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SII\IGLETOI\I CLARK

& COMPANY, PC ¢

INDEPENDENT AUDITOR’S REPORT

Honorable County Judge and Members of the Commissioners Court
Terrell County, Texas

Disclaimer of Opinion and Unmodified Opinions

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of Terrell County, Texas (hereafter the “County™), as of
and for the year ended September 30, 2022, and the related notes to the financial statements. These
financial statements collectively comprise the County’s basic financial statements as listed in the table of
contents. Due to the conditions described in audit finding 2022-001 on the schedule of findings and
questioned costs, we have issued a disclaimer of opinion on the following linancial statements:

Government-Wide Financial Stalements:

Statement of Activities

Fund Financial Statements:

Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Position

Statement of Revenues, Expenditures, and Changes in Fund Balance — Governmental Funds

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

Statement of Changes in Fiduciary Net Position — Fiduciary Funds

Within the Required Supplementary Information section and Combining and Individual Fund Financial
Statements and Schedules section of the annual financial report, we also disclaim assurance on the
following schedules:

Schedule of Revenues, Expenditures, and Changes in Fund Balance-Budget and Actual-General Fund
Combining Schedule of Revenues, Expenditures, and Changes in Fund Balance-Sub-General Fund Detail
Combining Schedule of Revenues, Expenditures, and Changes in Fund Balance-Non-Major Gov. Funds
Combining Schedule of Activities — Private Purpose Trust Funds

Combining Schedule of Activities — Custodial Funds

Because of the significance of the matter described in audit finding 2022-001 on the schedule of findings
and questioned costs and in the Basis for Disclaimer of Opinion and Unmeodified Opinions below, we
have not been able to obtain sufficient evidence to provide a basis for an audit opinion on the financial
statements listed above. Accordingly, we do not express an opinion on those financial statements.

Unmodified Opinions on Remaining Financial Statements

In our opinion, for the remaining financial statements not listed above, which include the government-
wide Statement of Net Position and the balance sheets of the General Fund, the Venue Fund, and the
balance sheets of the aggregate remaining funds, these financial statements present fairly, in all material
respects, the respective financial position of Terrell County as of September 30, 2022, in accordance with
accounting principles generally accepted in the United States of America.

Cedar Parke Office (M) Alpine Office
1130 Cottonwood Crecl Trail, Bd (BODY 272-9922 108 N, 5" Sireet
Cedar Park, Texas 78613 www. SinglelonClark.com Alpine, Texas 79830
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Basis for Disclaimer of Opinion and Unmodified Opinions

We conducted our audit in accordance with auditing standards gencrally accepted in the United States of
America. Our responsibilities under those standards are [urther deseribed in the Auditor’s Responsibilities
for the Audit of the Financial Statements scction of our report. We are required to be independent of
Terrell County, and to mect our other cthical responsibilities, in accordance with the relevant cthical
requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our unmodified audit opinions.

Matter Giving Rise to Disclaimer of Opinion on the Financial Stalements Listed Above

During the lscal year, the accounting ledgers of the various funds of the County (the General Fund, the
Venue Fund, and other aggregate remaining separate funds) were not maintained in a manner whereby
posted transactions were reviewed on a regular basis for accuracy and reconciled to the corresponding
activity of the related bank accounts. As a result, significant audit adjustments were required to be made
to the cash accounts of the County to set them (o adjusted bank conlinmed amounts, with the offset of
these entrics being posted as unidentificd expenditures. Therefare, without a comprehensive and detailed
review of each of the revenue and expenditure transactions that occurred during the fiscal year, the audit
firm is unable 1o render an opintion to the public on the accurate handling and financial repoiting of those
transactions.

Responsibilities of Management for the Financial Stalements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the Uniled States of America. and lor the
design. implementation. and maimntenance ol mternal control relevant o the preparation and fair
presentation of financial statements that are Iree from material misstatement, whether due o fraud or
Crror,

In preparing the financial stalemenls, management is required to evaluate whether there are conditions or
cvents, considered in the aggrepate, that raise substantial doubt about the County’s ability to continue as a
going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Stalements

Our objectives are Lo oblain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Because of the maller described in the Basis for Disclaimer of Opinion and
Unmodified Opinions section, however, we were not able to obtain sufficient appropriate audit evidence
Lo provide a basis [or an audit opinion on the financial statements listed on page | of this report,

Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with generally aceepied auditing standards will always
detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control, Misstalements are considered material
if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment
made by a reasonable user based on the tinancial statements.
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In performing an audit in accordance with generally accepted auditing standards, we:

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

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements,

+ Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purposc of expressing an opinion on the
efTectiveness of the County’s internal control. Accordingly, no such opinion is expressed.

« Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

s Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the County’s ability to continue as a going concern for a reasonable
period of time.

We are required (o communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit. We have made those communications in a separate letter addressed to
the governing body.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis section which precedes the basic financial statements and the pension and other
post-employment benefits liabilities related schedules following the notes to the financial statements be
presented to supplement the basic financial statements. Such information is the responsibility of management
and, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it 1o be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedurcs to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses to
our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient cvidence to express an opinion or provide any
assurance.

Other Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the County’s basic financial statements. The accompanying combining schedules of individual
funds are presented for additional analysis and are not a required part of the basic financial statements. Such
information is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to preparc the basic financial statements. The information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements and other additional procedures
in accordance with auditing standards generally accepted in the United States of America. With the exception
of the financial statements and schedules listed on page 1 of this report which we have disclaimed, in our
opinion, the combining schedules of individual funds are fairly stated, in all material respects, in relation to
the basic financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 24, 2023 on
our consideration of Terrell 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 solely to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the County’s internal control over financial reporting or on compliance. That report is an integral part of
an audil performed in accordance with Government Auditing Standards in considering Terrell County’s
internal control over tinancial reporting and compliance.

Smglto, (Lot € Conguonsy, -

Alpine, Texas
July 24,2023
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TERRELL COUNTY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2022

As management of Terrell County, Texas (the “County”), we offer readers of the County’s financial
statements this narrative overview and analysis of the financial activities of the County for the fiscal ycar
ended September 30, 2022.

Financial Highlights

* The assets and deferred outflows of resources of the County exceeded its liabilities and deferred
inflows of resources at the close of the most recent fiscal year by $6,246,621 (nef position). Of
this amount, $1,605.138 represents unrestricled net position, which may be used to meet the
County’s ongoing obligations to citizens and creditors.

* The County’s lolal nel position increcased by $806,440 as a result of current operations,
primarily as a result of sales tax revenues in the General Fund and Venue Fund significantly
exceeding originally expected amounts during the year.

« At the close of the current fiscal year, the County’s governmental funds reported combined fund
balances of $1.853.074, which reflects an increase of $872,351 from currenl year operations in
comparison with the prior year. Of this amount, 45%, or $842,048, is available for spending at
the County’s discretion (unassigned fimd balance).

« At the end of the current fiscal year, unassigned fund balance for the General Fund was
$842,048, which reflected 36% of tolal General F'und expenditures.

Overview of the Financial Statements

The discussion and analysis provided here are intended to serve as an introduction to the County’s basic
financial statements. The County’s basic financial statements consist of three components: 1)
government-wide financial statements, 2) fund financial statements, and 3) the notes to financial
statements. This report also includes supplementary information intended to fumish additional detail to
support the basic financial statements themselves.

Government-wide Financial Statements, Vhe government-wide financial statements are designed to
provide readers with a broad overview of the County’s finances, in a manner similar to a private-sector
business.

The statement of nel position presents financial information on all of the County’s assets, liabilities, and
deferred inflows/outflows of resources, with the difference reported as net position. Over time, increases
or decreases in net position may serve as a useful indicator of whether the financial health of the County
is improving or deteriorating.

The statement of activities presents information showing how the County’s net position changed during
the most recent fiscal year. All changes in net position are reported as soon as the underlying event giving
rise to the change oceurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported for some items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes
and carned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the County that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are
intended to recover all or a significant portion of their costs through user fees and charges (business-type
activities).



TERRELL COUNTY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2022

The governmental activitics of the County include general government, public safety, justice system,
transportation, culture and recreation, health and human services, and economic development. The
County does not have any business-type activities.

The government-wide financial statements can be found on pages 20-21 of this report.

Fund Financial Statements. A fund is a grouping 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. All of the funds of the County can be divided into three categories: governmental funds,
proprictary funds, and fiduciary funds.

Governmental Funds. Governmental funds are used to account for essentially the same functions
reporled as govermmental activities in the governmenl-wide financial statements. llowever, unlike the
government-wide financial statements, governmental fund financial stalements [ocus on wmear-term
inflows and outflows of spendable resources, as well as on halances of spendable resources available at
the end of the fscal year. Such inlormation may be useful in assessing a government’s near-term
[inancing requirements,

Because the focus ot governmental funds is narrower than that of the povernment-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for govermmental activities in the government-wide financial statements, By doing
so. readers may better understand the long-term tmpact of the government’™s ncarierm financing
decisions. Both the governmental fund balance sheet and the governmental [und statement of revenues.
expenditures, and changes in fund balances provide a reconciliation o facililate this comparison between
vovernmental funcds and govermmental activities.

The County maintains seventeen individual governmental funds. Information is presented scparately in
the governmental fund balance sheet and in the governmental [und statement of revenues, expenditures,
and changes in fund balances lor the General Fund (consisting of seven sub-funds), and the Venue Fund,
which arc considered lo be major funds. Data from the other fiftcen governmental Tunds are combined
into a single aggregated presentation. Individual tund data for each of these nonmajor governmental funds
is provided in the form of combining statements in the combining and individual fund statcments and
schedules section of this report.

The County adopts an annual appropriated budget for its General Fund and several special revenue funds.
A detailed listing of the Munds with adopted budgets 1s provided on page 35 of this reporl. A budgetary
comparison statement has been provided for the General Fund to demonstrate compliance with this
budget.

The basic governmental fund financial statements can be found on pages 24-27 of this report.

Proprictary Funds. 'I'he County has the option of maintaining (wo different types of propriclary Tunds.
Enterprise funds can be used to report the same functions presented as business-fype activities in the
government-wide inancial statements. Enterprise funds arc mecant to account for activitics expeeted to

recover their costs through charges to purchasers of goods or services. However, the County does not
currently utilize enterprise funds.



TERRELL COUNTY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2022

Internal service funds are an accounting device used 1o accumulate and allocate costs internally among a
County’s functions. Because the services provided by internal service funds predominantly benefit
governmental rather than business-type functions, they are usually included within governmental
activities in the government-wide financial statements. However, the County is not currently utilizing
internal service funds.

Fiduciary Funds. Fiduciary funds arc used to account for resources held for the benefit of parties outside
of the government. Fiduciary funds are nor reported in the government-wide financial statements because
the resources of those funds are not available to support the County’s own programs. The accounting
used for fiduciary funds is much like that used for proprictary funds.

The County maintains two different types of fiduciary funds. The Private-Purpose Trust Funds are used
to report resources held in trust for the Permanent School Fund on behalf of Terrell County Independent
School District and for the Terrell County Cemetery Fund. The Custodial Funds report resources held by
County elective offices that have either not yet been officially remitted to the County treasury or are
under the control of the respective County elective offices.

The tiduciary fund financial statements can be found on pages 28-29 of this report.

Notes to the Financial Statements. The notes provide additional information that is necessary to acquire
a full understanding of the data provided in the government-wide and fund financial statements.

The notes to the financial statements can be found on pages 33-53 of this report.

Required Supplementary Information. In addition to the basic financial statements and accompanying
notes, this report also presents required supplementary information concerning the County’s budget
versus actual results for the General Fund, and also to present information regarding the County’s
participation in the Texas County and District Retirement System’s pension plan and related other post-
employment benefits.

Required supplementary information can be found on pages 57-63 of this report.

Combining and Individual Fund Financial Statements and Schedules. Many of the initial financial
statements presented at the beginning of the report present some funds in consolidated columns, such as
the General Fund (consisting of several sub-funds), the non-major governmental funds, the trust funds,
and the custodial funds. All of these consolidated columns however are presented later in the report
combining schedules which show the funds individually.

The combining and individual fund financial statements and schedules can be found on pages 66-81 of
this report.

Government-wide Overall Financial Analysis
As noted carlier, net position over time, may serve as a useful indicator of a County’s financial health. In

the case of the County, assets and deferred outflows of resources exceeded liabilities and deferred inflows
of resources by $6,246,621 at the close of the most recent fiscal year.



TERRELL COUNTY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2022

Shown below is a summary of the County’s Statement of Net Position for the current and previous fiscal
year.

Terrell County, Texas
Net Position

Grovernmental Governmental
Activitics Activities
2022 2021 Change
ASSETS
Current & Other Assets 4 3,793,522 % 1.679.348 % 2,113,974
Capital Asscts 3,948,247 4,196,988 (248,741)
Total Asscts 7,741,769 5,876,536 1,865,233
DEFERRED OUTTFTOWS
Deferred OutNows 94,401 324,508 (230.107)
TOTAL ASSETS AND DEFERRED QUTFLOWS 7.836.170 06,201,044 1,635,126
LIABILITIES
Current Liabilitics 155,009 225,063 (69.436)
Long-lerm Liabilitics 291 .85 34.209 27650
Total Liahilities JUT7.4068 131274 (36.8006)
DEFERRED INFILOWS
Delered Tnllows 1192 081 326,389 865,492
TOTAL LIABILITIES AND DEFERRED OUTFLOWS 1,589,549 100,863 KK 6RO
NET POSITION
Investment in Capital Assets, net of Related Debl 3.913.279 4,196,988 (283,709)
Restricted 728,204 461.231 266,973
Unrestricted 1,605,138 781,962 823170
Total Net Position $ 6,246,621 % SAH0181 % 806.440

A portion of the County’s net position, $3,913,279, or 63%, reflects its investment in capital asscts (c.g.,
land, buildings, machinery, equipment, vehicles, and infrastructure), less any related outstanding debt that
was uscd to acquire thosc asscts. The County uscs these capital asscts to provide a variely of services to
its citizens. Accordingly, these asscts are not available for future spending. Although the County's
investment in capital asscls is reported net of related debt, it should be noted that the resources used to
repay this debt must be provided from other sources, since the capital assets themselves cannot be used Lo
liquidate these liabilities,

An additional portion of the County’s nct position, $728,204, or 12%, represents resources that are
subject to external restrictions on how they may be used. The remaining balance of $1,605,138, or 25% is
untrestricted and may be used (o meet the County’s ongoing obligations W its citizens and creditors. At the
end of the current fiscal year, the County is able to report positive balances in all reported categories of
net position, for its scparate governmental activities. The same situation held true for the prior fiscal year.
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TERRELL COUNTY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2022

Governmental Activities. During the current fiscal year, net position for governmental activities increased
by $806,440 from the prior fiscal year for an ending balance of $6,246,621. The increase in nel position
of governmental activities is primarily the result of sales tax revenues being received at higher levels than
budgeted during the year.

