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FINANCIAL SECTION



600 SUNLAND PARK, 6-300 [ =
EL PASO, TX 79912

[E=—
P 915 356-3700 [ERERTE

F 915356-3779 GIBSON RUDDOCK PATTERSON LLC
W GRP-CPA.COM certified public accountants

INDEPENDENT AUDITOR'S REPORT

To the Honorable County Judge and
Members of the Commissioners’ Court
Presidio County, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Presidio County, Texas as of
and for the year ended September 30, 2018, and the related notes to the financial statements, which
collectively comprise the County’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

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

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



Summary of Opinions

Opinion Unit Type of Opinion
Governmental Activities Qualified
Business-Type Activities Unmodified
General Fund Unmodified
Enterprise Fund - Jail Fund Unmodified
Aggregate Remaining Fund Information Unmodified

Basis for Qualified Opinion on Governmental Activities

The County offers post-employment benefits other than pensions (OPEB) in the form of health insurance
to its retired employees. The County has not yet contracted with an actuary to calculate the liability and
expense associated with these benefits and the related deferred outflows and deferred inflows of resources.
As such, no amounts related to these benefits have been recorded in the governmental activities. Accounting
principles generally accepted in the United State of America require that all activity of Presidio County,
Texas be included in the financial statements. The amount by which this departure would affect the
liabilities and related deferred outflows, deferred inflows, net position, and expense of the governmental
activities has not been determined.

Quualified Opinion on Governmental Activities

In our opinion, except for the effects of the matter discussed in the “Basis for Qualified Opinion on
Governmental Activities” paragraph, the financial statements referred to above present fairly, in all material
respects, the financial position of the governmental activities of Presidio County, Texas, as of September
30,2018, and the changes in financial position thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Unmodified Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business-type activities, each major fund, and the aggregate remaining fund
information of Presidio County, Texas, as of September 30, 2018, and the respective changes in financial
position and, where applicable, cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparison information, and pension information on pages 5-11 and 60-
64, respectively, be presented to supplement the basic financial statements. Such information, although not
a part of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries,
the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.






MANAGEMENT’S DISCUSSION AND ANALYSIS



Presidio County, Texas
300 N. Highland Avenue
Marfa, Texas 79843

MANAGEMENT'S DISCUSSION AND ANALYSIS

In this section of the Annual Financial Report, we, the managers of Presidio County, Texas
discuss and analyze the County's financial performance for the fiscal year ended September
30, 2018. Please read it in conjunction with, the independent auditors' report on page 2 and 76,
and the County's Basic Financial Statements which begin on page 13.

FINANCIAL HIGHLIGHTS

As a result of this year's operations the County's total net position decreased by $208,530. The
result was that net position of our governmental activities increased by $79,186 and the
business-like activities increased by $144,989. Additionally, there was prior period adjustment
that further decreased net position by $165,062 and $267,643 for the governmental activities
and business-like activities, respectively.

During the year, the County had expenditures that were $79,186 less than the $5,683,269
generated by the ad valorem taxes, licenses and permits, charges for
services as well as miscellaneous income in the governmental funds. The County had
expenses that were $144,989 less than the $1,430,642 that was generated by charges for
services and transfers in the proprietary fund.

The governmental funds ended the year with a fund balance of $2,277,959 compared to a fund
balance of $2,982,568 at the end of the prior year. The proprietary fund ended the year with net
position of $4,409,426 compared to a net position of $4,532,080 at the end of the prior year.

The general fund budget for the County revealed $405,701 more revenues were received
during the year than were budgeted while $33,404 more expenses were incurred than were
budgeted for in the year. In addition, other financing sources were $268,927 more than what
was budgeted. The net effect of the budget variance was $641,224, a positive budget variance.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Position
and the Statement of Activities provide information about the activities of the County as a whole
and present a longer-term view of the County's property and debt obligations and other
financial matters. They reflect the flow of total economic resources in a manner similar to the
financial reports of a business enterprise.

For governmental activities, the Governmental Funds Balance Sheet and the Governmental
Funds Statement of Revenues, Expenditures and Changes in Fund Balance tell how services
were financed in the short term as well as what resources remain for future spending. They
reflect the flow of current financial resources, and supply the basis for tax levies and the
appropriations budget.

The notes to the financial statements provide narrative explanations or additional data needed
for full disclosure in the government-wide statements or the fund financial statements.



Reporting the County as a Whole

The Statement of Net Position and the Statement of Activities

The analysis of the County's overall financial condition and operations can be found in Exhibits
A-1 Statement of Net Position and B-1 Statement of Activities, respectively. Its primary purpose
is to show whether the County is better or worse off as a result of the year's activities. The
Statement of Net Position includes all the County's assets, deferred outflows, liabilities,
deferred inflows, and net position at the end of the year while the Statement of Activities
includes all the revenues and expenses generated by the County's operations during the year.
These apply the accrual basis of accounting which is the basis used by private sector
companies. All of the current year's revenues and expenses are taken into account regardless
of when cash is received or paid.

These two statements report the County's net position and changes in them. The County's net
position, the difference between assets, deferred outflows, liabilities, and deferred inflows
provide one measure of the County's financial health, or financial position. Over time, increases
or decreases in the County's net position are one indicator of whether its financial health is
improving or deteriorating. To fully assess the overall health of the County, however, one
should consider nonfinancial factors as well.

Reporting the County's Most Significant Funds

Fund Financial Statements

Specific provisions of laws, bond covenants and contracts require the County to establish
funds. The County's administration establishes many other funds to help it control and manage
money for particular purposes such as grants.

Governmental Funds

Only the County's general operating funds are reported in governmental funds. These use the
modified accrual accounting, a method that measures the receipt and disbursement of cash
and all other financial assets that can be readily converted to cash, and report balances that
are available for future spending. The governmental fund statements provide a detailed short-
term view of the County's activities.

Proprietary Funds

The County’s enterprise activity, the County Jail, is reported as a proprietary fund. This fund
uses the accrual basis of accounting, a method that measures the performance and position of
the fund by recognizing economic events regardless of when cash transactions occur.
Economic events are recognized by matching revenues to expenses at the time in which the
transaction occurs rather than when payment is made or received.

Fiduciary Funds

The County’s fiduciary funds are used to account for money held by the County on a temporary
basis, but belonging to individuals or entities other than the County. The fiduciary funds are not
part of the government-wide statements and are reported on a full accrual basis of accounting
with an economic resources measurement focus.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Our analysis focuses on the net position (Table I) and changes in net position (Table 11) of the
County's governmental and business-type activities.



