16,829,058
10,206 13,200 1,870 - - - 61,392
1,753,989 1,652,180 1,703,808 (6,407,292) 2,200,000 587,198 -
- - » - - 17,885 17,885
1,764,195 1,665,380 1,705,778 (6,407,292) 2,200,000 605,083 79,277
342,726 154,832 519,699 - 2,200,000 72,927 3,724,374
1,395,934 1,465,817 2,016,364 - 2,362,106 366,767 15,214,625
- - - - - 2,867 18,724
$ 1738660 $ 1620649 % 2,536,063 3§ - $ 4,562,106 442 561 $ 18,857,723
16
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COUNTY OF GAINES

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT
OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - MODIFIED CASH BASIS
SEPTEMBER 30, 2010

Reconciliation of Statement of Revenues, Expenditures, and Changes in Fund Balances
of Governmental Funds to the Statement of Activities:

Net changes in Governmental Fund Balances $
Governmental funds report all supplies as expenditures while governmental
activities report remaining supplies as inventory
Governmental funds report capital outlays as expenditures while governmental
activities report depreciation expense to allocate those expenditures over the
life of the assets:
Capital asset purchases capitalized
Depreciation expense
Decrease in basis on sale of assets is not reported in governmental funds

3,724,374

246,815

1,974,330
(1,421,233)
(41,427)

Change in Net Assets of Governmental Activities $

4,482,859

The accompanying notes to financial statements are an integral part of this statement.
17



COUNTY OF GAINES
F e STATEMENT OF FIDUCIARY NET ASSETS - MODIFIED CASH BASIS -
i FIDUCIARY FUND
SEPTEMBER 30, 2010
Private
Purpose Agency
ASSETS Trust Fund Funds
Cash and cash equivalents $ 16,560 $ 741,946
Total Assets $ 16,560 $ 741,946
LIABILITIES
Current Liabilities:
- Intergovernmental payable $ - $ 254,475
Due to other funds - 2,867
. Due to others - 484,604
Total Liabilities - 741,946
NET ASSETS
“
Restricted for cemetery use 16,560 -
& Total Net Assets $ 16,560 $ -

i,

The accompanying notes to financial statements are an integral part of this statement.
18
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COUNTY OF GAINES

NOTES TO THE FINANCIAL STATEMENTS
FOR YEAR ENDED SEPTEMBER 30, 2010

. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

As discussed further in Note 1.C, these financial statements are presented on a modified cash basis of accounting.
This modified basis of accounting differs from accounting principles generally accepted in the United States of
America (GAAP). Generally accepted accounting principles include all relevant Governmental Accounting
Standards Board (GASB) pronouncements. In the government-wide financial statements, Financial Accounting
Standards Board (FASB) pronouncements and Accounting Principles Board {APB) opinions issued on or before
November 30, 1989, have been applied, to the extent they are applicable to the modified cash basis of accounting,
unless those pronouncements conflict with or contradict GASB pronouncements, in which case GASB prevails.

A, REPORTING ENTITY

Gaines County, Texas (the “County”), was created in 1905 by the Texas Legislature. The County operates under
the authority of the Commissioners’ Court and provides the following services: Law Enforcement, Judicial, Health,
Safety, Welfare, Culture, Road & Bridge Maintenance and General Administrative Services. The Commissioners’
Court {the "Court") consists of four County Commissioners and the County Judge who are elected by the public.
The Court has the primary accountability for fiscal matters.

B. BASIS OF PRESENTATION

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The Statement of Net Assets and the Statement of Activities display information about the reporting government
as awhole. They include all funds of the reporting entity except for fiduciary funds. They report information in all of
Gaines County, Texas with most of the interfund activities removed. Governmental activities include programs
supported primarily by taxes, intergovernmental revenues, and other non-exchange revenues.

FUND FINANCIAL STATEMENTS

Fund financial statements of the reporting entity are organized into funds, each of which is considered to be a
separate accounting entity. Each fund is accounted for by providing a separate set of self-balancing accounts that
constitutes its assets, liabilities, fund equity, revenues, and expenditures/expenses. Funds are organized into two
major categories: governmental and fiduciary. An emphasis is placed on major funds within the governmental
categories. A fund is considered major if it is the primary operating fund of the County or meets the following
criteria

a. Total assets, liabilities, revenues, or expenditures/expenses of that individual governmental or enterprise fund
are at least 10 percent of the corresponding total for all funds of that category or type, and

b. Total assets, liabilities, revenues, or expenditures/expenses of the individual governmental fund or enterprise
fund are at least 5 percent of the corresponding total for ali governmental and enterprise funds combined.