Terrell County, Texas
Changes in Net Position

Governmental CGovernmental
Aclivities Activitics
2022 2021 Change
Revenuces:
P'rogram Revenues:
Charges [or Services $ 551,307 % 473513 § 77.794
Operating Grants & Contributions 873,715 369.932 505,783
General Revenes:
Property Taxes 1,658,483 1,625,087 33,396
Gieneral Sales and Use Taxes 1.085.317 132,940 052,377
Donations 2.699 2,500 {99
Investment Farnings 208.955 1.196 207.759
M iscellaneous 185,782 460,264 (274,182)
Total Revente 4,568,258 3,065,432 1.502,826
Expenses:
General Government 1,132,223 1,191,024 (58,801
Public Safety 880.141 836,196 43,943
Judicial System 156,433 184,378 (27,945)
Transportation 283.454 323.019 (39.565)
Culture and Recreation 52.394 68,703 (16.309)
Health and Human Services 604,309 670,517 (66,208)
Economic Development 3,008 9,524 (6.426)
Total Expenses 3,112,052 3,283,361 (171,309)
reus Yecrease i ot [Positi : « T )
InLTt'.bl,bt: (Decrease in Net Position Before Translers and 1,456,206 (217.929) 1,674,135
Special Items)
Other Uses (649,766) » (649,766)
Inerease (Decrcase) in Net Position 806,440 (217,929) 1,024,369
Net Position - Beginning 5.440,181 5,658,110 (217,929
Net Posilion - Ending $ 62460621 % 5440181 % 806,440

Business-type Activities. The County is currently not utilizing any business-type activities.



TERRELL COUNTY, TEXAS
MANAGEMENT?S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2022

Financial Analysis of Governmental Funds

As noted earlier, the County uses [und accountling to ensure and demonstrate compliance with [inance-
related legal requirements. Governmental and fiduciary funds are used, however the County does not
currently engage in activities that would require the use of proprietary funds.

Governmental Funds. The focus of the County’s governmental funds is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the
County’s financing requirements. In particular, unassigned fund balance may serve as a useful measure of
a County’s netl resources available for discretionary usc as they represent the portion of Tund balance
which has not yet been limited lo use for a particular purpose by cither an external party, the County
itsclf, or a group or individual that has been delegated authority to assign resources for use for particular
purposes by the County’s Court.

At Seplember 30, 2022, the County’s governmental funds reported combined [und balances of
$1,853,074, an increasc ot $872,351 in comparison with the prior year. Of this amount, $842,048, or
45%, constitules unassigned fund balance, which is available for spending at the County’s discretion. The
remainder of the fund balauce is either nonspendable, restricted, committed, or assigned 10 indicale that it
is 1) not in spendable form %-0-, 2) legally required to be maintained intact $-0-, 3) restricted for
particular purposes $728.204, 4) committed for particular purposes $282.822. or 5) assigned for particular
purposes $-0-

The General Fund is the chiel” operating fund of the County. At the end of the current fiscal year,
unassigned fund balance of the General Vund was $842. 048, while total fund halance increased o
$1.107.867. As a measure of the General Fund’s liquidity. it may be uselul to compare both unassigned
fund balance and total fund balance to total General Fund expenditures. Unassigned fund balance
represents approximately 36% of total General Fund expenditures, while total fund balance represents
approximately 47% of that same amount.

The fund balance ot the County’s General Fund increased by $588,375 during the current fiscal year, This
was primarily due Lo higher than anticipated sales tax revenucs during the year.

The Venue Fund, a major fund, experienced a $290,273 increase in fund balance during the current fiscal
year resulting in an ending fund balance of $665,564. The increase in fund balance was due to the
dedicaled sales tax for this fund bringing in more revenues during the year than could be allocated
specifically to economic development activities.

Proprietary Funds. The County does not currently utilize any proprietary funds.
General Fund Budgetary Highlights
Original budget compared to final budger. During the year there were amendments o increase the

original estimated overall County revenues and the originally budgeted appropriations at the funetional
levels. Also, some amendments to reallocate appropriations within departments were made.



TERRELL COUNTY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPITEMBER 30, 2022

Capital Assets and Debt Administration

Capital assets. The County’s investment in capital assets for ils governmental activities as of Seplember
30, 2022, amounted to $3,948.247 (net of accumulated depreciation). This investment in capital assets
includes land, buildings, machinery, equipment, vehicles, roads, highways, and bridges. The net decrease
in capital assets for the current fiscal year of approximately 5.9% was primarily the result of current year
depreciation expensc.

Shown below is a comparison of the County’s capital assets for the current and prior fiscal year.

Terrell County, Texas
Capital Assets
Govemmental Governmental
Activities Activities
2022 2021 Change

Land b 186,512 8 186,512 § =

Buildings and limprovements 4,140,220 4,140,220 "

Infrastructurs 3,719,764 3,719,764 -
Machinery and Equipment 4,029,344 3,976,101 5§3.243
Total 12,075,840 12,022,597 53,243
Less Accumulated Depreciation (8,127,593) (7.825,609) (301,984)

Capital Assets, net of Depreciation h 3,948,247 % 4,196,988 3§ (248,741)

Additional information on the County’s capital assets can be found in Note 4 on page 42 of this report.

Long-term liabilities. At the end of the current fiscal year, the County only had an oulstanding notes
payable obligation which required regular futurc payments. Other long-term obligations reported on the
Statement of Net Position consist of pension and other post-employment liabilities and accrued employee
compensated absences. While these liabilities are considered long-term debt obligations, they do not
require current scheduled outlay payments and will instead be satisfied through regular operations or
changes in funding requirements of these benefit plans.

Shown below is a comparison of the County’s long-term debt obligations for the current and prior fiscal
yedr.
Terrell County, Texas
Long-Term Debt

Governmental Governmental
Activities Activities
2022 2021 Change
Notes Payable $ 34968 % - $ 34,968
Compensated Absences 17,922 25,513 (7,591
Total 5 52890 % 25513 § 27,377

Additional information on the County’s long-term liabilities can be found in Note 8 on page 51 of this
reporl.
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TERRELL COUNTY, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2022

Economic Factors and Next Year's Budgets and Rates

The following economic factors currently affect the County and were considered in developing the 2022-
2023 fiscal ycar budget:

s The current status of the taxable property values within the County and the affect those values
have on property tax assessments and resulting property tax revenues

¢ Grant revenues anticipated to be received from the State of Texas to assist the County with
the affects of the continuing border crisis

s  Affects on the local economy resulting from the increased activities in the County also from
the border crisis

The County adopted an expenditures budget for the General Fund for the 2022-2023 fiscal year in the
amount of $2,273.283. The reflects a decrease of just over $400,000 from the previous year’s final
amended budget. Property tax rates for the 2022-2023 fiscal year were decreased o $0.38559 per $100 of
land valuation.

Requests for Information
This financial report is designed to provide a general overview of the County finances for all those with
an interest in the County’s finances. For questions and additional information, please visit the Terrell

County Treasurer’s Office at 105 East Hackberry Street, Sanderson, Texas 79848, or telephone (432)
345-2992.
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TERRELL COUNTY, TEXAS
STATEMENT OF NET POSITION
SEFTEMBER 30, 2022

ASSETS
Cash and Temporary Investments
Investments

Property Taxcs Receivable
Allowance lor Uncollectible Taxes
Accounts Receivahle
Net Pension Assct
Capital Assets not Being Depreciated:
[and
Capilal Assets, Being Depreciated
Buildings and Improvements
Infrastructure
Machinery and Equipment
Accumulated Depreciation
Total Assets
DEFERRED OUTFLOWS OF RESOURCES
Pension Plan Items
Other Post-Fmployment Benelit [tems
Total Deferred Outllows of Resources
TAABILITIES
Accounts Payable
Accrued Salarics und Wages
Due lo Prduciary Funds
Accrued Expenditures
Uncarmed Revenues
Other Liabilitics
Long-Term Liabilitics:
MDue within One Year
Due in more than One Year
Other Post-Employment Benelits Liability
Total Liabilities
DEFERRED INFLOWS OF RESOURCES
Pension Plan llems
Other Post-Employment Benelitl lems
‘T'otal Neferred Inflows of Resources
NET POSITION
Net Investment in Capital Assets
Restricted for Capital Projects
Restricted for Debt Service
Restricted for Other Purposes
Unrestricted
‘Total Net Position

I'he notes Lo (he Fnancinl statements are an integral part of this statement.
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Primary
Governmenl

Governmental
Activities

§ 839,483

739,692
170,078
(17,008)
576,583
1,484,694

186,512

4,140,220
3,719,764
4,029,344

(8,127,593)

7,741,769

61,786
32615

9101 _

43,405
53.284
1318
6,943
50,254
405

26,186
26,704
188,909

397,408

1,183,791
8,290

1,192,081

3913279
751
4538
722915
1,605,138

3 6,246,621




TERRELL COUNTY, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2022

OPINION DISCLAIMED
Program Revenues Net (Fxpense)
Primary
Charges Operating Government
for CGrants and Governmental
Functions/Programs: Expenses Services Contributions __ Activities
Primary Government:
Governmental Activitics:
General Government % 1132223 8 102,105 % 225816 % (804,302)
Public Safety 880,141 29,174 582,338 (268,629)
Judicial System 156,433 53,893 20,379 (82,161)
Transportation 283,454 14,825 19,625 (249.004)
Culture and Recreation 52,394 6,070 - (46.324)
Health and Human Services 604,309 345240 27.557 (231,512)
FEconomic Development 3,008 - - (3,098)
Total Governmental Activitics: $ 3,112,052 § 351307 § 875,715 ] (1,685,030)
General Revenues:
Properly Taxes 1,658,483
General Sales and Use Taxes 1,085,317
Donations 2,699
Investiment Income 208,955
Other Revenue 185,782
Total General Revenues 3,141,236
Change in Net Postion Before Special Items 1,456,206
Other Uses (649,766)
Change in Net Position 806,440
Net Pasition - Beginning 5,440,181
Net Position - Ending b 6,246,621

The notes Lo the (Inancial statements are an intepral part of this stalement.
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ASSETS
Cash and Temporary Investments
Investments
Property Taxes Receivable
Allowance for Uncollectible Taxes
Accounts Receivable
Due from Other Funds

Total Assets

LIABILITIES

Accounts Payable

Accrued Salarics and Wages
Due to Other Funds
Accrued Fxpenditures
Unearned Revenues

Other Liabilities

Total Liahilities

DEFERRED INFLOWS OF RESOURCES

Deferred Inflows-Property ‘Taxes

Total Delerred Inflows of Resources

FUND BALANCES (DEFICITS)

Rostricted for:
Debt Service
Capital Projects
Other Purposes

Commilted for:
Other Purposes

Unassigned

Total Fund Balances

Total Liabilities and Fund Balances

TERRELL COUNTY, TEXAS
BAILLANCE SHEET
GOVERNMENTAL FFUNDS
SEPTEMBER 30, 2022

010 042

Non-Major

Total

Governmental Governmental

General Fund  Venue Fund Funds Funds
269,319 & 475362 % 94,802 §  B394E3
731,283 93 8316 739,692
170,078 - - 170,078
(17,008) - - (17.008)

14,679 7.340 407,489 429,508
453,669 182,769 6311 642,749

1,622020 § 665,564

$ 516918

T$ 2,804,502

43,405 § - -5 43405
53,284 : 3 53,284
231,380 z 412,687 644,067
6,943 ‘ . 6,943
25,666 : 24,588 50,254
405 - : 405
361,083 N 437205 T98JS8
153,070 . - 153,070
153,070 - . 153,070

' - 4,538 1538

; - 751 751

i 665,564 57,351 722915
265,819 : 17,003 282,822
842,048 : : 842,048
1,107,867 665,564 79,643 1,853,074
1622020 § 665564 § 516918 § 2,804,502

‘I'he notes (o the Mnancial stalements are an integral part of this statement.



TERRELL COUNTY, TEXAS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE

STATEMENT OF NET POSITION
SEPTEMBER 30, 2022

OPINION DISCLAIMED

Amounts reported for governmental activities in the statement of net position are different because:

Total Fund Balances - Governinental Funds

Capital assets and related accumulated depreciation used in governmental
activilies are not current financial resources, and therefore not reported in Lhe
funds, These are detailed as follows:

Governmental activities capital assets $ 12,075,840

Less accumulated depreciation (8,127,593)

Net pension and other post-employment assets or liabilities as well as related
deferred inflows and outflows are not reported in the governmental funds,
but are reported on the Statement of Net Position. These amounts are detailed

as follows:
Current net pension asset 1,484,694
Deferred outflows related to pensions 61,786
Deferred inflows related Lo pensions (1,183,791)
Other net post-employment benefits liability (188,969
Deferred outflows related to other post-employment benefits 32615
Deferred inflows related to other post-employment benefits (8,290)

Uncollected property taxes are not available to pay for current operations and
are therefore not recorded within the fund balance ofthe governmental funds.
These amounts are however recorded in the statement of net position, net of
an allowance for uncollectible amounts.

Long-term liabilities, such as notes payable and accrued compensated
absences, are not due and payable in the current period, and therefore not
reported as liabilitics in the governmental funds.

Compensated ahsences

Coutt receivables for fines and fees are longer-term in nature due to their high
uncollectable percentage and have therefore only been recorded at the
governmenl-wide linancial statement level.