TABLE [ - SUMMARY OF NET POSITION

Assets

Current Assets
Capital Assets, net
Net Pension Asset
Total Assets

Total Deferred
Outflows of
Resources

Liabilities
Current Liabilities
Debt Service —
Current

Debt Service —
Noncurrent
Compensated
Absences

Total Liabilities

Total Deferred
Inflows of
Resources

Net Position

Net Invested in
Capital Assets
Restricted
Unrestricted

Total Net Position

Governmental Activities Business-Type Activities Total
2018 2017 2018 2017 2018 2017
$ 4,033,933 $ 3,948,805 $ 2,396,171 $ 2,169,000 $ 6,430,104 $ 6,117,805
8,619,679 8,685,553 2,939,221 2,738,117 11,558,900 11,423,670
295,924 46,384 - - 295,924 46,384
12,949,536 12,680,742 5,335,392 4,907,117 18,284,928 17,587,859
190,838 700,389 - - 190,838 700,389
661,095 966,238 491,188 314,807 1,152,283 1,281,044
338,316 264,000 95,597 - 433,913 264,000
426,463 219,000 305,793 - 732,256 219,000
98,638 132,249 33,388 60,231 132,026 192,480
1,524,512 1,581,487 925,966 375,037 2,450,478 1,956,524
98,733 196,639 - - 98,733 196,639
7,854,900 8,202,553 2,537,831 2,738,117 10,392,731 10,940,670
306,491 353,260 - - 306,491 353,260
3,355,738 3,047,192 1,871,595 1,793,963 5,227,333 4,841,155
$§ 11,517,129 § 11,603,005 § 4,409,426 $ 4,532,080 $ 15,926,555 § 16,135,085




TABLE II - SUMMARY OF CHANGES IN NET POSITION

Governmental Activities Business-Type Activities Total
2018 2017 2018 2017 2018 2017

Revenues
Property Taxes $3,327,757  $2,844,7740 § - 3 - $3,327,757  $2,844,740
Charges for Services 2,057,203 1,781,068 1,431,982 1,171,981 3,489,185 2,953,049
Operating & Capital
Grants 147,905 302,078 - - 147,905 302,078
Other 149,064 582,409 - 13 149,064 582,422
Total Revenues 5,681,929 5,510,295 1,431,982 1,171,994 7,113911 6,682,289
Expenses
General Government 2,349,764 2,124,565 - - 2,349,764 2,124,565
Judicial 606,388 515,248 - - 606,388 515,248
Public Safety 990,772 974,710 - - 990,772 974,710
Public Works 1,394,574 1,597,656 - - 1,394,574 1,597,656
Culture and Recreation 245,276 194,351 - - 245,276 194,351
Interest on Debt 17,309 - - - 17,309 -
Jail - - 1,285,653 1,323,395 1,285,653 1,323,395
Total Expenses 5,604,083 5,406,530 1,285,653 1,323,395 6,889,736 6,729,925
Excess (Deficiency) of
Revenues over
Expenditures 77,846 103,765 146,329 (151,401) 224,175 (47,636)
Other Financing Sources
(Uses) Transfers 1,340 - (1,340) - - -
Total Financing Sources
(Uses) 1,340 - (1,340) - - -
Change in Net Position 79,186 103,765 144,989 (151,401) 224,175 (47,636)
Net Position —
Beginning of Year 11,603,005 11,499,240 4,532,080 4,683,481 16,135,085 16,182,721
Prior Period Adjustment (165,062) - (267,643) - (432,705) -
Net Position — End of
Year $11,517,129 11,603,005  $4,409,426 $4,532,080 $15,926,555 $16,135,085

Although, the County’s tax rate for 2018 was lower than 2017, the County’s revenue increased due to an
increase in property tax values. Additionally, the airport and jail had increased in revenue. Several grants
were completed at the end of the 2017 year; thus the 2018 grant revenue was lower. The 2017 year also

included a $500,000 donation.

For 2018, the County approved a pay raise of $1,000 for every full-time employee.

On July 31, 2018 the jail closed for renovations. The inmates were taken to other jail facilities. The jail

reopened in November 2018.



BUDGET

Over the course of the year, the Commissioners Court revises the County's budget several
times, as needed. These budget amendments fall into two categories. The first category
includes amendments and supplemental appropriations that were approved shortly after the
beginning of the year and reflect the actual beginning balances versus the amounts estimated
in September 2018. The second category involves amendments moving funds from accounts
that did not need all the resources originally appropriated to them to programs with resource
needs. However, for fiscal year 2018, there were no budget amendments for the general fund.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

As of September 30, 2018, the County had $8.6 million net, invested in land, buildings,
improvements, infrastructure, machinery and equipment, and construction in progress.

TABLE III - CAPITAL ASSETS

Governmental Activities Business-Type Activities Total

2018 2017 2018 2017 2018 2017
Land $ 1,027,773 $ 1,027,773  § 933 $ 933 § 1,028,706 § 1,028,706
Buildings,
Improvements
and
Infrastructure 13,158,295 13.080,446 5,930,455 6,009,204 19,088,750 19,089,650
Machinery and
Equipment 6,328,601 5,000,846 195,038 1,023,996 6,523,639 6,024,842
Construction in
Progress 14,879 118,942 673,272 - 688,151 118,942
Accumulated
Depreciation (11,909,869) (10,542,454) (3,860,477) (4,296,016) (15,770,346) (14,838,470)
Total Net
Capital Assets $ 8,619,679 $ 8,685,553 $ 2,939,221 $ 2,738,117 § 11,558,900 $ 11,423,670

Assets that were previously, included with the business-type activities were reclassified during
the year to the governmental activities as their usage is more accurately reflected in that
activity. The reclassifications amounted to $268,999, net of accumulated depreciation. The
government activities’ capital assets were also increased mainly due to the lease purchase of
the telephone system for the County.

The business-type activities’ capital assets increased mainly due to the construction in
progress for the renovations of the jail.
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Debt Administration

At the end of the year the governmental activities had $483,000 outstanding for bonds, which is
a decrease of $252,000 and other long-term liabilities was $413,297, which was an increase
due to new capital leases. The enterprise fund issued debt in the amount of $510,000 for the
jail renovations and the balance at year end was $401,390.

ECONOMIC FACTORS AND NER YEAR’S BUDGETS AND RATES

The annual budget is developed to provide efficient, effective and controlled us of the County’s
resources, as well as a means to accomplish the highest priority objectives. Through the
budget, the Commissioner’s Court sets the direction of the County, allocates its resources and
establishes its priorities.

The fiscal year 2019 budget was adopted on September 26, 2018 with total governmental fund
expenditures of $6,612,401 a 2.2% increase from the fiscal year 2018 budgeted expenditures.
The County’s ad valorem tax rate is $0.61475 for fiscal year 2019, which is effectively a 3.5%
decrease over the prior year.

CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, investors and creditors with
a general overview of the County’s finances and to show the County’s accountability for the
money it receives If you have questions about this report or need additional financial
information, contact the Treasurer’s office, at the Presidio County Courthouse, P.O. Box 1055,
Marfa, Texas 79843.