The funds of the financial reporting entity are described below:
Governmental Funds

The General Fund-The General Fund is the County's primary operating fund and is always classified as a
major fund. It accounts for all financial resources except those required to be accounted for in another fund.
This fund is operated and maintained separately by the Commissioners’ Court decision. There are not any
outside requirements for the self-imposed separation, and the funds can be used for general County
operations.

19
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COUNTY OF GAINES
NOTES TO THE FINANCIAL STATEMENTS
FOR YEAR ENDED SEPTEMBER 30, 2010

. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

B. BASIS OF PRESENTATION (CONTINUED)

Governmental Funds (Continued)
Qther Major Governmental Funds-The Road & Bridge Fund is designated fo receive the road and bridge
taxes. A portion of these monies is expended in the fund, but the bulk (99%) is transferred to the four precinct

funds. All of the precincts’ funds have been presented as major funds to obtain a more meaningful
presentation. The Farm to Market Fund and Capital Projects Fund are also major special revenue funds.

Special Revenue Funds-The County accounts for resources restricted to, or designated for, specific purposes
by the County or a grantor in special revenue funds. Most Federal and some State financial assistance is
accounted for in a special revenue fund and sometimes unused balances must be returned to the grantor.
Most of the County’s special revenue funds are not from grants but simply have restrictions on their use.

Fiduciary Funds

Private Purpose Trust Funds-The County accounts for funds that both the principal and the income must be
used for purposes that benefit parties other than the County. The Private Purpose Trust Fund is the Memorial
Cemetery Fund and is restricted to cemetery use.

Agency Funds-The County accounts for resources held for others in a custodial capacity in agency funds. The
County's agency funds are the County Attorney's funds, Sheriff's funds, Justice of the Peace’s funds, County
Clerk's funds, Tax Assessor Collector's funds, District Clerk's funds, Golf Course fund, State Fee fund,
Appellate Judicial fund, County Wide Equalization fund, Employee Flexible Spending fund, Employee
insurance fund and the Probation funds.

Proprietary Funds

The County has no proprietary funds at this time.

c. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

Measurement focus is a term used to describe how transactions are recorded within the various financial
statements. Basis of accounting refers to when transactions are recorded regardless of the measurement focus
applied.

MEASUREMENT FOCUS

In the government-wide Statement of Net Assets and the Statement of Activities, governmental activities are
presented using the economic resources measurement focus, within the limitations of the modified cash basis of
accounting, as defined in item b below.

in the fund financial statements, the current financial resources measurement focus or the economic resources
measurement focus, as applied to the modified cash basis of accounting, is used as appropriate:

a. All governmental funds utilize a current financial resources measurement focus. Only current financial assets
and liabilities are generally included on their balance sheets. Their operating statements present sources and
uses of available spendable financial resources during a given period. These funds use fund balance as their
measure of available spendabie financial resources at the end of the period.
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COUNTY OF GAINES
NOTES TO THE FINANCIAL STATEMENTS
FOR YEAR ENDED SEPTEMBER 30, 2010
. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (CONTINUED)
MEASUREMENT FOCUS (CONTINUED)

b. Proprietary funds utilize an economic resources measurement focus. The accounting objectives of this
measurement focus are the determination of operating income, changes in net assets {(or cost recovery),
financial position, and cash flows. All assets and liabilities (whether current or noncurrent, financial, or
nonfinancial) associated with their activities are reported. Proprietary fund equity is classified as net assets.
The County currently has no proprietary funds.

BASIS OF ACCOUNTING

in the government-wide Statement of Net Assets and Statement of Activities and the fund financial statements,
governmenta!l activities are presented using a modified cash basis of accounting. This basis recognizes assets,
liabilities, net assets/fund equity, revenues, and expenditures/expenses when they result from cash transactions
with a provision for depreciation in the government-wide statements. This basis is a comprehensive basis of
accounting other than accounting principles generally accepted in the United States of America.

As aresult of the use of this modified cash basis of accounting, certain assets and their related revenues (such as
accounts receivable and revenue for billed or provided services not yet collected) and certain liabilities and their
related expenses (such as accounts payable and expenses for goods or services received but not yet paid, and
accrued expenses and liabilities) are not recorded in these financial statements.

if the County utilized the basis of accounting recognized as generally accepted, the fund financial statements for
governmental funds would use the modified accrual basis of accounting, while the fund financial statements for

proprietary fund types would use the accrual basis of accounting. All government-wide financials would be
presented on the accrual basis of accounting.

D. ASSETS, LIABILITES, AND EQUITY

CASH AND CASH EQUIVALENTS

For the purpose of financial reporting, cash and cash equivalents includes all demand and savings accounts or
investments if they are in bank money market accounts, certificates of deposits maturing within 80 days and
money market investment pools.