Net Position ol Govermnmental Activities

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

§ 1,853,074

3,948,247

198,045

153,070

(52.890)

147.075

§ 6246621



TERRELIL COUNTY, TEXAS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2022

OPINION DISCLAIMED
010 42
Total
Total Non-  Governmental
CGeneral Fund  Venue Fund  Major Funds Funds
REVENUES B
Properly Taxes § 1,042,330 % - b - 1,642,330
Generul Sales and Usc Taxes 708,040 356,441 20,836 1,085,317
Fines, I'ees, and Permits 143,817 - 7,837 151,654
Charges for Services 365,639 - 8,177 373,816
Rent and Lease Income 15,325 - - 15,325
Donations 2,699 - - 2,699
Intergovernmental Revenuces 165,469 - 710,246 875,715
Investment Income 208,255 327 373 208.935
Other Revenue 182,652 525 2,605 183,782
Total Revenues 3,434,226 357,293 750,074 4.541.393
EXPENDITURES
Current:
Ceneral Government 1,040,559 - 30,057 LO70.596
Public Salcty 180,864 (95,898 874,762
lustice System 149,017 - - 149.017
Transporlation 285193 - 785,493
Culture and Regreation 49740 - = 49,746
liealth and Human Scrvices 565,119 - 3,522 568,941
Feonomic Development 2,20t 146 - 2,646
Debt Service:
Principal 18,275 - - 18,275
Capital Qutlay 53,243 = - 53,243
Total Expenditures 2,344,816 446 727,457 3,072,719
Excess (Deficiency) of Revenue Over Expenditures 1,089,410 356,847 22,617 1,468,874
OTHER FINANCING SOURCES (USES)
Loan Proceeds 53,243 - - 53,243
Transfers In 19.909 - - 19,909
Transfers Qul (19,909) - - (19,909)
Other Uses (554,278) (66,574) (28,911) (649,766)
Total Other Financing Sources (Uses) (501,035) (66,574) (28914) (596,523)
Net Change in Fund Balance 588,375 290273 (6.297) 872,351
I‘und Balance - Beginning L 519492 375290 85,910 980,723
Fund Balance - Ending $ 1107867 $§ 665564 § o643 F 1,853,074

The notes to the financial statements are an integral part of this statement.
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TERRELL COUNTY, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCE
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2022

OPINION DISCLAIMED

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

Net Change in Fund Balances - Total Governmental Funds § 872351

Governmental funds report capital outlays as expenditures. However, in the
statement of activitics, the cost of these assets is allocated over their estimated
useful lives and reported as depreciation expense. In addition, depreciation expense
is only reported on the Statement of Activities.

Expenditures for capitalized assets $ 53243
Less current year depreciation (301,984) (248,741)

Long-term liabilities, such as notes payable and accrued compensated absences, are
not recorded within the governmental funds due to them not representing current

liabilities.
Payments on long-term debt 43,788
Issuance of new long-term deht (71,165)
Change in Jong-term liabilities for notes payable and compensated absences (27,377)

Revenues in the statements ol activities for property taxes are recognized in the
period levied, not collected. Therefore the uncollected property taxes ol the current
period increase the change in net position. 16,153

Governmental funds report pension and other post-employment benefit
contributions as current year expenditures, However, these costs are measured
actuarially in the statement of activities. These diflerences in recognition between
the governmental funds and Statement ol Activities for these items is as follows:

Current year pension expense 200,981
Current year other post-employment benefits expense (17.439) 183.342

Court receivables for fines and fees are longer-teom in nature due to their high
uncollectiblity percentage and have therefore only been recorded at the government-
wide financial statement level. This amount represents current year collections on

10,512
thesc amounts.

Change in Net Pasition- Governmental Activities § 806,440

The notes to the financial statements are an integral part of this statement.
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TERRELL COUNTY, TEXAS
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS
SEPTEMBER 30, 2022

Fiduciary Funds

Private Purpose

Trust Funds Custodial Funds

ASSELS

Cash and Cash Equivalents b3 824813 % 179,083

Investments 20,388,741 -

Due from Other Funds 1,318 -

Notes Receivable 225,000 -

Tolal Asscts 21,439,872 179,083

NET POSITION

Total Net Position b 21439872 % 179,083

The notes to the financial statements are an integral part of this statement.
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TERRELL COUNTY, TEXAS

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

FIDUCIARY FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2022

REVENUES
Contributions:
Rent and Lease Income
Donations
Miscellaneous Revenue
Total Contributions
Investment Eamings:

Investment Income

Total Investment Income

Total Revenues

EXPENDITURES

Payments to Beneficiaries
Investment Fees

Repairs and Maintenance
Other Operating Costs

Miscellaneous Expenditures

Total Expenditures

Net Change in Net Position

Net Position - Beainning
Net Position - Ending

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

OPINION DISCLAIMED
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Fiduciary Funds

Private Purpose
Trust Funds

Custodial Funds

5 89.869 § -
550 -
5,554 182,859
95,973 482,859
247,409 .
247,409 "
343,382 482,859
1,418,847 -
9,442 -
474 -
141,040 g
- 442 869
1,569,803 442,869
(1.226,421) 39,990
22,666,293 139,093
$ 21439872 § 179,083
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TERRELL COUNTY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2022

NOTE-1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity

Terrell County, Texas (the “County”™) is the primary government reported within these financial
statements and is governed by an elected county judge and four-member Commissioners Court. The
accompanying financial statements present the County and its component units, entitics for which the
County is considered to be financially accountable. Blended component units are, in substance, part of a
primary government’s operations, even though they are legally separate entities. Thus, blended
component units are appropriately presented as funds of the primary govemment. Each discretely
presented component unit is reported in a separate column in the government-wide financial statements to
emphasize that it is legally separate from the government,

Based on the criteria for determining and including component units within the financial statements of a
primary government, no blended or discretely presented component units have been included within the
County’s financial statements.

Description of Government-wide Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the nonfiduciary activities of the primary government and its
component units. All fiduciary activitics are reported only in the fund financial statements. Governmental
activities, which normally are supported by taxes, intergovernmental revenues, and other nonexchange
transactions, arc reported separately from business-fype activities, which rely to a significant extent on
fees and charges to external customers for support. Likewise, the primary government is reported
separately from certain legally separate component units for which the primary government is financially
accountable.

Basis of Presentation — Government-wide Financial Statements

The governmental activities column on the statement of activities consolidates data from governmental
funds and internal service funds, and also adds long-term assets and liabilities, such as capital assets and
bonds payable. The business-type activities column consolidates data from the government’s enterprise
funds. As a gencral rule, the effect of interfund activity has been eliminated from the government-wide
financial statements.

Basis of Presentation — Fund Financial Statements
The fund financial statements provide information about the County’s funds, including its fiduciary funds.
Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds,
even though the latter are excluded from the government-wide [inancial statements. The emphasis of fund
financial statements is on major governmental funds.

The County reports the following major governmental funds:

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

The Venue Fund is a special revenue fund established to account for the revenue and
expenditures related to operation of the County’s convention center facility.

d
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TERRELL COUNTY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2022

The County also reports the following governmental fund types within the nonmajor governmental funds:

Special Revenue Funds are used to account for specific revenue sources Lhat are restricted,
committed, or assigned 1o expenditures for particular purposes.

The Debt Service Fund is used to account for the accumulation of resources that are restricted,
committed, or assigned for the payment of principal and intercst on long-term obligations of
governmental funds.

‘I'ie County reports the following fiduciary fund types:

Private Purpose Trust Funds account for assels held in a trustee capacily for others and which
thercfore are not available to support County programs. The reporting focus is on net position and
changes in net position, which is reported using the accrual basis of accounting.

Custodial Funds account for cash collections held by the various offices of clected County
officials that have either yet to be turned in to the County Treasurer or can be used by the elected
official in accordance with State law.

Interfund Transactions

During the course of operations the Cotnty has activity between funds for various purposes. Any residual
balances outstanding at year end are reported as due [rom/to other funds or advances to/from other funds.
While these balances are reported in fund linancial statements, certain eliminations are made in the
preparation of the government-wide (nancial statements. Balances between the funds included
governmental activities (Le., the governmental and internal serviee funds) are eliminated so that only the
het amount is included as internal balances in the governmental activities colun,

Similarly, balances between the funds included in busincss-type activities (i.e., the enterprise funds) are
climinated so that only the net amaunt is included as internal balances in the business-lype aclivitics
column.

Further, certain activity occurs during the year involving transfers of resources between funds. In fund
financial stalements these amounts arc reported at gross amounts as transters in/out. While reported in
fund financial stalements, certain eliminations are made in the preparation of the government-wide
financial statements. ‘I'ransfers between the funds included in governmental activities are climinated so
that only the net amount is included as transfers in the governmental activities column. Similarly,
bhalances between the tfunds included in business-type aclivities are climinated so that only the net amount
is included as transfers in the business-type activities column.

Measurement Focus and Basis of Accounting
The accounting and (inancial reporting treatment for a given fund or activity is determined by the
applicable measurement focus and basis of accounting, Measurement focus indicates the type of resources

being measured such as current financial resources of ecONOMIC FESOUFCES. The basis of accounting
indicates the timing of transactions or events for recognition in the financial stalements.
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TERRELL COUNTY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2022

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

The governmental fund financial statements are reported using the cuwrrent financial resources
measuremeni focus and the modified accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to be available when they are collectible
within the current period or soon enough thereafter to pay liabilities of the current period. For this
purpose, the County considers revenues Lo be available if they are collected within 60 days of the end of
the current fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to compensated absences,
and claims and judgments, are recorded only when payment is due. General capital asset acquisitions are
reported as expenditures in governmental funds. 1ssuance of long-term debt and acquisitions under capital
leases are reported as other financing sources.

Properly taxcs, sales taxes, licenses, and interest associated with the current fiscal period are all
considered lo be susceptible to accrual and so have been recognized as revenues of the current fiscal
period. Entitlements are recorded as revenues when all eligibility requirements are met, including any
time reguircments, and the amount is received during the period or within the availability period for this
revenue source (within 60 days of year end). Expenditure-driven grants are recognized as revenue when
the qualifying ¢xpenditures have been incurred and all other eligibility requirements have been met, and
the amount is received during the period or within the availability period for this revenue source (within
60 days of vear end). All other revenue items are considered to be measurable and available only when
cash is received by the government.

Custodial funds have no measurement focus but utilize the accrual basis of accounting for reporting its
assets and liabilities.

Budgetary Information
Budgetary Basis of Accounting

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for the
following funds:

General Fund Airport Fund

Road and Bridge Fund Venue Tax Fund
Courthouse and Jail Fund 1. P. Technology Fund

Jury Fund Historical Commission Fund
Courthouse Securily Fund Visitors Center
Contingency Fund Records Preservation Fund

Other special revenue funds do not have appropriated budgets since other means control the use of these
resources, such as grant awards, and sometimes span a period of more than one fiscal year.
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TERRELL COUNTY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2022

The appropriated budget is prepared by fund and department. The County’s department heads may make
transters of appropriations within a department. Transfers of appropriations between departments require
the approval of the Commissioners” Court. The legal level of budgetary control (i.e., the level at which
expenditures may not legally exceed appropriations) is the department level.

Appropriations in all budgeted funds lapse at the end of the fiscal year even if they have related
encumbrances. Encumbrances are commitments related to unperformed (exceutory) contracts for goods or
services (i.c., purchase orders, contracts, and commitments). Encumbrance accounting is utilized to the
extent necessary to assure cffective budgetary control and accountability and to facilitate effective cash
planning and conirol. While all appropriations and encumbrances lapse at year end, valid outstanding
encumbrances (those for which performance under the executory contract is expected in the next year) are
re-appropriated and become part of the subsequent year’s budget pursuant to state regulations.

Assets, Liabilities, Deferred Qutflows/Inflows of Resources, and Net Position/Fund Balance
1. Cash and Cash Equivalents

The County’s cash and cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments with original maturities of threec months or less from the date of acquisition.

2. Investmenis

Investments for the County are reported at Fair value (generally based on quoted market prices) except
for positions in Local Government Investment Pools when applicable. In accordance with state law,
these investment pools operate in conformity with all of the requirements ol the Sceuritics and
Iixchange Commission’s (SEC) Rule 2a7 as promulpated under the Investment Company Act of
1940, as amended, Accordingly, the pools qualify as 2a7-like pools and are reported at the net assel
value per share (which approximates fair value) even though it is caleulated using the amortized cost
method, The pools arc subjeet to regulatory oversight by the State Treasurer, although it is not
registered with the SEC.

3. Inventories and Prepaid Items

Inventories are valued at cost using the first-in/first-out (FIFO) method and consist of expendable
supplies. The cost of such inventories is recorded as cxpenditures/expenses when consumed rather
than when purchased. Certain payments to vendors reflect costs applicable to future accounting
periods and are recorded as prepaid items in both the government-wide and fund financial statements.
The cost of prepaid items is recorded as expenditures/cxpenses when consumed rather than when
purchased.

4. Capital Assety

Capital assets, which include property, plant, cquipment, and infrastructure asscts (e.g. roads, bridges,
sidewalks, and similar items), are reported in the applicable governmental or business-type activitics
column in the government-wide financial statements. Capital assets, except for infrastructure assets,
arc defined by the County as assets with an initial, individual cost of morc than $5,000 and an
cstimated useful life of more than one year.



TERRELL COUNTY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2022

As the County constructs or acquires additional capital assets cach period, including infrastructure
assets, they are capitalized and reported at historical cost. The reported value cxcludes normal
maintenance and repairs which are essentially amounts spent in relation to capital assets that do not
increase the capacity or efficicncy of the item or increase its estimated useful life. Donated capital
assets, donated works of art and similar items, and capital assets received in a concession arrangement
are recorded at acquisition value.

Land and construction in progress are not depreciated. The other property, plant, equipment, and
infrastructure of the primary government are depreciated using the straight-line method over the
following estimated useful lives:

Capital Asset Classes Lives
Buildings 40
Machinery and Equipment 7-153
Vehicles 6
Improvements 20
Infrastructure 20

5. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so will aor
be recognized as an outflow of resources (expense/expenditure) until then. In addition to liabilities,
the statement of financial position will sometimes report a separate section for deferred inflows of
resources. This separate financial statement element, deferred inflows of resources, represents an
acquisition of net position that applies to a future period(s) and so will not be recognized as an inflow
of resources (revenue) until that time.

6. Net Position Flow Assumption

Sometimes the County will fund outlays for a particular purpose from both restricted (e.g., restricted
bond or grant proceeds) and unrestricted resources. In order to calculate the amounts to report as
restricted — net position and unrestricted — net position in the government-wide and proprietary fund
financial statements, a flow assumption must be made about the order in which the resources are
considered to be applied. It is the government’s policy to consider restricted — net position to have
been depleted before unrestricted — net position is applied.

7. Fund Balance Flow Assumptions

Sometimes the County will fund outlays for a particular purpose from both resiricted and unrestricted
resources (the total of committed, assigned, and unassigned fund balance). In order to calculate the
amounts lo report as restricted, committed, assigned, and unassigned fund balance in the
governmental fund financial statements a flow assumption must be made about the order in which the
resources are considered to be applied. It is the government’s policy to consider restricted fund
balance to have been depleted before using any of the components of unrestricted fund balance.
Further, when the components of unrestricted fund balance can be used for the same purpose,
committed fund balance is depleted first, followed by assigned fund balance. Unassigned fund
balance is applied last.