11
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BASIC FINANCIAL STATEMENTS
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PRESIDIOCOUNTY, TEXAS
STATEMENT OFNET POSITION

EXHIBITA-1

SEPTEMBER30, 2018
Primary  Government
Data -
Business -

Control Governmental Type
Codes Activities Activities Total
ASSETS
1010 Cash and Cash Equivalents $ 2,481,889 $ 2,688,690 $ 5,170,579
1050 Taxes Receivable, Net 1,058,411 - 1,058,411
1150 Accounts Receivable Net 555 - 555
1260 Duefrom Other Governments 139,438 - 139,438
1300 Due from Other Funds 292,519 (292,519) -
1410 Inventories 47,141 - 47,141
1430 Prepaid Items 13,980 - 13,980

Capital Assets:
1710 Land 1,027,773 933 1,028,706
1730  Buildings, Improvements and Infrastructure, Net 6,244,605 5,930,455 12,175,060
1750  Furniture and Equipment, Net 1,332,422 195,038 1,527,460
1760 Capital Assets, Net - (3,860,477) (3,860,477)
1780 Construction in Progress 14,879 673,272 688,151
1800 Net Pension Asset 295,924 - 295,924
1000 Total Assets 12,949,536 5,335,392 18,284,928
DEFERRED OUTFLOWS OF RESOURCES
1997 Deferred Outflow Related to Pension Plan 190,838 - 190,838
1500 Total Deferred Outflows of Resources 190,838 - 190,838
LIABILITIES
2010 Accounts Payable 217,239 473,427 690,666
2030 Compensated Absences Payable 32,880 11,130 44,010
2070 Intergovernmental Payable 76,901 - 76,901
2090 Dueto Others 307,440 - 307,440
2140 Accrued Interest Payable 3,302 6,631 9,933
2230 Unearned Revenues 23,333 - 23,333
2240 Notes Payable - Current - 95,597 95,597
2250 BondsPayable - Current 264,000 - 264,000
2260 Capital Leases Payable - Current 74,316 - 74,316

Noncurrent Liabilities:
2502  Bonds Payable - Noncurrent 219,000 - 219,000
2520  Notes Payable - Noncurrent - 305,793 305,793
2540 Capital Leases Payable - Noncurrent 207,463 - 207,463
2550 Compensated Absences - Noncurrent 98,638 33,388 132,026
2000 Total Liabilities 1,524,512 925,966 2,450,478
DEFERRED INFLOWS OF RESOURCES
2602 Deferred Inflow Related to Pension Plan 98,733 - 98,733
2500 Total Deferred Inflows of Resources 98,733 - 98,733
NET POSITION
3200 Net Investment in Capital Assets 7,854,900 2,537,831 10,392,731

Restricted for:
3860 Restricted for Debt Service 162,898 - 162,898
3890 Restricted for Other Purposes 143,593 - 143,593
3900 Unrestricted 3,355,738 1,871,595 5,227,333
3000 Total Net Position $ 11,517,129 $ 4,409,426 $ 15,926,555

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



PRESIDIOCOUNTY, TEXAS
STATEMENT OFACTIVITIES
FORTHEYEARENDED SEPTEMBER30,2018

Program Revenues

Data o ) Capital
perating apit
Control Charges for Grants and Grants and
Codes Expenses Services Contributions Contributions
Primary Gover nment:
GOVERNMENTAL ACTIVITIES:
100General Government $ 2,349,764 $ 236,221 $ - % -
120Judicia 606,388 740,352 48,549 -
200Public Safety 990,772 80,038 - 6,668
300Public Works 1,394,574 959,455 92,688 -
500Culture and Recreation 245,276 41,137 - -
720|nterest on Debt 17,309 - - -
Total Governmental Activities 5,604,083 2,057,203 141,237 6,668
BUSINESS-TYPE ACTIVITIES:
701Jall 1,285,653 1,431,982 - -
Total Business-Type Activities 1,285,653 1,431,982 - -
TOTAL PRIMARY GOVERNMENT $ 6,889,736 $ 3,489,185 $ 141237 % 6,668
Data
Control  General Revenues:
Codes Taxes:
010 Property Taxes, Levied for General Purposes
011 Property Taxes, Levied for Debt Service
190 Penalty and Interest on Taxes
700 Miscellaneous Revenue

Transfers In (Out)
Total General Revenues and Transfers

Change in Net Position
Net Position - Beginning
Prior Period Adjustment
Net Position - Ending

The notes to the financial statements are an integral part of this statement.
16



EXHIBITB-1

Net (Expense) Revenue and
Changes in Net Position

Primary Government

Governmental Business-Type
Activities Activities Total

$ (2113543) $ - $ (2,113,543)
182,513 - 182,513
(904,066) - (904,066)
(342,431) - (342,431)
(204,139) - (204,139)
(17,309) - (17.309)
(3,398,975) - (3,398,975)

- 146,329 146,329

- 146,329 146,329

(3,398,975) 146,329 (3,252,646)
3,036,579 - 3.036,579
291,178 - 291,178
57,103 - 57,103
91,961 - 91,961
1,340 (1,340) R
3,478,161 (1,340) 3,476,821
79,186 144,989 224,175
11,603,005 4,532,080 16,135,085
(165,062) (267,643) (432,705)

$ 11517129 $ 4,409,426 $ 15,926,555
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GOVERNMENTAL FUND FINANCIAL STATEMENTS
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EXHIBITC-1
PRESIDIO COUNTY, TEXAS

BALANCESHEET
GOVERNMENTALFUNDS
SEPTEMBER 30,2018

Data Total
Control General Other Governmental
Codes Fund Funds Funds

ASSETS
1010  Cash and Cash Equivalents $ 2153174 § 328715 $ 2,481,889
1050 Taxes Receivable 1,176,012 - 1,176,012
1051  Allowance for Uncollectible Taxes (117,601) - (117,601)
1150 Accounts Receivable Net - 555 555
1260 Due from Other Governments 73971 65,467 139,438
1300 Due from Other Funds 299,539 10,570 310,109
1410 Inventories 47,141 - 47,141
1430 Prepaid Items 13,980 - 13,980
1000 Total Assets $ 3646216 $ 405307 $ 4,051,523

LIABILITIES
2010  Accounts Payable $ 206,296 $ 11,593 § 217,889
2070 Intergovernmental Payable - 76,901 76,901
2080 Due to Other Funds 10,570 7,020 17,590
2090 Due to Others 307,440 - 307,440
2230 Unearned Revenues 23333 - 23333
2000 Total Liabilities 547,639 95,514 643,153

DEFERRED INFLOWS OF RESOURCES
2601  Unavailable Revenue - Property Taxes 1,058,411 - 1,058,411
2603  Deferred Resource Inflow Contracts 72,000 - 72,000
2600 Total Deferred Inflows of Resources 1,130,411 - 1,130,411

FUND BALANCES

Nonspendable Fund Balance:
3410 Inventories 47,141 - 47,141
3430 Prepaid Items 13,980 - 13,980
Restricted Fund Balance:

3480 Retirement of Long-Term Debt - 166,200 166,200
3490 Other Restricted Fund Balance - 143,593 143,593
3600 Unassigned Fund Balance 1,907,045 - 1,907,045
3000 Total Fund Balances 1,968,166 309,793 2277959

4000 Total Liabilities, Deferred Inflows & Fund Balances $ 3646216 $ 405307 $ 4,051,523

The notes to the financial statements are an integral part of this statement.
20



EXHIBITC-2
PRESIDIOCOUNTY, TEXAS

RECONCILIATIONOFTHEGOVERNMENTAL FUNDSBALANCESHEET TOTHE
STATEMENT OFNET POSITION
FORTHEYEARENDED SEPTEMBER30,2018

Total Fund Balances - Governmental Funds $ 2,277,959

Capital assets used in governmental activities are not financial resources and 7.769,043
therefore are not reported in governmental funds. At the beginning of the year, the

cost of these assets was $20,171,768 and the accumul ated depreciation was

$11,269,293. In addition, long-term liabilities, including bonds payable, are not due and

payable in the current period, and, therefore are not reported as liabilities in the funds.