DUE FROM (TO) OTHER FUNDS

interfund receivables and payables arise from interfund transactions and are recorded in the affected funds in the
period in which transactions are executed. See Note |, F and Note lll, C for additional discussion of interfund
receivables, payables and transfers.

CONSUMABLE MATERIAL AND SUPPLIES/INVENTORY

Disbursements for the purchase of consumable materials and supplies are recorded as expenditures in the
governmental funds. ltems still on hand at year end are recorded as inventory in the Statement of Net Assets.
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COUNTY OF GAINES
NOTES TO THE FINANCIAL STATEMENTS
FOR YEAR ENDED SEPTEMBER 30, 2010
. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
D.  ASSETS, LIABILITES, AND EQUITY (CONTINUED)

CAPITAL ASSETS

The County’s modified cash basis of accounting reports capital assets resulting from cash transactions and reports
depreciation where appropriate. The accounting treatment over infrastructure, land, buildings, furniture and
equipment, depends on whether the assets are used in governmental fund operations and whether they are
reported in the government-wide or fund financial statements.

Government-Wide Statements

in the government-wide financial statements, capital assets arising from cash transactions are accounted for as
assets in the Statement of Net Assets. All capital assets are valued at historical cost or estimated historical cost if
actual is unavailable.

Depreciation on all exhaustible capital assets arising from cash transactions is recorded as an allocated expense
in the Statement of Activities, with accumulated depreciation reflected in the Statement of Net Assets. Depreciation
is provided on the assets’ estimated useful lives using the straight-line method of depreciation. The County
defines capital assets as assets with an initial individual cost of more than $5,000 and an estimated usefut life in
excess of two years. The range of estimated useful lives by type of asset is as follows:

Assets , Years
Roads 40
Buildings 40-50
Building Improvements 15-25
Vehicles 5-10
Other Equipment 5-10

Fund Financial Statements

In the fund financial statements, capital assets arising from cash transactions acquired for use in governmental
fund operations are accounted for as capital outlay expenditures of the governmental fund upon acquisition.

EQUITY CLASSIFICATION

Government-Wide Statements
Equity is classified as net assets and displayed in three components:

a. Invested in capital assets, net of related debt—Consists of capital assets including restricted capital assets,
net of accumulated depreciation,

b. Restricted net assets—Consists of net assets with constraints placed on the use either by (1) external groups
such as creditors, grantors, contributors, or laws and regulation of other governments; or (2) law through
constitutional provisions or enabling legislation. The County has no restricted net assets.

c. Unrestricted net assets—All other net assets that do not meet the definition of restricted or invested in capital
assets, net of related debt.
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COUNTY OF GAINES
NOTES TO THE FINANCIAL STATEMENTS
FOR YEAR ENDED SEPTEMBER 30, 2010
. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
D.  ASSETS, LIABILITES, AND EQUITY (CONTINUED)

EQUITY CLASSIFICATION (CONTINUED)

Fund Financial Statements

In the fund financial statement, governmental funds report fund balances as either a reserved fund balance or an
unreserved fund balance.

a. Reserved Fund balance—The portion of fund balance, which is not available for appropriation or which has
been legally segregated for a specific purpose. The County does not have a reserved fund balance.

b. Unreserved Fund Balance—This balance is composed of designated and undesignated portions. An amount
of $4,562,106 of the unreserved fund balance has been designated for capital projects. The undesignated
portion of the unreserved fund balance represents that portion of fund balance that is available for budgeting
of future operations.

E. REVENUES, EXPENDITURES, AND EXPENSES

In the Statement of Activities, modified cash basis revenues that are derived directly from each activity or from
parties outside the County's taxpayers are reported as program revenues. The Statement of Aclivities
demonstrates how other people or entities that participate in programs the County operates have shared in the
payment of the direct costs. The “charges for services” column includes payments made by parties that purchase,
use or directly benefit from goods or services provided by a given function or segment of the County such as
vehicle registrations. The “grants and contributions” column includes amounts paid by organizations cutside the
County to help meet the operational or capital requirements of a given function.

If a revenue is not program revenue, it is general revenue used to support all of the County's functions. Taxes are
always general revenues.

The Fund financial statements provide reports on the financial condition and results of operations for three fund
categories-governmental, proprietary and fiduciary. Since the resources in the fiduciary funds cannot be used for
County operations, they are not included in the government-wide statements. The County considers some
governmental funds major and reports their financial condition and results of operations in a separate column.
Grants and similar items are recognized as revenue when collected and all eligibility requirements imposed by the
provider have been met.

F. INTERNAL AND INTERFUND BALANCES AND ACTIVITIES

In the process of aggregating the financia