TERRELL COUNTY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2022

8. Fund Balance Policies

Fund balance of governmental funds is reported in various categories based on the nature of any
limitations requiring the use of resources for specific purposes. The Counly itself can establish
limitations on the use of resources through either a commitment (committed fund balance) or an
assignment (assigned fund balance). The committed fund balance classification includes amounts that
can be used only for the specific purposes determined by a formal action of the government’s highest
level of decision-making authority. The governing coutt is the highest level of decision-making
authority for the County that can, by adoption of an ordinance prior to the end of the fiscal year,
commit fund balance. Once adopted, the limitation imposed by the ordinance remains in place until a
similar action is taken (the adoption of another ordinance) to remove or revise the limitation.

Amounts in the assigned fund balance classification are intended to be used by the County for
specific purposes but do not meet the criteria to be classified as commitied. The court has by
resolution authorized the County Judge to assign fund balance. The Commissioners’ Courl may also
assign fund balance as it does when appropriating fund balance to cover a gap between estimated
revenuc and appropriations in the subsequent ycar's appropriated budget. Unlike commitments,
assignments generally only exist temporarily. In other words, an additional action does not normally
have to be taken for the removal of an assignment. Conversely, as discussed above, an addifional
aclion is essential to either remove or revise a commitment.

Revenues and Expenditures/Expenses

1. Program Revenues

Amounts reported as program revenues include 1) charges Lo customers or applicants who purchase,
use, or dircetly benefit from goods, services, or privileges provided by a given function or segment
and 2) grants and contributions (including special assessmenls) that are restricted to meeting the
operational or capital requirements of a particular function or segment. All taxes, including those
dedicated for specific purposes, and other internally dedicated resources are reported as general
revenues rather than as program revenues.

2. Property Taxes

Property taxes are considered available when collected within the current period or expected lo be
collected soon enough thereafter to be used to pay liabilities of the current period. The County levies
its taxes on October 1 in conformity with Subtitle E, Texas Property Tax Code. Taxes are due upon
receipt of the tax bill and arc past due and subject to interest if not paid by February | of the year
following the October 1 Jevy date. The assessed taxable value of the property tax roll of January 1,
2021, upon which the levy for the 2021-2022 fiscal year was based, was $208,753,875. Taxes are
delinquent if not paid by February st of the following calendar year. Delinquent taxes are subject to
both penalty and interest charges plus 15% delinquent collection fees for attorney costs,

I'he tax rate assessed for the year ended September 30, 2022, to finance County operations was $0.80
per $100 valuation. The total County tax levy for the 2021-2022 fiscal year was 51,670,031 Tax
collections on the current levy for the year ended September 30, 2022, were 98% of the year end
adjusted tax levy.
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3. Compensated Absences
Vacation

County policy permits employees to accumulate earmned but unused vacation benefits, which are
eligible for payment upon separation from County service. The liability for such leave is reported as
incurred in the government-wide financial statements. A liability for those amounts is recorded in the
governmental funds only if the liability has matured as a result of employec resignations or
retirements.

Sick Leave

Accumulated sick leave lapses when employees lcave the employment of the County and, upon
separation from service, no monetary obligation exists.

4. Pensions and Other Post-Employment Benefits

For purposes of measuring the net pension and other post-employment benefits (OPEB) liabilities, the
economic resources measurement focus and full accrual basis of accounting have been used. This
includes deferred inflows and outflows of resources related to pensions, OPEB, pension expense, and
OPEB expense, and information about assets, liabilities, and additions to/deductions from the net
position of the pension plan. Benefit payments (including refunds of employee contributions) are
recognized when due and payable in accordance with benefit terms. Investments arc reported at fair
value.

NOTE-2 CASH AND INVESTMENTS

Cash Deposits with Financial Institutions

Custodial credit risk-deposits. In the case of deposits, this is the risk that in the event of a bank failure, the
government’s deposils may not be returned to it. The County does not have a deposit policy for custodial
credit risk. However, State law requires governmental entity deposits to be completely insured with FDIC
and pledged sccuritics coverage at all times. As of September 30, 2022, the County’s combined bank
balances at its depository bank, Pecos County State Bank, were $1,689,206, and of that amount $750,000
was covered by FDIC insurance and the remaining amount was covered by pledged collateral.
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Investments
As of September 30, 2022, the County had the following investments:

Maturity Time in Years

Less than Mare
Investment Type 1 1-5 G-10 Than 10 Totals

Governmental Funds:
Certificates of Deposil b 54,567 % - b - g . 54,567
LoneStar Govermnment Poal 375 - - - 375
TexStar Government Pool 8,408 - - - 8,408
TexPoal Investment Pool 948,440 - - - 943,440

Tolal Governmental Funds $ 1,011,790 § . 5 - $ - 5 L,011,790
Fidugiary Funds:
Certificates of Deposit $ 3949242 § . 5 - $ - § 3949242
Marketable Securities 14,764,127 - - - 14,764,127
LoneStar Governiment Pool 190,889 - - - 190,889
TexStar Government Pool 1,212,385 - : - 1,212,385

‘T'otal Fiduciary Funds by 20116643 & - b - b - $ 20,116,643

Lone Star (First Public)

The Government Overnight Fund is a fund within the Lone Star Investment Pool. Its objective is to
maintain a stable $1.00 per share net asset value (NAV), while it provides the highest possible rate of
return. The fund represents one of three Texas public investment funds sponsored by the Texas
Association of School Boards (TASB). The other funds--Corporate Overnight Fund and Corporate
Overnight Plus Fund—also maintain S&IP Global ratings. The Lone Star Investment Pool was created
pursuant to the Interlocal Cooperation Act of the State of 'I'exas as an investment vehicle for local school
districts and other public entitics. The funds within Lone Star Investment Pool are not registered mutual
funds under the Investment Company Act of 1940, and are not available Lo individual investors.

The Lone Star Investment Pool is sponsored by TASB. The investment advisers to the pool arc
American Beacon Advisors and Standish. First Public LLC provides administrative and distribution
services to the pool and State Street Bank is the custodian for all pool assets, In addition, CAPTRUST
Financial Advisors monitors the pool's operations and performance and reports its findings to First Public
and the board of trustees for the Lone Star Investment Pools.

TexStar

TexSTAR is a local government investment pool organized under the authority of the Interlocal
Cooperation Act, chapter 791, of the Texas Government Code, and the Public Funds Investment
Act, chapter 2256, of the Texas Government Code. The pool was created in April 2002 through a
contract among its participating governmental units, and is governed by a board of directors (the board) to
provide for the joint investments of participant's public funds and funds under their control. TexSTAR's
policy sceks to invest pooled asscts in a manner that will provide for preservation and safety of principal
and competitive investment returns while meeting the daily liquidity needs of the participants by utilizing
cconomies of scale and professional investment expertise.
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Since April 2002, JP. Morgan Investment Management Inc. (JPMIM) has served as
investment adviser to TexSTAR. JPMIM is an SEC registered investment adviser and an afTiliate of 1.P.
Morgan Assel Management (JPMAM), which is the marketing name for the asset management business
of JPMorgan Chase & Co, FirstSouthwest, A Division of Hilltop Securities (FirstSouthwest) and JPMIM
serve as co-administrators for TexSTAR. FirstSouthwest provides administrative, participant support, and
marketing services. Hilltop Sccurities Inc. is a registered broker dealer, member of FINRA/SIPC, which
provides financial advisory and investment banking services lo governmental entities across the county.
JPMorgan Chase Bank N.A. provides custodial services.

TexPool

TEXPOOL is a local government investment pool. It offers a safe, efficient, and liquid investment
alternative to local governments in the State of Texas. The primary objectives of the pool are to preserve
capital and protect principal, maintain sufficient liquidity, provide safety of funds and investments,
diversify to avoid unreasonable or avoidable risks, and maximize the return on the pool. Cities, counties,
school districts, institutions of higher education, special districts, and other public entities of Texas make
up the investor bhase.

TEXPOOL was originally rated in March 1995, but effective April 2002, the Texas Comptroller of Public
Accounts contracted with Federated Investors, Inc. for the day-to-day operations of TEXPOOL.
Federated Investors, Inc. performs the pool's investment management and custodial functions. It also
provides the marketing function, working closely with participants. Federated Securities Corp. acls as the
distributor for the portfolio. Oversight of TEXPOOL continues to be provided by the Texas Comptroller,
as well as the TEXPOOL advisory board. In January 1995, the advisory board adopted and implemented
long-term policy changes to provide for a stable net asset value (NAV) pool, which, in effect, operates
like an SEC regulated Rule 2a-7 money-market fund. These changes were made to ensure a more
conservative investment strategy and to provide a much higher level of investment safety for local
government funds.

Interest rate risk. In accordance with its investment policy, the County manages its exposure to declines
in fair values by limiting the weighted average maturity of its investment portfolio to less than ten
months,

Credit risk. State law limits investments in commercial paper and corporate bonds to the top two ratings
issued by nationally recognized statistical rating organizations (NRSRQs). It is the government’s policy
to limit its investments in these investment types to the top rating issued by NRSROs. As of Seplember
30, 2022, the government’s investment in the State Treasurer’s investment pool was rated AAAm by
Standard & Poor’s, Taxable Bonds were rated AA+ by Standard & Poor’s, and Tax-Exempt Bonds were
rated AA- 1o AAA by Standard & Poor’s.

Concentration of credit risk. The County’s investment policy does not allow for an investment in any one
issuer that is in excess of 5 percent of the government’s total investments. This restriction however does
not apply to government investment pools due to the low risk nature of this type of investment.

Custodial credit risk-investments. For an investment, this is the risk that, in the event of the failure of the
counterparty, the County will not be able to recover the value of its investments or collateral securities
that are in the possession of an outside party.

NOTE-3 RECEIVABLES

Amounts are aggregated into a single accounts receivable (net of allowance for uncollectibles) line for
certain funds and aggregated columns., On the next page is a detail of receivables for the major and
nonmajor funds of both the governmental and proprictary funds of the government, including the
applicable allowances for uncollectible accounts,
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Governmental Funds:

Nonmajor Total
Ceneral Venue Governmental Governmental

Receivables Fund Fund Funds l'unds
Property Taxes b 170,078 % - 5 - b 170,078
Accounts Receivable 14,679 7.340 407489 429,508
Gross Receivables 184,757 7.340 407 489 599,586
Allowance for Uncallectible (17,008) - S {(17,008)
Net Receivables i 167,749 § 7,340 § 407489 § 582,578

NOTE-4 CAPITAL ASSETS
Capital assets activity for the year ended September 30, 2022, was as follows:

Governmental Activities:

Balance Balance
10/1/21 Increascs Decreases 9/30/22
Capital Assets. Not Being Depreciated:
Land % 186.512 & - by - 5 186,312
Total Capital Assets. Not Being Depreciated == ~186.512 - - '"I_X(_x_ﬁi
Capital Assets, Being Depreciated:
Buildings and Improvements 4,140,220 - = 4,140,220
Infrastructire 3.719.764 - d 3.719.764
Machinery and Lyuipment 3,976,101 53,243 - 1,020,344
Total Capital Assets, Being Depreciated 11,836,085 53,243 - 11,889,328
Less Accumulated Depreciation for
Buildings and Tmprovements (2,197,098) (97.779) a (2,294 877)
Infrastructure (1,889.342) (134,576) ) (2,023918)
Machinery and Equipment (3,739,169) (69.62N = (3,808,798)
Total Accumulated Depreciation (7.825,609) (301,984) - (8,127,593)
‘Total Capital Assels Being Depreciated, Net 4,010,476 (248,741) - 3,761,735
Governmental Activities Capital Assets, Net $ 4196988 § (248,741) % - $ 3,948,247

Depreciation expense was charged to the functions/programs of the governmental activities of the County
as follows:

Cieneral Government h 107,724
Public Safety 83,019
Judicial System 14,994
Transportation 28,727
Culture and Recreation 5.003
| fealth and Human Services 57,247
Feonomic Development 268
Total Depreciation Lxpense - Governmental Aclivities 3 301,984
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NOTE-5 ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities reported by governmental funds at September 30, 2022, were as
follows:

Ceneral
Fund
Accounts Payahle $ 43.405
Acerued Salarics & Wages 53,284
Accrued BExpenditures 6,943
Other Liahilities 405
Total 3 104,037

NOTE-6 PENSION OBLIGATIONS
Texas County and District Retirement System (TCDRS)
Plan Description

The County provides pension, disability, and death benefits for all of its full-time employees through a
nontraditional defined benefit plan within the Texas County and District Retirement System (TCDRS).
TCDRS is a statewide, agent multiple-employer, public employee retirement system administered by a
Board of Directors. TCDRS in the aggregate issues an annual comprehensive financial report (ACFR) on
a calendar year basis.

This ACFR is available online at www tedrs.org/newsandpublications.

The plan provisions are adopted by the governing body of the County, within the options available in the
Texas state statutes governing TCDRS. Members can retire at age 60 and above with 8 or more years of
service, with 30 years of service regardless of age, or when the sum of their age and years of service
equals 75 or more. Members arc vesied after 8 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 not entitled to any amount contributed by their employer.

Benefits Provided

Benefit amounts are determined by the sum of the employee’s contributions to the plan, with interest, and
employer-financed monetary credits. The level of these monetary credits is adopted by the governing
body of the employer within the actuarial constraints imposed by the TCDRS Act so that the resulting
benefits can be expected to be adequately financed by the employer’s commitment to contribute. At
retirement, death or disability, the benefit is calculated by converting the sum of the employee’s
accumulated contributions and the employer-financed monetary credits to a monthly annuity using
annuity purchase rates prescribed by the TCDRS Act.
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Membership Information

At the December 31, 2021 valuation and measurement date, the following employees were covered by the
benefit terms:

Members 12/31/2020 12/31/2021

Number of Inactive Employees Lntitled to but not yet Receiving Benefits: 77 71
Number of Active Employces 38 A8
Average Monthly Salary * $ 2344 % 2,255
Average Age!* 48.80 46.96
Average Length of Service in Years:™* 768 6.22
Inactive Employees (or their Beneficiaries ) Receiving Benefits

Number of Benefit Recipients: 38 41
Average Monthly Benefit: 5 1,193 § 1,126

*dverages Reported for Active Employees.

Funding Policy

As an agent, multiple-employer plan, cach participating employer in TCDRS funds its plan
independently. A combination of three clements funds each employer’s plan as described below.

I. Employce Deposits

The governing body of the employers has the option ol adopting a deposit rate in the plan for
cmployees of 4%, 5%, 6%. or 7% of compensation. Terrell County had an adopted deposit rate
for employees of 5% in effect for the years ended September 30, 2021 and 2022.