The net effect of including the beginning balances for capital assets (net of

depreciation) and long-term debt in the governmental activitiesisto increase net

position.

Current year capital outlays and long-term debt principal payments are expendituresin 859,119
the fund financial statements, but they should be shown as increasesin capital assets

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

net effect of including the 2018 capital outlays and debt principal paymentsisto

increase net position.

Included in the items related to assets is the recognition of the County's net pension 388,029
asset required by GASB 68 in the amount of a deferred outflow of resources related

to TCDRS of $190,838 and deferred inflow of resources related to TCDRS of

$98,733. This amounted to an increase in net postion in the amount of $388,029.

The 2018 depreciation expense increases accumul ated depreciation. The net effect (640,576)
of the current year's depreciation is to decrease net position.

Various other reclassifications and eliminations are necessary to convert from the 863,555
modified accrual basis of accounting to accrual basis of accounting. These include

recognizing deferred revenue as revenue, eliminating interfund transactions,

reclassifying the proceeds of bond sales as an increase in bonds payable, and

recognizing the liabilities associated with maturing long-term debt and interest. The

net effect of these reclassifications and recognitions is to decrease net position.

Net Position of Governmental Activities $ 11,517,129

The notes to the financial statements are an integral part of this statement.
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EXHIBITC-3
PRESIDIOCOUNTY, TEXAS

STATEMENT OFREVENUES, EXPENDITURES,AND CHANGESIN FUND BALANCES
GOVERNMENTAL FUNDS
FORTHEYEARENDED SEPTEMBER30,2018

Data Total
Control General Other Governmental
Codes Fund Funds Funds
REVENUES:
Taxes.

5110 Property Taxes $ 2,916,032 $ 280,582 $ 3,196,614
5190 Penalty and Interest on Taxes 57,103 - 57,103
5200 Licensesand Permits 36,126 - 36,126
5300 [ntergovernmental Revenue and Grants 48,549 99,356 147,905
5400 Chargesfor Services 1,973,902 51,326 2,025,228
5700 Other Revenue 111,810 - 111,810
5020 Total Revenues 5,143,522 431,264 5,574,786

EXPENDITURES:

Current:
0100 Genera Government 2,198,767 8,557 2,207,324
0120  Judicial 566,552 3,162 569,714
0200 Public Safety 777,236 28,331 805,567
0300 Public Works 1,037,082 92,688 1,129,770
0500 Culture and Recreation 190,114 - 190,114
Debt Service:
0710 Principal on Debt - 252,000 252,000
0720 Interest on Debt - 14,007 14,007
Capital Outlay:
0800 Capital Outlay 346,658 11,122 357,780
6030 Total Expenditures 5,116,409 409,867 5,526,276
1100 Excess of Revenues Over 27,113 21,397 48510
Expenditures
OTHER FINANCING SOURCES (USES):
7913 Proceeds from Capital Leases 267,587 - 267,587
7915 Transfersin 1,340 - 1,340
7080 Tota Other Financing Sources (Uses) 268,927 - 268,927
1200 Net Change in Fund Balances 296,040 21,397 317,437
0100 Fund Balance - October 1 (Beginning) 2,694,172 288,396 2,982,568
1300 Prior Period Adjustment (1,022,046) - (1,022,046)
3000 Fund Balance - September 30 (Ending) $ 198166 $ 309,793 $ 2,277,959

The notes to the financial statements are an integral part of this statement.
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EXHIBITC-4
PRESIDIOCOUNTY, TEXAS

RECONCILIATION OFTHEGOVERNMENTAL FUNDSSTATEMENT OFREVENUES, EXPENDITURES,
AND CHANGESIN FUND BALANCESTOTHESTATEMENT OFACTIVITIES
FORTHEYEARENDED SEPTEMBER30,2018

Total Net Change in Fund Balances - Governmental Funds $ 317,437

Current year capital outlays and long-term debt principal payments are expendituresin 641,546
the fund financial statements, but they should be shown as increasesin capital assets and

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

of removing the 2018 capital outlays and debt principal paymentsisto increase the

change in net position.

GASB 68 requires that certain expenditures be de-expended and recorded as deferred (79,508)
resource outflows. The contributions made after the measurement date of 12/31/2017

caused the change in the ending net position to increase in the amount of $121,639.

Contributions made before the measurement date but during the FY 2018 were also de-

expended and recorded as areduction in the net pension asset for the County. Thisalso

caused an increase in the change in net position in the amount of $43,057. The County

recorded its pension expense during the measurement period as part of the net pension

asset. The amounts expensed for FY 2018 were $244,204. The impact of all of theseis

to decrease the change in net position by $79,508.

Depreciation is not recognized as an expense in governmental funds since it does not (640,576)
require the use of current financial resources. The net effect of the current year's
depreciation is to decrease the change in net position.

Various other reclassifications and eliminations are necessary to convert from the (159,713)
modified accrual basis of accounting to accrual basis of accounting. These include

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

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

reclassifying the proceeds of bond sales, and recognizing the liabilities associated with

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

recognitions is to decrease the change in net position.

Changein Net Position of Governmental Activities $ 79,186

The notes to the financial statements are an integral part of this statement.
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PRESIDIOCOUNTY, TEXAS
STATEMENT OFNET POSITION
PROPRIETARY FUNDS

EXHIBITD-1

SEPTEMBER30, 2018
Business Type
Activities
Jal
Fund
ASSETS
Current Assets:
Cash and Cash Equivalents $ 2688690
Tota Current Assets 2,688,690
Noncurrent Assets:
Capital Assets:
Land 933
Buildings, Improvements and Infrastructure 5,930,455
Furniture and Equipment 195,038
Accumulated Depreciation - Capital Assets (3,860,477)
Construction in Progress 673,272
Total Noncurrent Assets 2,939,221
Total Assets 5,627,911
LIABILITIES
Current Liabilities:
Accounts Payable 473427
Compensated Absences Payable 11,130
Due to Other Funds 292519
Accrued Interest Payable 6,631
Notes Payable - Current 95,597
Total Current Liabilities 879,304
Noncurrent Liabilities:
Loans Payable - Noncurrent 305,793
Compensated Absences - Noncurrent 33,388
Total Noncurrent Liabilities 339,181
Total Liabilities 1,218,485
NET POSITION
Net Investment in Capital Assets 2,537,831
Unrestricted 1,871,595
Total Net Position $ 4409426

The notes to the financial statements are an integral part of this statement.
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PRESIDIOCOUNTY, TEXAS EXHIBITD-2

STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN FUND NET POSITION
PROPRIETARY FUNDS
FORTHEYEARENDED SEPTEMBER30,2018

Business-Type
Activities
Jal
Fund
OPERATING REVENUES:
Chargesfor Services $ 1431982
Total Operating Revenues 1,431,982
OPERATING EXPENSES:
Personnel Services - Salaries and Wages 557,342
Personnel Services - Employee Benefits 175,961
Other Operating Costs 246,464
Supplies 41,704
Depreciation 247,551
Total Operating Expenses 1,269,022
Operating Income 162,960
NONOPERATING REVENUES (EXPENSES):
Interest Expense - Non-Operating (6,631)
Bond I ssuance Cost (10,000)
Total NonOperating Revenue (Expenses) (16,631)
Income Before Transfers 146,329
Transfers Out (Use) (1,340)
Change in Net Position 144,989
Total Net Position - October 1 (Beginning) 4,532,080
Prior Period Adjustment (267,643)
Total Net Position - September 30 (Ending) $ 4,400,426

The notes to the financial statements are an integral part of this statement.
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PRESIDIOCOUNTY, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FORTHEYEARENDED SEPTEMBER30,2018

EXHIBITD-3

Business-Type

Activities
Jail
Fund
Cash Flows from Operating Activities:
Cash Received from User Charges $ 1,516,927
Cash Paymentsto Employees for Services (749,016)
Cash Payments for Suppliers (50,717)
Cash Payments for Other Operating Expenses (246,464)
Net Cash Provided by Operating
Activities 470,730
Cash Flows from Non-Capital Financing Activities:
Operating Transfer Out (1,340)
Cash Flows from Capital and Related Financing Activities:
Acquisition of Capital Assets (256,145)
Principal Payments on Debt (108,610)
Debt Proceeds 510,000
Debt Issuance Costs (10,000)
Net Cash Provided by Capital and
Related Financing Activities 135,245
Net Increase in Cash and Cash Equivalents 604,635
Cash and Cash Equivalents at the Beginning of the Y ear 2,084,055
Cash and Cash Equivalents at the End of the Y ear $ 2,688,690
Reconciliation of Operating Income to Net Cash
Provided By Operating Activities:
Operating Income $ 162,960
Adjustments to Reconcile Operating Income
To Net Cash Provided by Operating Activities:
Depreciation 247,551
Effect of Increases and Decreasesin Current
Assetsand Liabilities:
Decrease (Increase) in Receivables 84,945
Increase (Decrease) in Accounts Payable (9,013)
Increase (Decrease) in Compensated Absences Pay. (15,713)
Net Cash Provided by Operating
Activities $ 470,730

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



FIDUCIARY FUND FINANCIAL STATEMENTS

29



EXHIBITE-1
PRESIDIOCOUNTY, TEXAS

STATEMENT OFNET POSITION
FIDUCIARY FUNDS

SEPTEMBER?30,2018
Agency
Funds
ASSETS
Cash and Cash Equivalents $ 250441
Accounts Receivable Net 113
Total Assets $ 251,004
LIABILITIES
Dueto Others $ 251,054
Total Liabilities $ 251,054

The notes to the financial statements are an integral part of this statement.
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PRESIDIO COUNTY, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

The County of Presidio, Texas (County) is incorporated as a County Corporation under the laws of the state of
Texas. The County operates under a charter that establishes management by an elected County Judge and a
Commissioners’ Court made of four elected members. The County provides the following services: judicial, public
safety (sheriff, constable, emergency management, DPS, and dispatch), public works (airport and road and bridge),
culture and recreation, and the general administrative services.

The County is located in the Trans-Pecos region of west Texas; it is approximately 3,856 square miles in size with
apopulation around 7,800 people. Itis the fourth-largest county in Texas by area. Marfa, Texas, is the county seat.

This summary of significant accounting policies of Presidio County, Texas is presented to assist in understanding
the County’s financial statements. The financial statements and notes are representations of the County's
management, who is responsible for their integrity and objectivity. These accounting policies conform to accounting
principles generally accepted in the United States of America as applicable to governments and have been
consistently applied in the preparation of the financial statements.

Reporting Entity

Because the Commissioners’ Court is elected by the public; has the authority to make decisions, appoint
administrators and managers, and significantly influence operations; and has the primary accountability for fiscal
matters; the County is not included in any other governmental “reporting entity” as defined by the Governmental
Accounting Standards Board (“GASB”).

The decisions to include or exclude a potential component unit in the reporting entity were made by applying
standards contained in GAAP. The most primary standard for including or excluding a potential component
unit is whether it is financially dependent on the reporting entity. The fiscal dependency criterion also
requires that a financial benefit or burden relationship be present in order for a potential component unit to
be included in the financial reporting entity. Other manifestations of the ability to exercise oversight
responsibility include, but certainly are not limited to, the selection of the governing authority, the designation
of management, the ability to materially influence operations and accountability for fiscal matters. The
second standard used to evaluate potential component units is the scope of public services. Application of
this standard entails considering whether the activity benefits the County, or whether the activity is conducted
within the geographic boundaries of the County and is generally available to its citizens. The third standard
involved in evaluating whether potential component units are included or excluded from the reporting entity
is the existence of special financing relationships, regardless of whether the County is able to exercise oversight
responsibilities.

Based upon the above standards, the County does not have any component units.

(Continued)
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PRESIDIO COUNTY, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Government-Wide and Fund Financial Statements

The government-wide financial statements include the statement of net position and the statement of activities.
These statements report financial information for the County as a whole excluding fiduciary activities such as
employee pension plans. Individual funds are not displayed but the statements distinguish governmental activities,
generally supported by taxes and the County's general revenues, from business-type activities, generally financed
in whole or in part with fees charged to external customers.

The Statement of Net Position and the Statement of Activities were prepared using the economic resources
measurement focus and the accrual basis of accounting. Revenues, expenses, gains, losses, assets, and liabilities
resulting from exchange-like transactions are recognized when the exchange takes place. Revenues, expenses, gains,
losses, assets, and liabilities resulting from nonexchange transactions are recognized in accordance with the
requirements of GASB.

In the government-wide Statement of Net Position, both the governmental and business-type activities columns (a)
are presented on a consolidated basis by column (b) and are reported on a full accrual, economic resource basis,
which recognizes all long-term assets and receivables as well as long-term debt and obligations. The County’s net
position is reported in three parts: net invested in capital assets; restricted net position; and unrestricted net position.

In addition to assets, the statement of net position reports a separate section for deferred outflows of resources. This
separate financial statement category represents a consumption of net position that applies to a future period(s) and
so will not be recognized as an outflow of resources (expense/expenditure) until that time. For pensions, this
outflow results from pension plan contributions made after the measurement date of the net pension asset and the
results of differences between expected and actual economic experiences. The deferred outflows of resources
related to pensions resulting from County contributions subsequent to the measurement date will be recognized as
an increase of the net pension asset in the next fiscal year. The other pension related deferred outflows will be
amortized over a systematic and rational method over a closed period.