2. Employer Contributions

Participating employers are required to contribute at actuarially determined rates to ensure
adequate funding for each employer’s plan. Employer contribution rates are determined annually
and approved by the TCDRS Board of Trustees. Terrell County had required employer deposit
rates in cffect for the years cnded September 30, 2021 and 2022 of 7.56% and 6.49%,
respectively.

3. Investment Income

[ncome on invested employee and employer contributions funds a large part of the benefits that
cmployees earn.

Pursuant to state law, employers participating in the system must pay 100% of their actuarially
determined required contributions on an annual basis.

Net Pension Liability/(Asset)
The County’s Net Pension [Liability (NPL) was measured as of December 31, 2021, and the Total Pension

Liability (TPL) used to caleulate the Net Pension Liability was determined by an actuarial valuation as of
that date.
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Actuarial Methods and Assumptions Used for Calculations

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best estimate ranges of expected future real rates of return (expected returns, net of
pension plan investment expense and inflation) are developed for each major asset class. These ranges arc
combined to produce the long-term expected rate of return by weighting the expected future real rates of
return by the targel asset allocation percentage and by adding expected inflation.

‘The TPL in the December 31, 2021 actuarial valuation was determined using the following actuarial
assumptions:

Actuarially determined contribution rates are calculated on a calendar y ear basis
as of 12ecember 31, two years prior Lo the end of the fiscal year in which the

Valuation Timing

contributions are reported,
Actuarial Cost Method Entry Age (level percent of pay) "
Amortization Mecthod

RCCOE,‘I‘HUGI‘_[ ufl._.mnomu. Straight-Line amortization over Expected Working 1ife
demographic gains or losscs
Recognition of assumption changes

: Straight-Line amortization over Expected Working Lile
or inpuls 7

Asset Valuation Method

Smoothing period
Recognition method
Corridor

Inflation

Salary Increuses

Investment Raic of Return

Cost-of-Living Adjustments

M ortality
Retirement Age
Turnover

Adjustment for Plans with the

Partial-Lump Sum Payment Oplion

(Liability and Normal Cost)

3 years

Non-asy mptotic
None

2.50%

2.25%

7.60% (Gross of administrative expenses)

Cost-of-Living Adjustments for Terrell County arc not considered (o be
substantively automatic under GASB 68. Therefore, no assumption for fiture
cost-of-living adjustiments is included in the GASB caleulations. No
assumnption for future cost-of-living adjustments is included in the (unding
valuation,

RP-2014 Mortality T'able

Terrell County speeific table

Terrell County specific table

Same  funding valuation. For cmployers who have elected this option,
2 0.75% increase is applied to the TPL related to the member deposit
portion of the estimated monthly benefit for future retirees,

(1) Indwidual entry age cost method, as required by GASB 68, used for GASE ealeulations. Nete that a stightly

different version of the entry age cost method is used for the funding actuarial valuation.

The target allocation and best estimates of arithmetic real rates of return for each major asset class arc
summarized in the table on the next page.
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Geometric

Target  Real Rate
Asset Class Benchmark Allocation of Return
118 Equilies Dow Jones U.S, Tolal Stock Market Index 11.50% 3.80%
Global Equitics M SCI World (net) Index 2.50% 4.10%
Int'l Equitics-Developed Mkts M SCI World 1x USA (net) Index 5.00% 3.80%
Int'l Fquities-Cmerging Mkis M SCI Emerging Markets (net) [ndex 6.00% 4.30%
Invesimenl-Grade Bonds [3loomberg Barclay s U.S, Aggregate Bond Index 3.00% -0,85%
Strategic Credit F1'SE High-Yicld Cash-Pay Capped Index 9.00% 1.77%
Direct Lending SEP/LSTA 1.evernged Loan [ndex 16,00% (.25%
Distressed 12ebt Cambridge Assoc. Distressed Sceurities Index 4,00% 4.50%
REIT Lquities 67% FTSE NARLIT Fquity REITs lndex + 33% S&P 2.00% 3.10%
Global REIT (net) Index
Master Limited Partnerships  Alerian MLP Index 2.00% 31.85%
Private Real Estate Partnerships Cambridge Associates Real Estate Index 6.00% 5.10%
Privte Hquity Cumbridge Associates Global Private liquite & Venlure 25.00% 6.80%
Capital Index
Hedpe Funds ledge Fund Reseurch, Inc. (HFRI) Fund of Funds 6.00% 1.55%
Composite Index
Cash Lyuivalents 90-Day U. 8 'Treasury 2.00% -1.05%
100%

Diseount Rate

The discount rate used to measure the Total Pension Liability was 7.60%. The projection of cash flows
used to determine the discount rate assumed that employee and cinployer 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 benelit payments of current active and inactive
employees. Therefore, the long-term expected rate of return on pension plan investments was applied to
all periods of projected benefit payments to determine the Total Pension Liability.

Sensitivity of the Net Pension Liability/(Asset) to Changes in the Discouni Rate

The following presents the net pension liability of the County, calculated using the discount rate of
7.60%, as well as what the County’s net pension liability would be if it were calculated using a discount
rate that is 1-percentage-point lower, 6.60%, or 1-percentage-point higher, 8.60%, than the current rate:

™ Discount Rate (6.60%) | Discount Rate (7.60%)] Discount Rate (8.60%)
Total Pension Liability S 8619149 | $ 7.761.986 | § 7,035,633
I'iduciary Net Position 9,240,680 9,246,680 9,240,680
Net Pension Liability/(Asset) | § (627,531 % (1,484,694)| % (2,211,047)

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s Fiduciary Net Position is available in a separately-issued

TMRS financial report, That report may be obtained on the Internet at www. tmrs.com.
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A detail of the changes in the Net Pension Liability/(Asset) of the County is as follows:

Total Pension Fiduciary Net Pension
Liability Net Position  Liability/(Asset)
Balances as of December 31, 2020 b 7.791895 § 7,991,675 % (199,780)
Changes for the Year:
Service Cost 122,018 = 122,018
Interast on Total Pension Liability 579,253 - 579,253
Effect of Plan Changes - - -
Effect of Fconomic/Demographic Gains/Losses (113,132) - (113,132)
Effect of Assump. Changes or Inputs (22,809) - (22,809)
Refund of Contributions (57,240) (57.240) -
Benefil Payments (337.998) (537,998) -
Administralive Expenses - (5,003) 5,003
Meimber Contributions - 63,702 (63,702)
Net Investiment [ncome - 1,705,354 (1,705,354)
Employer Contributions - 96,318 (96,318)
Other - (10,127) 10,127
Balances as ol December 31, 2021 § 7761987 § 9,246,681 § (1,484,694)

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
Pensions

For the year ended September 30, 2022, the County recognized pension expense of $200,981.

At September 30, 2022, the County reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred OQutflows | Deferred Inflows
ol Resources of Resources
Diflerences Between Expected and Actual Ex}oerience b - 5 75,421
Changes of Assumptions - 15,206
Net Difference Between Projected and Actual Investment Eamings - 1,093,164
Contributions Made Subsequent to the Measurcment Date 61,786 -
Total 5 61,780 | § 1,183,791

Deferred outflows of resources for contributions subsequent to the measurement date shown above will be
recognized as a reduction of the net pension liability in the subsequent pension plan mcasurement year.
All other amounts reporied as deferred outflows and inflows of resources related to pensions will be
recognized in pension expense in the pension plan measurement year as follows:

Measurement Year | Pension Expense
Ended December 31, Amount

2022] § (279,233)
2023 (421,761)
2074 (259,838)
2025 (222,959)
2026 -

Thercalier| =
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NOTE-7 OTHER POST-EMPLOYMENT BENEFITS (OPEB) - GROUP TERM LIFE
INSURANCE

Plan Descriplion

Terrcll County participates in the retiree CGroup Term Life (GTL) program for the Texas County &
District Retirement System (TCDRS), which is a statewide, multiple-employer, public employee
retirement system. Contributions made (o the retiree GTL. program are held in the GTI. fund. The GTL
fund does not meet the requirements of a trust under Paragraph 4b of GASB 75, as the assets of the G1L
fund can be uscd to pay active G'TL benefits which are not part of the QPEB plan.

Renefit terms are established under the TCDRS Act. Participation in the retiree GTL. program is optional
and the employer may clect to opt out of (or opt into) coverage as of Jan. | each ycar. The County’s
contribution rate for the retirec GTL program is calculated annually on an actuarial basis, and is cqual to
the cost of providing a one-ycar death benefit equal to $5,000.

Benefits Provided

1) All full and part-time non-temporary employees participate in the plan, regardless of the number
ol hours they work in a yecar and are cligible for the TCDRS pension plan. Only employcrs that
have elected participation in the retiree Group Term Life program are included in the OPEB plan.

2) The plan provides a $5.000 post-retirement death benefit o beneficiaries of service retirees and
disability retirees of employers that have elected participation in the retiree GTLL program.

3) The OPER benefit is a fixed $5,000 lump-sum benelit.
4y No future increascs are assumed in the $5,000 henelit amount.
Membership Information

Al the December 31, 2021 valuation and measurement date, the following employees were covered by the
benetil Lerms:

Members 12/31/2020 12/31/2021
Number of Inactive Employees Entitled to but not yet Receiving Benefits iy 23 21
Number of Active Employees: 38 43
Average Apge of Active Employces: 48.80 46.96
Average | ength of Service in Years for Active lmployees: __ 7.68 6.22

Inactive Employecs Receiving Benelits

Number of Benefit Recipients ' 30

T
(B

(1) "Receiving Benefits" indicates the member is refired and receiving monthly pension benefits, and his

o her beneficiary is eligible for the $3,000 lumyp sum life insurance benefit upon the reliree's death.
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Funding Policy

For GASB 75 purposes, the OPEB plan is not a cost sharing plan as the employer’s benefit payments for
the year are treated as being equal to its annual retiree GTL contributions. Employers in the TCDRS GLT
Program make a combined contribution for both the active and retiree coverage, however, only the retiree
coverage is considered an OPEB plan and therefore only the contributions associated with retiree
coverage are included under GASB 75.

The following shows a breakdown of the employer’s contributions to the GTL program for the calendar
year 2019. Contributions for retiree GTL coverage are assigned to the OPEB plan under GASB 75.
Contributions for active coverage are not considered an OPEB benefit under GASB 75.

2021
Coverage Type Tl Rate Amount
Active Member GTL Beneflit 0.22% $ 2803
Retiree GT'L Benefit 0.23% 2,930

Total OPER Liability

For the Texas County and District Retirement System (TCDRS), the GTL program is treated as an
unfunded trust, because the GTL trust covers both actives and retirees and is not segregated. As such, the
Total OPEB Liability is required to be reported as a liability for OPEB obligations on the statement of net
position.

The following is the Total OPEB Liability for both the current and prior measurement year:

12/31/2020 12/31/2021
Total OPEB Liability $183.696 $188,969

Actuarial Methods and Assumptions Used for Calculations

Valuation Timing Actuarially delermined contribution rates are calculated on a calendar
year basis as of December 31, two years prior to the end of the liscal
year in which the contributions are reported,

Actuarial Cost Method Entry Age Level Percent of Salary

Amortization M cthod

Recognil i of Pt Straight-Line amortization over Expected Working Life
demographic gains or losses
Recognition of assumptions changes

: Straight-Line amortization over Lxpected Working Life
or inputs

Assct Valuation Method 1Does not apply

Inflation Daes not apply

Salary Increases Terrell County specific table

Investment Rate of Return 2.06%

20-ycar Bond GO Index published by bandbuyer.com as of 12/31/21.

Cost-of-Living Adjustments Does not apply

Disability Terrell County specific table

Mottality Terrell County specific table

Retirement Terrell County specific table

Other Termination of Employ ment Terrell County specific table
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Discount Rate

The TCDRS GTI. program is trealed as an unfunded OPEB plan because the GTL trust covers both
actives and retirees and the assets arc not segregated for these groups. Under GASB 75 (paragraph 153),
the discount rate for an unfunded OPEB plan should be based on 20-year tax-exempt AA or higher
Municipal Bonds. Therefore, a discount rate of 2.12% based on the 20 Year Bond GO Index published by
bondbuyer.com is used as of the measurement date of December 31, 2021.

Sensitivity of the Net OPEB Liability to Changes in the Discount Rate
The following presents the net pension liability of the County, calculated using the discount rate of

2.06%, as well as what the County’s net pension liability would be if it were calculated using a discount
rate that is 1-percentage-point lower, 1.06%, or 1-percentage-point higher, 3.06%, than the current rate:

1% Decrease Current 1% Increasc

Discounlt Rate 1.06% 2.06% 3.06%
I'otal OPEB Liability g 232663 | % 188,969 | § 156,260

Changes in the Total QOPEB Liability
A detail of the changes in the Total OPEB Liability of the County is as follows:

Chunges in Total
OPLB Liability
Ralances as of December 31, 2420 $ 183,690

Changes lorthe Year:

Service Cost 6,511
Interest on Total OPEB Liability (1) 4,001
Changes in Benefit Terms (2) -
Fffect ol Evonomic/Demographic Fxperience (5,022)
Fffcct of Assumptions Changes or Inpuls (3) 2,713
Benefit Payments (2,930
Balances as of December 31, 2021 mﬂ

OPER Expense and Deferred Inflows and Ouiflows of Resources

For the year ended September 30, 2022, the County recognized OPLD expense of (§17,439).
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TERRELL COUNTY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2022

At September 30, 2022, the County reported deferred outflows of resources and deferred inflows of
resources related to OPER from the following sources:

o Deferred Outflows | Deferred Inflows
of Resources of Resources
Differcnces Between Expected and ALtualepcné;l:e T b 3,561 | % 5,653
Changes ol Assumptions 25,688 2,637
Net Difference Between Projected and Actual Investment Eamings - -
Contributions Made Subsequent to the Measurement Dale 3,366 4
Total b 32615 | % 2,290

Deferred outflows of resources for contributions subsequent to the measurement date shown above will be
recognized as a reduction of the Total OPEB Liability in the subsequent pension plan measurement year.
All other amounts reported as deferred outflows and inflows of resources related to OPEB will be
recognized in OPEB expense in the OPEB plan measurement year as follows:

Measurement Year
Ended December 31, OPEB Expense

2022( § 9,009
2023 12,525
2024 (575)
2025 p
2026 .