In addition to liabilities, the statement of net position reports a separate section for deferred inflows of resources.
This separate financial statement category 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. For pensions, these deferred
inflows result primarily from differences between projected and actual earnings on pension plan investments. These
amounts will be amortized over a systematic and rational method over a closed period.

(Continued)
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PRESIDIO COUNTY, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The fiduciary net position of the Texas County and District Retirement System (TCDRS) has been determined using
the flow of economic resources measurement focus and full accrual basis of accounting. This includes for purposes
of measuring the net pension asset, deferred outflows of resources and deferred inflows of resources related to
pensions, pension expense, and information about assets, liabilities and additions to or reductions from TCDRS’
fiduciary net position. The Plan’s fiduciary net position has been determined on the same basis as that used by the
Plan. Benefit payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment
are offset by program revenues directly connected with the functional program. A function is an assembly of similar
activities and may include portions of a fund or more than one fund to capture the expenses and program revenues
associated with a distinct functional activity. Direct expenses are those that are clearly identifiable with a specific
function or segment. Program revenues include: (1) charges for services which includes fees, fines, and forfeitures,
and other charges to users of the County's services; (2) operating grants and contributions which fund the
acquisition, construction, or rehabilitation of capital assets and include fees to developers. These revenues are
subject to externally imposed restrictions to these program uses. Taxes and other revenue sources not properly
included with program revenues are reported as general revenues.

Separate financial statements are provided for governmental funds and proprietary funds.

Interfund activities between governmental funds and between governmental and proprietary funds appear as due
to/due from on the Governmental Fund Balance Sheet and Proprietary Fund Statement of Net Position and as other
resources and other uses on the Governmental Fund Statement of Revenues, Expenditures and Changes in Fund
Balance and on the Proprietary Fund Statement of Revenues, Expenses and Changes in Fund Net Position. All
interfund transactions between governmental funds are eliminated on the government-wide statements. Interfund
activities between governmental funds and fiduciary funds remain as due to or due from on the government-wide
Statement of Net Position.

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

Measurement focus, basis of accounting, and financial statement presentation

The government-wide statements report using the economic resources measurement focus and the accrual basis of
accounting generally including the reclassification or elimination of internal activity (between or within funds).
Proprietary and fiduciary funds use this same focus and basis of accounting although internal activity is not
eliminated in these statements. Revenues are recorded when earned and expenses are recorded when liability is
incurred, regardless of the timing of related cash flows. Property tax revenues are recognized in the year for which
they are levied while grants are recognized when grantor requirements are met.

(Continued)
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PRESIDIO COUNTY, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The governmental fund financial statements are reported using the current financial resources measurements 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 government considers revenues to
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. Issuance of long-term debt
and acquisitions under capital leases are reported as other financing sources.

Property taxes, special assessments, sales taxes, and interests associated with the current fiscal period are all
considered to be susceptible to accruals and so have been recognized as revenues of the current fiscal period.
Expenditures-driven grants are recognized as revenue when the qualifying expenditures have been incurred and all
other grant requirements have been met and the susceptible to accrual criteria have been met. All other revenue
items are considered to be measurable and available only when cash is received by the government.

Program revenues included in the Statement of Activities are derived directly from the program itself or from parties
outside the County’s taxpayer or citizenry, as a whole; program revenues reduce the cost of the function to be
financed from the County's general revenues. Program revenues are categorized as (a) charges for services, which
include revenues collected for fees and use of County facilities, etc., (b) program-specific operating grants, which
includes revenues received from state and federal sources to be used as specified within each program grant
agreement, and (c) program-specific capital grants and contributions, which include revenues from state sources
to be used for capital projects. Internally dedicated resources are reported as general revenues rather than as
program revenues. Likewise, general revenues include all taxes.

Unavailable revenue from property taxes arises only under the modified accrual basis of accounting. The
governmental funds report this unavailable revenue as a deferred inflow of resources and recognize revenue in the
period that the amounts become available.

Grant funds are considered to be earned to the extent of expenditures made under the provisions of the grant.
Accordingly, when such funds are received, they are recorded as unearned revenues until related and authorized
expenditures have been made. If balances have not been expended by the end of the project period, grantors
sometimes require the County to refund all or part of the unused amount.

The proprietary fund types are accounted for on a flow of economic resources measurement focus and utilize the
accrual basis of accounting. This basis of accounting recognizes revenues in the accounting period in which they
are earned and become measurable and expenses in the accounting period in which they are incurred and become
measurable. With this measurement focus, all assets and deferred outflows of resources and all liabilities and
deferred inflows of resources associated with the operation of these funds are included on the fund Statement of
Net Position. Net position is segregated into net investment in capital assets, restricted, and unrestricted.

The County reports all direct expenses by function in the Statement of Activities. Direct expenses are those that
are clearly identifiable with a function. The County does not currently employ indirect cost allocation systems.

(Continued)
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PRESIDIO COUNTY, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Depreciation expense is specifically identified by function and is included in the direct expense of each function.
Interest on general long-term debt is considered an indirect expense and is reported separately on the Statement of
Activities.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues include
activities that have the characteristics of an exchange transaction, such as a) sales and services and b) contracts and
grants. Nonoperating revenues include activities that have the characteristics of nonexchange transactions, such as
a) investment income and b) miscellaneous.

Operating expenses include activities that have the characteristics of an exchange transaction, such as a) employee
salaries, benefits, and related expenses; b) utilities, supplies, and other services; ¢) professional fees; d) repairs and
maintenance; and e) depreciation expenses related to County’s capital assets and long-term debt. Nonoperating
expenses include activities that have the characteristics of nonexchange transactions, such as interest on capital
asset related debt that are defined as nonoperating expenses. All revenues and expenses not meeting this definition
are reported as nonoperating revenues and expenses.

The net position of the County is reported in three categories: 1) invested in capital assets, net of related debt; 2)
restricted; and 3) unrestricted. Restricted net assets results from constraints placed on the use of net position when
externally imposed by creditors, grantors, laws and regulations of other governments and/or imposed by law through
constitutional provisions or enabling legislation. When both restricted and unrestricted resources are available for
use, it is the County's policy to use restricted resources first, then unrestricted resources as they are needed.

The County is required to present certain governmental funds as major based upon certain criteria. The major funds
presented in the fund financial statements include the following:

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

The County reports the following major enterprise fund:
County Jail - The County Jail is used to account for operations that are financed and operated in a manner
similar to private business enterprises, where the stated intent of the governing body is that the costs
(expenses, including depreciation) of providing jail services to other governmental entities on a continuing
basis be financed or recovered primarily through user charges.

Additionally, the County reports the following fund types:

Governmental Funds:
1. Special Revenue Funds - The County accounts for resources restricted for specific purposes by a grantor

in a special revenue fund. Most Federal and State grants are accounted for in a Special Revenue Fund,
and sometimes unused balances must be returned to the grantor at the close of specified project periods.

(Continued)
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PRESIDIO COUNTY, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

2. Debt Service Fund - The County accounts for resources accumulated and payments made for principal
and interest on long-term general obligation debt of governmental funds in a debt service fund.