Thereafier -

NOTE-8 LONG-TERM LIABILITIES

Changes in the government’s long-term liabilities for the year ended September 30, 2022 are as follows:

Balance Balance Duein
Deseriplion 10/1/21 Additions  Deletions 9/30/22 One Year
Notes Payable
DivLend Equipment Leasing g - § 53243 % (18273 § 34968 § 17225
Total Bonds Payable 2 53,243 (18.275) 34,968 17,225
Other Long-Term Debt
Compensated Absences 25513 17,922 (25,513) 17,922 8,961
Total Other Long-Term Debt 25,513 17,922 (25,513) 17,922 8,961
Gov. Activities Long-term Linbilities § 25513 § 71,065 § (43,788) § 52890 % 26,186

The compensated absences liabilities will be liquidated from the applicable fund where the expenditure
occurred. The General Fund and special revenue funds are the applicable funds where expenditures are
usually utilized to record compensated absences.
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TERRELL COUNTY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2022
NOTE-9 INTERKFUND RECEIVABLES AND TRANSFERS

The composition of interfund balances as of September 30, 2022 is as follows:

Receivable Fund Payable Fund Amount
General Fund Operation Lone Star Grant % 394 838
Other Special Revenue Funds 126,569
Total General Fund 521407
Courthouse and Jail Fund CGeneral Fund 115,031
Total Venue Fund 115,031
Hotel/Motel Tax Fund General Fund 6,311
Total Hotel/Motel Tax Fund 6,311
Permunent School Fund General Fund 1,318
Total Permanent School Fund o 1,318
Total 5 644,067

The outstanding balances between funds result mainly from the time lag between the dates that (1)
interfund goods and services are provided or reimbursable expenditures oceur, (2) transactions are
recorded in the accounting system, and (3) payments between funds are made. These amounts also
include balances of working capital loans made to several nonmajor governmental funds which the
General Fund expects to colleet in the subsequent ycear,

interfund Transfers

The compaosition of interfund transfers for the year ended September 30, 2022 is as follows:

Transfer In To:
Governmental Funds

Cieneral Fund - Regular

Transfer Out From:
General Fund-Courthouse and Jail $ 19,909
Total b 19,909

During the year, recurring transfers are used to 1) move revenues from a fund with collection authority to
another fund with rclated expenditure requirements, 2) move General Fund resources (o provide subsidics
to other funds as needs arise, and 3) move resources to the internal service funds from the governmental
funds to compensale [or services received.



TERRELL COUNTY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2022

NOTE-10 RISK MANAGEMENT

The County is exposed to various risks of loss related to torts: theft of, damage to, and destruction of
assets; errors and omissions; and natural disasters. The County purchases commercial insurance to reduce
the exposure Lo these risks, There were no settlements in excess ol the insurance coverage in any of the
three prior fiscal years.

NOTE-11 CONTINGENCIES

The County participates in various federal grant programs, the principal of which are subject to program
compliance audits pursuant to the Single Audit Act as amended. Accordingly, the government’s
compliance with applicable grant requirements will be established at a future date. The amount of
expenditures which may be disallowed by the granting agencics cannot be determined at this time,
although the County anticipates such amounts, il any, will be immaterial.
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TERRELIL COUNTY, TEXAS

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

FOR THE YEAR ENDED SEPTEMBER 30, 2022

OPINION DISCLAIMED

Budgeted Amounts

General Fund v piance with

Original Final Actual Final Budget
REVENUES o
Property Taxes $ 1671395 $ 1671395 § 1,642,330\\; S (29,065
General Sales and Use Taxcs 98,100 98,100 708,040 609,940
Fines, Fees, and Permits 109,150 109,150 143,817 34.667
Charges for Services 342,156 342,156 365,639 23,483
Rent and [ease Income 15,000 15,000 15,325 325
Donations 2,500 2,500 2,699 199
Intergovernmental Revenues 143,734 143,734 165,469 21,735
Investment Income 10,000 10,000 208,255 198,255
Other Revenue 146,143 146,143 182,632 36,509
Total Revenues 2,538,178 2,538,178 3,434,226 896,048
EXPENDITURES
Current:
General Government 1,035,795 1,035,795 1,040,559 (4,764)
Public Safety 433,662 433,662 180,864 252,798
Justice System 187,894 187,894 149,017 38,877
Transportation 307,546 307,546 285,493 22,053
Culture and Recreation 66,395 66,395 49,746 16,649
Iealth and Human Services 744,161 744,161 565,419 178,742
Economic Development 2,200 2,200 2,200 -
Debt Service:
Principal 20,000 20,000 18,275 1,725
Capital Qutlay 55,000 53,000 53,243 1,757
Total Expenditures 2,852,653 2,852,653 2,344 816 507,837
Excess (Deliciency ) of Revenue Over Expenditures (314,475) (314,475) 1,089,410 1,403,885
OTHER FINANCING SOURCES (USES)
Loan Proceeds - - 53,243 53,243
Transfers In 366,983 366,983 19,909 (347.,074)
Transfers Qut - - (19,909) (19,909)
Other Uses - - (554.278) (554,278)
Total Other Financing Sources (Uses) 366,983 366,983 (501,035) (BGE,DIE)-
Net Change in Fund Balance 52,508 52,508 588,375 — 535,867
Fund Balance - Beginning 519,492 519,492 _319.492.. =
Fund Balance - Ending § 372000 § 572,000 & 1,107,867 \\.']:' 535,867

T'he notes to the financial statements are an integral part of this slalement.
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TERRELL COUNTY, TEXAS
SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS

TEXAS COUNTY AND DISTRICT RETIREMENT SYSTEM

FOR THE YEAR ENDED SEPTEMBER 30, 2022

Measurement Year

2021 2020 2019 2018
Total Pension Liability
Service Cost k3 122,018 § 145365 § 146,347 % 150,880
Interest on Total Pension Liability 579,253 572,761 361,077 542 575
Effect of Plan Changes - - - -
Eifect of Assumption Changes or Inputs (22,809) 374,566 - .
Effeet of Eeonomic/Demographic (Gains)/Losses (113,132) 42,068 (56,979 (22,528)
Benefit Payments/Refunds of Contributions (595,238) (527,001) (484,262) (393.4306)
Net Change in Total Pension Liability (29,908) 607,759 166,183 277471
Total Pension Liability, Beginning 7,791,895 7,184,135 7,017,95] 6,740,479
Total Pension Liability, Ending (a) $ 7,761,987 % 7,791,894 § 7,184,134 § 7017950
Fiduciary Net Position
Employer Contributions b 96,318 % 90,420 5 85,437 % B1.604
Member Cantributions 63,702 59,238 60679 62852
Investment Income Net ol nvestment Expenses 1,705,354 784,416 1,122,434 (137410
Benefit Payments/Relunds of Cantribulions (593.238) (527.001) (484.262) (393.450)
Administralive Expenses (3.003) (5.818) (5.792) {5.488)
Other (10,126) (10.413) (10,518) (6,604)
Net Change in Fiduciary Net Position 1,255,007 390,842 767,978 (395,5302)
Fiduciary Net Position, Beginning 7,991,674 7,600,832 6,832,854 7,228,353
Fiduciary Net Position, Ending (b) $ 9246681 § 7991674 § 7600832 % 6,832,853
Net Pension Liability/(Asset), Ending = (a) - (b) § (1484,694) $ (199780) §  (416,697) $ 185097
Fiduciary Net Position as a % of Total Pension Liab. 119.13% 102.56% 105.80% 97.36%
Pension Covered Payroll § 1274048 § LI84767 5 1213581 & 1,257,045
Net Pension Liab/(Asset) as a % of Covered Payroll -116.53% -16.86% -34.34% 14.72%
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Measurement Year

2017 2016 2015 2014
§ 17258 $ 293652 § 263344 § 257,689
519,583 510,621 486,113 446,760

. (165,466) (28.966) ’

12,986 . 60,515 .
(17,233) (308,931) (134,037) (16,145)
(371,679) (287,902) (238,421) (203,663)
316,243 41974 408,548 484,639
6,424,236 6,382,261 5,973,712 5,489,073
§ 6740479 $ 6424235 § 6382260 § 5973,712
§ 77650 $ 231,120 § 239735 0§ 229417
63,961 107,797 111,727 106,072
947,784 444,728 (113,513) 368,683
(371.679) (287.902) (238,421) (203,666)
(4.807) (4,839) (4,323) (4,434)
(3,129) 24,784 15,591 (11,204)
709,780 515,688 10,796 484,868
6,518,575 6,002,886 5,992,089 5,507,221
$ 7228355 § 651857 § 6002885 & 5,992,089
$  (487.876) §  (94339) § 379375 §  (18376)
107.24% 101.47% 94.06% 100.31%

$ 1279228 § 1539953 § 1,596,100 $ 1,515,313
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TERRELL COUNTY, TEXAS
SCHEDULE OF EMPLOYER PENSION CONTRIBUTIONS
TEXAS COUNTY AND DISTRICT RETIREMENT SYSTEM
FOR THE YEAR ENDED SEPTEMBER 30, 2022

Fiscal Actuarially Actual Cantribution Pensionable  Actual Contribution
Year Fnding Determined Employer Deficiency Covered as a % of Covered
__September 30, Contribution Contribution (Excess) Payroll Payroll
2015 $ 205,099 % 239735 % 34636 8 1,596,100 15.02%
2016 192,494 231,120 38,626 1,539,953 15.01%
2017 111,677 111,677 - 1,297,228 8.61%
2018 81,774 81,774 - 1,243,539 6.58%
2019 87,218 87,218 - 1,232,449 7.08%
2020 89,828 80,828 - 1,210,032 7.42%
2021 89,598 89,598 - 1,182,876 7.57%
2022 85,312 85,312 - 1,291,012 6.61%

Only eight years of information are currently available. This schedule will be fully completed over subsequent
periods to display a ten year presentation,

Notes to the Schedule:

Valuation Date; Actuarially determined contribution rates are calculated each December 31, two
years prior to the end of the fiscal year in which contributions are reported.

Methods and assumptions used to determine contribution rates:

Actuarial Cost Method Entry Age

Amortization Method Level percentage of payroll, closed

Remaining Amort. Period 0.0 years (based on contribution rate calculated in 12/31/2021 valuation)
Assel Valuation Method 5-year smoothed market

Inflation 2.50%

Salary Increases Varies by age and service. 4.7% average over career including inflation

Investment Rate of Return 7.50%, net of administrative and investment expenses, including inflation

Retirement Age Members who are eligible for service retirement are assumed Lo cominence
receiving benefit payments based on age. The average age at service retirement for
recent retirees is 61.

Mortality 135% of the Pub-2010 General Retirees Table for males and 120% of the Pub-2010
General Retirces Table lor females, both projected with 100% of the MP-2021
Ultimate scale after 2010,

Changes in Assumptions and  2015; New inflation, mortality and other assumptions were reflected

Methods Reflected in the 2017; New mortality assumptions were reflected
Schedule of Employer 2019: New inflation, mortality and other assumptions were reflected
Contributions®

Changes in Plan Provisions  2015: No changes in plan provisions were reflected in the Schedule

Reflected in the Schedule of  2016: No changes in plan provisions were reflected in the Schedule

Employer Contributions 2017: Employer contributions reflect that the member contribution rate was
decreased to 5% and the current service matching rate was decreased to 150%. Also,
new Annuity Purchase Rates were reflected for benefits earned after 2017
2018: No changes in plan provisions were reflected in the Schedule
2019: No changes in plan provisions were reflected in the Schedule
2020: No changes in plan provisions were reflected in the Schedule
2021: No changes in plan provisions were reflected in the Schedule

*COnly changes that affect the benefit amount and that are effective 2015 and later are shown in the Notes to Schedule,
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TERRELL COUNTY, TEXAS
SCHEDULE OF CHANGES IN NET OPEB LIABILITY AND RELATED RATIOS

TEXAS COUNTY AND DISTRICT RETIREMENT SYSTEM

GROUP TERM LIFE PROGRAM

FOR THE YEAR ENDED SEPTEMBER 30, 2022

‘Tolal OPEB Liahility
Service Cost
Interest on Total OPER Liability

Effect of Assumption Changes or Inpults

Liffect of Economic/Demographic Experience

Benefit Payments
Net Change in Totul OPER Liability

Total QOPEB Liability, Beginning
Total OPEDB Liability, Ending (a)

Pensionable Covered Payroll

Net OPER Liability as a % ol Covered Payroll

Measurement Year

2021 2020 2019 2018 2017
$ 6511 § 7250 § 4408 § 4097 5 3,533
4,001 4,190 4,639 4,348 4,460
2,713 20,782 31,104 (13,189) 4,941
(5.022) 7,121 (452) (6,117) (2,880)
(2,930) (2,606) (2,913) (2,514) (1,919)
5273 36,737 36,786 (13,375) 8,135
183,696 146,959 110,173 123,548 15413
$ 188969 § 183696 S 146959 $ 110,173 § 123548

§ 1274048 $ 1,184,767 5 1215581 8 1,257,045

14.83% 155004 12.11% 8.76%
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TERRELL COUNTY, TEXAS
SCHEDULE OF EMPLOYER OTHER POST-EMPLOYMENT BENEFITS CONTRIBUTIONS
TEXAS COUNTY AND DISTRICT RETIREMENT SYSTEM
GROUP TERM LIFE PROGRAM
FOR THE YEAR ENDED SEPTEMBER 30, 2022

Fiscal Hoployer Pensionable
Year Lnding Contribution Rate Covered
September 30, Applicable to Retirees Contributions Pa?{}:ull
2018 52.55% b 2232 % 1,243,539
2019 54.55% 2514 1,232,449
2020 50.00% 2913 1,210,032
2021 31.11% 2,606 1,184,767
2022 63.64% 4411 1,291,012

Only five vears of information are currently available. This schedule will be fully completed over subsequent periods
to display a ten year presentation.
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COMBINING AND INDIVIDUAL FUND FINANCIAL STATEMENTS AND SCHEDULES
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TERRELL COUNTY, TEXAS
COMBINING BALANCE SHEET - SUB-GENERAL FUND DETAIL
SEPTEMBER 30, 2022

(i 1261 03 {1#)

SUB-GENERAL FUNDS

Ceneral Road and  Courthouse
Government  Bridge Fund & Jail Jury Fund

ASSETS

Cash and Temporary Investments $ - $ 15010 $ 188301 % 26,164

Investments 731,283 - - =

Property Taxes Receivable 170,078 - - -

Allowance for Uncollectible Taxes (17.008) - - -

Accounts Receivable 14,679 - - -

Due from Other funds 338,638 = 115,031 -

Total Assets § 1,237670 % 15010 § 303332 § 26,164
[IABILITIES

Accounts Payable § 39905 § - $ 3500 % -

Accrued Salaries and Wages 53,284 - - -

Duc to Other Funds 116,349 - 115,031 -

Accrued LExpenditures 6,943 z y .