The County reports the following fiduciary funds:
Agency Funds - The County accounts for resources held for others in a custodial capacity in agency funds.
Assets equal liabilities, and this fund does not include measurements or results of operations. The County’s
agency funds are the County Clerk Agency Funds, the District Clerk Agency Funds, and the Inmate Trust
Funds.

Assets, Deferred Resources, Liabilities and Net Position or Fund Balance

Deposits and Investments: The County's cash and cash equivalents are considered to be cash on hand, demand
deposits and short-term investments with original maturities of three months or less from the date of acquisition.
Restricted cash represents certain unexpended long-term debt funding restricted for specific capital projects and
special revenue projects. Both unrestricted and restricted cash are included in the Statement of Cash Flows, if
applicable.

The funds of the County must be deposited and invested under the terms of a contract, contents of which are set
out in the Depository Contract Law. The depository bank places approved pledged securities for safekeeping and
trust with the County's agent bank in an amount sufficient to protect County funds on a day-to-day basis during the
period of the contract. The pledge of approved securities is waived only to the extent of the depository bank's dollar
amount of Federal Deposit Insurance Corporation ("FDIC") insurance.

The County is required by Governmental Code Chapter 2256, Public Funds Investment Act (PFIA), to adopt,
implement, and publicize an investment policy. That policy must address safety of principal and liquidity, portfolio
diversification, allowable investments, acceptable risk levels, expected rates of return, maximum allowable stated
maturity of portfolio investments, maximum average dollar weighted maturity allowed based on the stated maturity
date for the portfolio, investment staff quality and capabilities, and bid solicitation preferences for Certificate of
Deposit. Statutes authorize the County to invest in (1) obligations of the U.S. Treasury, certain U.S. agencies, and
the State of Texas; (2) certificates of deposit, (3) certain municipal securities, (4) money market savings accounts,
(5) repurchase agreements, (6) bankers' acceptances, (7) mutual funds, (8) investment pools, (9) guaranteed
investment contracts, (10) and common trust funds. The Act also requires the County to have independent auditors
perform test procedures related to investment practices as provided by the Act. The County has not yet adopted
an investment policy since it does not currently have any investments and as such, is not subject to this law.

(Continued)
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PRESIDIO COUNTY, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Although a formal policy has not been adopted, the County follows these policies and contractual provisions
governing deposits for the County:

Custodial Credit Risk - Deposits

Custodial credit risk is the risk that, in the event of the failure of a depository financial institution, the County's
will not be able to recover deposits or will not be able to recover collateral securities that are in the possession
of an outside party.

Interest Rate Risk - Deposits

The County is not exposed to interest rate risk.

Credit Risk - Deposits

The County is not exposed to credit risk.

Concentration of Credit Risk - Deposits

The County is not exposed to concentration of credit risk.

Foreign Currency Risk - Deposits

The risk that changes in exchange rates will adversely affect deposits. The County does not have any deposits
in foreign currency and as such, is not exposed to foreign currency risk.

Interfund Receivables and Payables: Interfund activity is reported as loans, services provided, reimbursements
or transfers. Loans are reported as interfund receivables and payables as appropriate and are subject to elimination
upon consolidation. Services provided, deemed to be at market or near market rates, are treated as revenues and
expenditures/expenses. Reimbursements are when one fund incurs a cost, charges the appropriate benefitting funds
and reduces its related cost as a reimbursement. All other interfund transactions are treated as transfers. Transfers
between governmental funds are netted as part of the reconciliation to the government-wide financial statements.

(Continued)
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PRESIDIO COUNTY, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Receivables: All receivables are reported at their gross value and, where appropriate, are reduced by the estimated
portion that is expected to be uncollectible. The allowance for doubtful accounts is based on management's
assessment of the collectability of specific customer accounts, the aging of the accounts receivable, historical
experience, and other currently available evidence. In the government-wide and governmental fund financial
statements, delinquent property taxes are recorded as revenue when levied net of estimated refunds and
uncollectible amounts.

Property Taxes: The County’s annual ad valorem property tax is required to be levied by October 1%, or as soon
thereafter as practicable, on the assessed value listed as of the prior January 1 for all real and certain personal
property. Taxes are due on January 31st of the year following the year of the levy before penalties and interest are
assessed.

All taxes are assessed based on 100% of the appraised value of the property. The State Constitution and County
Charter set a maximum tax rate per $100 valuation of $.80. Although there is no debt limit or margin set by State
Law or County Charter, the Attorney General of Texas does not approve more than $.40 of overall tax to be
dedicated to secure debt service. The tax rate during 2018 was $0.63734 per $100 valuation.

The Texas Property Tax Code (Code), with certain exceptions, exempts intangible personal property, household
goods, and family-owned automobiles from taxation. In addition, the Code provides for the establishment of
county-wide appraisal districts. Since January 1, 1983, the appraisal of property within the County has been the
responsibility of the county-wide appraisal district.

The appraisal district is required under the Code to appraise all taxable property within the appraisal district on the
basis of 100% of its appraised value and is prohibited from applying any assessment ratios. The value of real
property within the appraisal district must be reviewed every four years; however, the County may, at its own
expense, require annual reviews of appraised values. The County may challenge appraised values established by
the appraisal district through various appeals and, if necessary, legal action.

The County Tax Office collects County property taxes for the County and five other local governments. At the end
of the year, tax receivables represent delinquent and current year uncollected taxes. Major tax payments are
received December through April and are recognized as revenue in the year received. Delinquent tax payments,
received throughout the year, are recognized as revenue in the year received.

Inventories: The County reports fuel for the airport at cost.

Capital Assets : Capital assets are reported in the government-wide financial statements and the enterprise fund.
Capital assets are defined by the County as assets with an estimated useful life in excess of one year and $500.
Such assets are recorded at historical cost or estimated historical cost if purchased or constructed. Donated capital

assets are recorded at acquisition value at the date of the receipt. The costs of normal maintenance and repairs that
do not add to the value of the asset or materially extend asset lives are not capitalized.

(Continued)
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PRESIDIO COUNTY, TEXAS
NOTES TO THE BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Major outlays for capital assets and improvements are capitalized as projects are constructed. No interest was
included as part of the cost of capital assets under construction.

Impairment of assets takes place when the fair value of the long-term asset is below its book (carrying) value. The
impairment loss is recorded only when the carrying value of the asset is not recoverable and exceeds its fair value.

The County does not have any impaired assets as of September 30, 2018.

Depreciation on all assets is provided on the straight-line basis over the following estimated useful lives:

Buildings 20-40 years
Building restoration 30 years
Machinery and equipment 3-15 years
Improvements 10-30 years
Other Infrastructure 10-50 years

GASB Statement No. 34 requires the County to report and depreciate new infrastructure assets. Infrastructure assets
include roads, bridges, underground pipe (other than related to utilities), etc. These infrastructure assets are not
expected to represent a significant class of assets in the County since the County has no significant improved roads
or bridges. Neither their historical cost nor related depreciation has historically been reported in the financial
statements. The retroactive reporting of infrastructure is subject to an extended implementation period and is first
effective for fiscal years ending in 2008. The County elected in prior years to implement the general provisions of
GASB Statement No. 34 and implement the infrastructure provisions for infrastructure investments occurring
subsequent to January 1, 2002. The most significant infrastructure assets capitalized to date include the airport
runway reconstruction and improvements and street and levee improvements.