Uneamed Revenues 25,660 - - -

Other Liabilitics 405 - - -

I'otal Liahilitics 242552 - 118.531 -
DEFERRED INFLOWS OF RESOURCES

Delerred Inflows - Property Taxes 153,070 - - -

Totul Deferred Inflows of Resources 153,070 - - a
FUND BALANCES

Commilted for

Other Purposes - 15,010 184,801 26,164
Unassigned 842,048 % - -
Total Fund Balances 842,048 15,010 184,801 26,164
Tatal Liabilities and Fund Balances b 1,237,670 % 15010 § 303332 § 26,164

Go
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SUB-GENERAL FUNDS

Courthouse
Security  Contingency Total General
Fund Fund Airport Fund Fund

$ 635 § 13523 0§ 19965 § 269319
. . - 731,283
: % : 170,078
; - ; (17.008)
v s : 14,679
i g - 453,669

5 6356 5 13,523 % 19965 § 1,622,020

$ -8 - 5 - 43405
’ ; : 53,284
i : : 231,380
" . . 6,943
x s . 25,666
; - . 405

= - - 361,083

= - - 153,070

F - - 153,070

6,356 13,523 19,965 265,819
5 = : 842,048

6,356 13,523 19.965 1,107,867

§ 6356 § 13,523 § 19965 § 1,622,020




TERRELL COUNTY, TEXAS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
SUB-GENERAL FUND DETAIL
FOR THE YEAR ENDED SEPTEMBER 30, 2022

OPINION DISCLAIMED
010 (20 nin (40
SUB-GENERAL FUNDS
General Road and  Courthouse
Government  Bridge Fund & Jail Jury Fund
REVENUES : )
 Property Taxes $ 1037969 $ 194824 § 400,184 3 9,353
General Sales and Usce Taxes 708,040 - - &
Fines, Fees, and Permits 76,963 60,450 - -
Charges for Scrvices 365,200 150 - -
Rent and 1casc Income 500 - -
Donations 2,699 . -
Intergovernmental Revenucs 144,712 19,625 - 1,132
Investment Income 208,130 - a .
Other Revenue 112,074 - 69,053
Total Revenues 2,656,287 281,049 469,237 10,483
EXPENDITURES
Current;
General Government 208.008 92,540 140011
Public Safely 72.658 - 108,206 -
Justice System 139,268 - 1,866 TRES
Transportation 1,835 265311 . =
Culture and Recrealion 49,746 - - =
Health and Human Services 565419 - - &
Feonomic Developiment 2,200 “ - -
Debt Service:
Principal - g 18,275 =
Capital Outlay 53,243 - - -
Total Expenditures 1,692 377 357.851 268,358 7,883
Lixcess (Deficiency) of Revenue Over Expenditures 963,910 (76,802) 200,879 2,602
OTHER FINANCING SOURCES (USES)
Loan Proceeds 53,243 = - &
Transfers In 19,909 - - =
Transfers Out - - {19,909 -
Other Uses (390,743) (8,129 2,930 {1819
Total Other Financing Sources (Uses) (317,591) (8,129) (16,979 (1.819)
Net Change in Fund Balance 616,319 (84,931) 183,200 783
Fund Balance-Beginning 195,729 44 04 | 901 25381
I'und Balance-Ending b 42048 & 15010 § 184801 &% 26,164
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SUB-GENERAL FUNDS

Courthouse
Sccurity  Contingency Total General
Fund Fund Airport Fund Fund

5 " $ - 3 - $ 1,642,330
- - - 708,040
404 - - 143,817
289 - - 365,639
- - 14,825 15,325
- - - 2,699
- - - 165,469
- - 125 208,255
- - 1,525 182,652

693 - 16,475 3,434,226

2 . : 1,040,559
. i = 180,864
;s ; . 149,017
" . 18,347 285,493
: : ; 49,746
) _ . 565,419
. ; ; 2,200

- - 18,275
- - - 53.243

- - 18,347 2,344,816

693 - (1,872) 1.089.410

; : : 53,243
- ‘ : 19,909
- - - (19,909)
(225)  (156,292) 3 (554,278)

(225) (156,292) - (501,035

468 (156,292) (1,872) 388,375
5,888 169,815 21,837 519,492

$ 635 8§ 13523 8§ 19965 § 1,107,867
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TERRELL COUNTY, TEXAS
NON-MAJOR GOVERNMENTAL FUNDS AND FIDUCIARY FUND DESCRIPTIONS
SEPTEMBER 30, 2022

Nonmajor Governmental Funds
Special Revenue Funds
Special revenue funds are used to account for specific revenue sources that are restricted, committed, or
assigned to expenditures for particular purposes.
Hotel/Motel Tax Fund — Accounts for receipts of Hotel/Motel tax revenue within the County that is then
restricted for spending on purposes that contribute to increasing cconomic activity.
Visitor Center Fund — Accounts for operations at the County visitors center.

Local Border Security Grant - Accounts for the revenue and expenditures related to grants received for
administering local border sceurity.

Operation Stonegarden Funds (2) — Account for the revenue and expenditures received for administering
this federal grant program. Separate funds are used for each fiscal year.

American Rescue Plan - Accounts for revenues rececived and expenditures made for this special grant
funding received in relation to the COVID-19 pandemic.

CARES Act (COVID) — Accounts for revenues received and expenditures made for this special grant
funding received in relation to the COVID-19 pandemic.

Justice Grant — Accounts for the revenues received for this federal grant and expenditures on law
enforcement equipment.

Operation Lone Star Grant — Accounts for revenues and related expenditures in relation to this stale
sponsored grant which addresses the 'Texas/Mexico border crisis.

JP Tech Fund — Accounts for the revenues collected by the Justices of the Peace restricted for usage on
technology expenditures.

Historical Commission Fund — Accounts for the revenues and expenditures restricted for the preservation
of items of historical significance in the County.

Records Preservation Fund — Accounts for the restricted revenues and related expenditures from fines and
fees revenue that are intended to assist the County in records preservation,

Colonia Grant Fund — Accounts for revenues received on this federal CDBG grant and their subsequent
pass-through to the Terrell County Water Control and Improvement Distict.

Tax Notes 2007 Fund — Accounts for the residual resources held on the issued Tax Notes from 2007,
Debt Service Fund
The Debt Service Fund is used to account for the accumulation of resources that are restricted, committed,

or assigned for the payment of principal and interest on long-term obligations of County funds.
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TERRELL COUNTY, TEXAS
COMBINING BALANCE SHEET
NON-MAJOR GOVERNMENTAL FUNDS

SEPTEMBER 30, 2022

160 66 154 12] 122 130 140
SPLCIAL REVENUE 'UNDS —
Local
Border
Security Operation Operation  American
Hotel/Motel  Visilors Programn-  Stonegarden - Stonegarden  Rescue Cares Act
Tax Center 2021 2020 - 2021 Plan (COVID-19)
ASSETS
Cash and Temporary Investrments § 33,536 % 1740 % 2983 § - $ - 4205 0§ 24588
Investments s - - = = - -
Accounts Receivable - - - - - - -
Due from Qther funds 6,311 - # = < - &
I'otal Assets and Def. Quiflows § 39847 § 1740 $§ 2983 § - 3 - % 4295 § 24588 3
LIABILITIES
Due to Other Funds b - b} - % 203 % - $ - $ 4295 % -
Uncarned Revenues - - - - - - 24,588
Total Liabilities - " 903 ‘ : 4,295 24588
FUND BALANCES
Restricted lor:
Debt Service - - - - - -
Capital Projects - - - - - - -
Other Purposes 39.847 - * = - -
Committed for:
Other Purpases - 1.740 2,080 - - - E
Total Fund Balances 39,847 1,740 2,080 : = s 3
‘T'otal Liabilities and Fund Bal. 39847 3§ 1,740 § 2983 § - b - b 4205 % 24,588




67 138 043 063 180 134 (36 (139

SPECIA L REVENLUE FUNDS CAPITAL PROILCT FDS, DLEBT SVC,

Operation Records Colonia Debt Total Non-

Justice Lone Star JB Tech Historical  Preservation CDBG Tax Notes Service Major

Grant Crant Fund Commission Fund Grant 2007 Iund Funds
- § - $ 5277 & 6034 § 11,687 § 125  § - § 4537 § 943802
- - - 7.149 540 - 626 | 8,316
12,652 394,837 - - - - - - 407,489
- - = = - - - - 6,311

12,652 % 304837 § 5277 § 13,183 8§ 12227 % 125 % 626 5 4538 § 516918

12,652 § 394837 % - 8 - 8 s 8 8 I - § 412,687
- - z . : ‘ - . 24,588
12652 394837 i i . . z . 437,275
. . - “ . - - 4,538 4,538
’ ] : : . 125 626 . 751
: ‘ 5,277 - 12,227 i . = 57,351
. i 2 13,183 . . . . 17,003
. - 5,277 13,183 12,227 125 626 4,538 79,643

12,652 % 394837 § 5277 § 13183 § 12,227 § 125 % 626 5 4538 % 516918




TERRELL COUNTY, TEXAS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
NON-MAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2022

OPINION DISCLAIMED
160 (166 154 121 a2 130 140
SPECIAL REVENUE FUNDS -
Border
Sceurity Operation Operation  American
lHotel/Motel  Visitors Program- Stoncgarden Stoncgarden  Rescue  Cares Act
Tax Center 2021 - 2020 - 2021 Plan {COVID-19)
REVENUES
Gieneral Sales and Use'Taxes § 20,836 3 - $ - $ - ¥ - b - § e
Fines, 'ees, and Permits - - - a - - -
Charges for Services - - - - - - s
Investment Income - - - 05,894 44,392 75,000 12,797
Intergovernmental Revenues 101 - - - - 77 -
Other Revenue - 2,576 - - - - -
Total Revenues 20,937 2,576 - 95,894 44,392 75,077 12,797
EXPINDITURES
Current;
Ceneral Government 2731 - - - - - -
Public Salety - . - 95894 44,392 75.077 16,511
Economic Development _ < 3,522 - A o : -
Total Expenditures 2731 3,522 - 95,894 44,392 75.077 16511
Excess (Deficiency yol
Revenuc Over Expenditures 18,200 (946) - - - = I (3.714)
Net Change in Fund Balance 18,206 (946) - - - - (3,714)
Fund Balance-Beginning 21,641 2,686 2,080 & - - 3,714
Fund Balance-Fnding $ 39847 % 1,740 § 2,080 g - % & 4 5 % ”
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067 158 043 (65 0810 134 36 59
CAPITAL PROJECT FDS. DEBT SVC.
Operation Records Nebt Total Non-
Justice Lone Star  JP Tech Historical Preservation  Colonia  TaxNotes  Service Major
Grant Grant Fund Commission Fund CDBG Grant 2007 Fund Funds
- 3 - b3 - 3 - $ - 5 - 5 - 5 - $ 20836
- - 443 - 7.394 - - - 7.837
- - - 1,366 6,811 - - - 8.177
19,971 442,053 - - - 20,139 - - 710.246
- “ - 46 107 15 4 23 373
5 A - 29 - - - - 2,605
19,971 442,053 443 1,441 14,312 20,154 4 23 750,074
- - - - 27,306 - - - 30,037
19,971 442,053 - - - - - = (03,898
- - - - - - - - 3,522
19,971 442 053 - - 27,306 - - - 727457
- - 443 1.441 (12,994) 20,154 4 23 22.617
- - 443 1441 (21,292) 125 (583) 23 (6,297)
- - 4,834 11,742 33,519 - 1,209 4,515 85,940
$ - $§ 5277 & 13183 % 12,227  § 125 & 626 5 4538 § 79,643




TERRELL COUNTY, TEXAS
COMBINING SCHEDULE OF NET POSITION
PRIVATE PURPOSE TRUST FUNDS
SEPTEMBER 30, 2022

&3 92

PRIVATE PURPOSE TRUST FUNDS

Total
Permanerit Private Purpose
SchoolFund ~ Cemetery Fund Trust Funds
ASSETS

Cash and Temporary Investments b 790,671 5 340142 % 824,813
Investiments 20,334,174 54,507 20,388,741
Due from Other funds 1,318 " 1,318
MNotes Receivable 225,000 - 225,000
Total Assets 21,351,163 28,709 21,434,872

NET POSITION (DEFICITS)
Restricted for Participants 21,351,163 88,700 21439872
Total Net Position $ 21,351,163  § 88,709 8 21,439,872
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TERRELL COUNTY, TEXAS

COMBINING SCHEDULE OF ACTIVITIES

PRIVATE PURPOSE TRUST FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2022

OPINION DISCLAIMED

43

v

PRIVATE PURPOSE TRUST FUNDS

Total
Permanenl Private Purpose
__School Fund Cemetery Fund Trust Funds
ADDITIONS
Contributions:
Rent and Lease Income b 87.137 § 2732 % 89.869
Donations - 550 550
Other Revenue 5378 176 5,554
Total Contributions 92,515 3,458 95,973
Investment Eamings:
Investment Income 247,295 114 247,409
Total Investiment Ilncome 247,295 114 247,409
TOTAL ADDITIONS 339,810 3,512_ : 343,382
DEDUCTIONS
Payments to Beneficiaries 1,418,847 - 1,418,847
Investment Fees 9,442 - 9,442
Repairs and Maintenance - 474 474
Other Operating Costs 140,467 573 141,040
Total Expenses 1,568,756 1,047 1,569,803
Increase (Decrease) in Net Position (1,228,946) 2,525 (1,226,421)
Nel Position - Beginning 22,580,109 86,184 22,666,293
Net Position - Ending b 21351,163 & 88709 §% 21,439,872
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TERRELL COUNTY, TEXAS
COMBINING SCHEDULE OF NET POSITION
CUSTODIAL FUNDS
SEPTEMBER 30, 2022

71 72 73 1o/ 102
CUSTODIAL FUNDS
Sherill's
Sheriff's LEducation Sherills Tax Assessor/ Clerk Case
FForfeiture Fund Fund Towing Collector Fund
ASSETS
Cash and Temporary Investments b 34313 % 3680 § 11,375 & 8215 § 27273
Due from Others 127 u & -
Total Assets 34 440 3,680 11,575 8215 27,273
NET POSITION (DEFICITS)
Restricted for Remittance to County 34,440 3,680 | l,5_7_5_ 8.215 27.273
Total Net Position 8 34440 8§ 3680 § 11.37 § 8215 % 27273
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103 104 103 107 {08

CUSTODIAL FUNDS

Clerk Band Clerle Trust JPPct. 1 &2- JPPct.3& 4-  Total Custodial

Clerk Fee Fund Account Account Armredondo Ellis Funds
3 25,561 5 15,765 § 10348 5 15436 §% 26,790 3 178,956
: : : ; ; 127
25,561 13,765 10,348 15,436 26,790 179,083
25,561 15,765 10,348 15,436 26,790 179,083
5 25561 8§ 15765 § 10348 % 15436 § 26,790 % 179,083
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TERRELL COUNTY, TEXAS
COMBINING SCHEDULE OF ACTIVITILS
CUSTODIAL FUNDS
FOR THE YEAR ENDED SEPTEMBIIR 30, 2022

OPINION DISCLAIMED

71 72 73 101 n2
CUSTODIAL FUNDS

Sheriff's Sheriff's
Forfeiture Fducation Sheriff's Tax Assessor/  Clerk Case
Fund Fund Towing Collector Fund
ADDITIONS
Contributions:
Collections for County Services g 5801 % g08 8§ 14781 % 302476 § 12,614
Total Contributions 5,801 R98 14,781 302,476 12,614
TOTAL ADDITIONS 5,801 898 14,781 302,476 12,614
DEDUCTIONS
Miscellancous Expenditures 34,551 360 3,206 298947 1,719
Total Expenses 34551 360 3.206 298,947 1.714
Inerease (Decrease) in Net Position (28.750) 538 11.575 3.529 1{LBY5
Nel Position - Beginning N 63,190 32 - 1,686 16378
Net Position - Ending 5 MA440 % 3680 0§ L1575 % 8215 % iy Sy
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{103 104 103 107 108
CUSTODIAL FUNDS
Tatal
Clerk Fee Clerk Bond Clerk Trust JPPet. 1&2- JPPct.3&4- Custodial

Fund Account Account Arredondo Ellis Funds
$ 43,125 % 9200 & 169 § 49505 § 52,590 482 859
43,125 900 169 49,505 52,590 482 859
43,125 200 169 49,505 52,590 482.859
20,707 - = 46,783 36,596 442 869
20,707 - - 46,783 36,596 442 869
22418 200 169 2,722 15.994 39.990
3,143 14,865 10,179 12,714 10,796 139,093
3 25,561 % 15765 % 10348 § 15436 § 26,7490 179,083
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GOVERNMENT AUDITING STANDARDS SECTION
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- SINGLETON, CLARK

& COMPANY, PC CERTI

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Honorable County Judge and Members of the Commissioners Court
Terrell County, Texas

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, each major fund, and the aggregate remaining fund information of the Terrell County, Texas
(hereafter the “County™), as of and for the year ended September 30, 2022, and the related notes to the
financial statements, which collectively comprise the County’s basic financial stalements, and have issued
our reporl thercon dated July 24, 2023.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the County’s internal
control over financial reporting to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the County’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the County’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit atiention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we identified one
deficiency in internal control that we consider to be a material weakness. This matter is described in the
accompanying schedule of findings and questioned costs as finding 2022-001. In addition, other material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the County’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and granl agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts, However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed one instance of noncompliance that is required to be reported under
Government Auditing Standards. This matter is labeled as finding 2022-002 in the schedule of findings
and questioned costs.

Cedar l ark Hﬁme {HO) Alpine Giflce
1130 Cottonwood Creek Trail, B4 {800) 2729922 108 . 4™ Street
Cadar Pfu?\, Pexas 7B613 www, SingletenClark.com Adpine, Texas 79830
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Purpose of this Report

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

&Wﬁmf (lak & C)W i
Singleton, Clark & Company, PC
Alpine, Texas

July 24, 2023
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TERRELL COUNTY, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2022

SECTION I - SUMMARY OF AUDITORS’ RESULTS
FINANCIAL STATEMENTS

Type of auditor’s report issued: Partial Disclaimed (See Page 1)
Partial Unmodified (See Page 1)

Internal control over financial reporting:
e Malterial weakness(es) identified? BJ Yes L] No
2022-001 Accounting and Financial Reporting

s  Significant deficiencies identified that are

not considered to be material weaknesses? Yes

[]
[

None reported

X

Noncompliance material to financial statements noted? [] Yes No

FEDERAL AWARDS

Under guidelines of the Federal Uniform Guidance, a Single Audit was not required due to expenditures of
federal awards being below $750,000.

SECTION II - FINANCIAL STATEMENT FINDINGS

Findings Related to Financial Statements Which are Required to be Reported in Accordance with
Government Auditing Standards:

.*.

2022-001 Accounting and Financial Reporting (Material Weakness) \\

Criteria: Counties are required by state law to issue external financial statements annually in
order to provide information to the public and to the state and federal governments
regarding the County’s finances. In addition, a county needs current and accurate
information available from its accounting system at all times in order to provide for
the effective management of daily [financial matters and to show proper
accountability for the money it receives from taxpayers and other governments.

Condition Found: During the year, and also as reported in previous audits, the Treasurer’s Office did
not keep the County bookkeeping and accounting information current on a monthly
basis. It was noted during the audit that key accounting procedures such as bank
reconciliations were not completed accurately during the year and many contained
material errors at the time of the audit. In addition, the accounting ledgers of the
County were not reviewed on a regular basis to cnsure they reflected accurate and
uscful information. As a result of these conditions existing, Terrell County
experienced the following events during the year:

¢ Grant audits conducted by the Office of the Texas Governor on the Operation
Stonegarden grants resulted in Terrell County being required to pay back grant
funds in the amounts of $39,000 and $15,495 from two separate {indings for a
total of $54,495. The reasons noted in the state audit requiring the refunds were
incomplete documentation and grant ledgers not maintained.
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TERRELL COUNTY, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEFTEMBER 30, 2022

SECTION II - FINANCTAL STATEMENT FINDINGS (Continued)

Findings Related to Financial Statements Which are Required to be Reported in Accordance with
Government Auditing Standards: (Continued)

2022-001 Accounting and Financial Reporting (Material Weakness) (Continued)

e Notification by the Governor's Office of future scrutiny over grant funding and
that funding holds may be imposed upon Terrell County with each requested
grant draw in order for them to verify proper documentation exists in advance.

e Grant money available for the County to claim on the Operation Lone Star grant
as of September 30, 2022, approximating $370,000, went unclaimed for ten
months and was only claimed after notification of this condition by the audit
firm.

e A certificate of deposit in the amount of $200,000 noted from Pecos State Bank
was represented on the hooks of the County as being valid. However the audit
ultimately determined this was an accounting error.

e Perpetual underpayment of payroll taxes, resulting in cumulative underpayments
approximating $10,000 which the Treasurers Office had been unaware of and
was required Lo catch up due to a payment demand letter from the IRS.

e Required audit adjusting entrics totaling 46 in FY22 (Also 46 in FY21, 38 in
FY20, and 55 in FY19) which represented needed accounting corrections to the
books in order to the prepare the County’s publicly issued financial statements.

e The financial reports generated [rom the accounting system by the Treasurer’s
office not only provided little value to the Oftice of the Texas Governor during
the previously mentioned grants audits, but also were not sufficient to provide
useable information for the County’s internal financial management needs
related to budget creation for upcoming f[iscal years or year-to-date budget-to-
actual information for reliable monitoring of financial progress during fiscal
years.

s Material errors were detected during the audit on the General Operating bank
reconciliation and other accounts that represent the cumulative result of the
accounting for the twelve months of the fiscal year not being prepared
accurately or reviewed timely. Resolution of this issue is beyond the scope of a
regular annual financial audit. To set the bank balances of the County to
confirmed amounts by the bank, net of known reconciling items, cumulative
blind adjustments were required to be made to the County records
approximating $650,000.

e As aresult of the condition described in the previous bullet point, the audit firm
has issued a disclaimed opinion on the financial stalements that present the
revenues and expenditures of the County. This is due to the required blind
adjustment that was needed to correct the cash and other accounts.

Cause: Terrell County is a small county without the appointed County Auditor position
which is often found in larger Texas counties. As a resull, the accounting and
financial reporting responsibilities fall on the Treasurer’s Office, as it does in most
small counties. These increased responsibilities for Treasurers of small counties
require that either the Treasurer or somcone within the Treasurer’s office possess
governmental accounting and other financial management skills in order to meet the
internal and external financial reporting requirements of their county. There is
currently not an individual in the Treasurer’s Office with these required skills.
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TERRELL COUNTY, TEXAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED SEPTEMBER 30, 2022

SECTION 11 - FINANCIAL STATEMENT FINDINGS (CONTINUED)

2022-001 Accounting and Financial Reporting (Malterial Weakness) (Continued)

Effect;

Recommendation:

The noted accounting and other deficiencies resulted in the County not having
curtent and accurate accounting information available for both internal and
external reporting needs, neither as the year progressed, nor for the state special
audits or the regularly scheduled year-end financial audit. This condition has also
resulled in the Counly being required to refund significant amounts of grant
money to the state, as previously described, and has put the County at significant
risk of further required grant refunds should the state continue with further desk
audits due (o the high risk status they have now placed on Terrell County.

Due to the County receiving an audit finding on this topic for the fiscal years
2019, 2020, 2021, and 2022 without conditions showing improvement, and the
recent higher level of grant audit activity and scrutiny from the Office of the
Texas Governor resulting in significant funding losses, we recommend the Terrell
County Commissioners Court escalate this issue 1o a matter of critical importance
that warrants immediate atlention and action in order to ¢nsure that going forward
the County can meet its accounting and financial reporting responsibilities to the
public and the state and federal governments.

2022-002 Budgetary Non-Compliance

Criteria:

Condition Found:

Cause:

EfTect;

As a financial control, each year the County adopts an expenditures budget by
ordinance which places legal limits on the amount of expenditures that can be
made from various departmental line items by the County. As a year progresses, if
unanticipated expenditures arise, the Commissioners may approve amendments to
the originally adopted budget to accommodate higher expenditure needs in a given
department.

As of year-end, the General Fund expenditurcs budget exhibit showed as
approximately $508,000 under budget overall. However, other expenditures that
were unable to be classified to a functional line item of the budget, and therefore
presented in the Other Uses line, totaled just over $554,000. This Other Uses
amount added to the tolal expenditures line indicates total County expenditures
exceeded the budget overall by just over $46,000.

The adopted budget of the County is not being used as an effective tool to help
guide expenditures, and the budget is not being amended as needed as a year
progresses. In addition, the deficient accounting processes described in finding
2022-001 contributed to this condition.

The effect is the County has not complied with the legally adopted cxpenditures
budget and actual expenditures made were more than anticipated.
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TERRELL COUNTY, TEXAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED SEPTEMBER 30, 2022

SECTION IT - FINANCIAL STATEMENT FINDINGS (CONTINUED)

2022-002 Budgetary Non-Compliance (Continued)

Recommendation:

We recommend the County financial managers monitor budget-to-actual progress
at least quarterly. The Commissioners should also receive budget to actual reports
within their regular packets at each meeting. As needed, budget amendments
should be proposed to the Commissioners.

Prior year financial statement findings as required o be restated with current status:

2021-001 Accounting and Finaneial Reporting

Criteria:

Condition Found:

Cause:

Effect:

Recommendation:

Counties are required by state law (o issue external financial statements on an
annual basis in order to provide information to the public and to the state and
federal governments regarding the County’s finances. In addition, a county needs
current and accurate information available from its accounting system at all times
in arder to provide for the effective management of daily linancial matters and to
ensure proper accountability and security of all funds.

During the year, the County did not keep its bookkeeping and accounting
information current on a monthly basis. It was noted during the audit that key
accounting procedures such as bank and investment reconciliations were nol
completed until a significant number of months after the fiscal year-end. In
addition, the Mnancial audit resulted in several accounting adjustments that were
needed to prepare the County’s financial records for accurate reporting in the
external financial statements.

Terrell County is a small county without the appointed County Auditor position
which is often found in larger Texas counties. As a result, the accounting and
financial reporting responsibilities fall on the Treasurer’s Office, as it does in most
small counties. These increased responsibilities for Treasurers of small counties
require that either the County Treasurer or someone within the County Treasurer’s
office possess specialized governmental accounting skills in order to meet the
internal and external {inancial reporting requirements of their county.

The noted accounting deficiencies resulted in not having current and accurate
accounting information available for both internal and external reporting needs,
neither as the year progressed, nor for the regularly scheduled time of the year-end
financial audit.

We recommend the Treasurer’s Office obtain in-house accounting assistance 1o

better address the difficulties it has been experiencing with bank reconciliation
and general accounting functions.
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TERRELL COUNTY, TEXAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED SEPTEMBER 30, 2022

SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

Prior vear financial statement findings as required to be restated with current status: (Continued)

2021-001 Accounting and Financial Reporting (Continued)

Current Status:

Contact Person:

Criteria;

Condition Found:

Cause:

FfTect:

Recommendation:

Current Status:

Contact Person:

During the FY22 audit, we noted that issues with accounting and financial
reporting continue to persist and did not show improvement.

Rebecca Lucvano, County Treasurer

As a financial control, cach year the County adopts an expenditures budget by
ordinance which places legal limits on the amount of expenditures that can be made
from various departmental line itlems by the County. As a year progresses, if
unanticipated expenditures arise, the Commissioners may approve amendments (o the
originally adopted budget to accommodate higher expenditure needs in a given
department.

As of year-end, it was noted that the Public Salety line item of the General Fund
budget was overspent by $71,483, and the Capital Outlay line item was over spent by
$77,000.

The adopted budget of the County is not being used as an effective tool to help guide
expenditures, and the budget s not being amended as needed as a year progresses.

The effect is the County has not complied with the legally adopted expenditures
budget and actual expenditures made were more than anticipated.

We recommend the County [linancial managers monitor budget-to-actual progress al
least quarterly. The Commissioners should also receive budget to actual reports within
their regular packets al each meeting. As needed, budget amendments should be
proposed to the Commissioners.

During the FY?22 audit, budget overages in selected line items were again reported.

Rebecea Luevano, County Treasurer

SECTION IIT - FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS

Findings Related to Federal Awards Which are Required to be Reported in Accordance with the Federal

Uniform Guidance:

Not Applicable.
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REBECCA LUEVANO

Terrell County Treasurer
P.O. BOX 380
SANDERSON,TX 79848
RLUEVANO@CO.TERRELL.TX.US

CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED SEPTEMBER 30, 2022

2022-001 Accounting and Financial Reporting

Corrective Action Planned:

Anlicipated Completion Date: Ongoing

Contact Person: Rebecca Luevano, County Treasurer
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