Compensated Absences - The County accrues accumulated unpaid vacation leave and associated employee-related
costs when earned (or estimated to be earned) by the employee. The timing of the payments of accrued vacation
unused at year end is determinable and therefore is recorded for governmental and proprietary funds statements.
As of September 30, 2018, total accrued vacation and compensated absences was $176,036. Sick leave benefits
accrue based on years of service and are not required to be paid upon an employee’s termination.

(Continued)
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Long-term Obligations: In the government-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the governmental activities statement of net position. For bonds issued after
GASB 34 was implemented, bond premiums and discounts are deferred and amortized over the life of the bonds
using the effective interest method. For fund financial reporting, bond premiums and discounts are recognized in
the period the bonds are issued. Bond proceeds are reported as other financing source, net of the applicable
premium or discount. Issuance costs, even if withheld from the actual net proceeds received, are reported as debt
service expenditures.

Deferred inflow of resources: 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. Revenue must be susceptible to accrual (measurable and
available to finance expenditures of the current fiscal period) to be recognized. If assets are recognized in
connection with a transaction, but those assets are not yet available to finance expenditures of the current fiscal
period, then the assets must be offset by a corresponding liability for deferred inflows of resources. The
government has one type of item, which arises only under a modified accrual basis of accounting, that qualifies for
reporting in this category which is unavailable revenue related to property taxes. The amount is deferred and
recognized as an inflow of resources in the period that the amount becomes available. The County has recorded
$1,058,411 of unavailable revenue related to property taxes.

Net Position: Net position is classified and displayed in three components:

a. Net investment in capital assets: Consists of capital assets, net of accumulated depreciation and reduced by
the outstanding balances of any bonds, notes, or other borrowings that are attributable to the acquisition,
construction, or improvement of those assets.

b. Restricted net position: Consist of net position with constraints placed on the use either by (1) external
groups such as creditors, grantors, contributors, or laws or regulation of other governments; or (2) law
through constitutional provisions or enabling legislation.

c. Unrestricted net position: Consists of the net amount of assets, liabilities, deferred outflows of resources, and
deferred inflows of resources that are not included in the determination of net investment in capital assets

or the restricted components of net position.

When an expense is incurred for purposes for which both restricted and unrestricted net position are available,
the County considers restricted resources to have been spent first.

(Continued)
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Fund Balance Classification Policies and Procedures: If applicable, the County reports the following fund
balance categories to make the nature and extent of the constraints placed on government’s fund balances more
transparent. The following classifications describe the relative strength of the spending constraints:

Non-spendable fund balance classification includes amounts that cannot be spent because they are either (a)
not in spendable form or (b) legally or contractually required to be maintained intact. The "not in spendable
form" criterion includes items that are not expected to be converted to cash, for example, inventories and
prepaid amounts. It also includes amounts to be held in perpetuity. At September 30, 2018, the County had
$61,121 in nonspendable fund balance related to inventories and prepaids.

Restricted fund balance classification includes funds with constraints placed on the use of resources are
either (a) externally imposed by creditors (such as through debt covenants), grantors, contributors, or laws
or regulations of other governments; or imposed by law through constitutional provisions or enabling
legislation.

Enabling legislation, as the term is used in this Statement, authorizes the government to assess, levy, charge,
or otherwise mandate payment of resources (from external resource providers) and includes a legally
enforceable requirement that those resources be used only for the specific purposes stipulated in the
legislation. Legal enforceability means that a government can be compelled by an external party-such as
citizens, public interest groups, or the judiciary-to use resources created by enabling legislation only for the
purposes specified by the legislation.

The following amounts are classified as restricted as of September 30, 2018:

Various programs $ 143,593
Retirement of Debt 166,200
Total $ 309,793

Committed fund balances include amounts that can only be used for specific purposes pursuant to constraints
imposed by court resolution/formal action of the commissioners’ court which is the government’s highest
level of decision-making authority. The County's highest level of decision-making authority is
Commissioner’s Court. These amounts can only be re-allocated by the same formal action that was taken
to originally commit those amounts. At September 30, 2018, the County did not have any committed fund
balance.

Assigned fund balances include amounts that are constrained by the government’s intent to be used for
specific purposes, but are neither restricted nor committed. Intent is expressed by (a) the commissioners’
court action or (b) by a county judge who is the official delegated by the commissioners’ court with the
authority to assign amounts to be used for specific purposes. At September 30, 2018, the County did not
have any assigned fund balance.
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« Unassigned fund balance is the residual classification for the general fund. This classification represents fund
balance that has not been assigned to other funds and that has not been restricted, committed, or assigned to
specific purposes within the general fund.

¢  Minimum Fund Balance Policies - The County does not have a minimum fund balance policy.

*  Encumbrances - The County does not encumber or reserve an appropriation for future expenditures.
Appropriations lapse at fiscal year end and must be appropriated in the next fiscal year budget.

When an expenditure is incurred for purposes for which both restricted and unrestricted fund balance is available,
the County considers restricted funds to have been spent first. When an expenditure is incurred for which
committed, assigned, or unassigned fund balances are available, the County considers amount to have been spent
first out of committed funds, then assigned funds, and finally unassigned funds, as needed, unless the
Commissioner’s Court has provided otherwise in its budget or its commitment or assignment actions.

Budgets and Budgetary Accounting: The County is required by the Texas Constitution to adopt an annual
balanced budget. The County officially adopts the annual budget ordinance and all project ordinances and has the
authority to amend such ordinances. All budgets are prepared on the modified accrual basis of accounting as
required by Texas Law.

Use of Estimates: The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those estimates. The
significant estimates presented in the County’s financial statements are the allowances for uncollectible receivables
and the remaining useful lives on capital assets.

Pensions: For purposes of measuring the net pension asset or net pension liability, deferred outflows of resources
and deferred inflows of resources related to pensions, and pension expense, information about the Fiduciary Net
Position of the Texas County and District Retirement System (TCDRS) and additions to/deductions from TCDRS
have been determined on the same basis as they are reported by TCDRS. For this purpose, plan contributions are
recognized in the period that compensation is reported for the employee, which is when contributions are legally
due. Benefit payments and refunds are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.
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Deposit Risk - As of September 30, 2018, the carrying amount of the County’s deposits held in one depository bank
was $5,170,579 for the primary government and $250,941 for trust and agency funds and the balances per bank
totaled $5,697,906 with differences being attributed to items in transit. Of the bank balances at year end, $250,000
of the County’s deposits were insured by the Federal Deposit Insurance Corporation. The bank has also pledged
bank-owned securities with market values of $8,639,403 at September 30, 2018 to secure deposits in excess of
FDIC insurance. Deposits secured by securities pledge to the County but held by a third party agent of the bank,
in the County’s name are considered unsecured for financial reporting purposes.

Pooled Cash-The County operates three pooled accounts, a primary checking account, a payroll checking
account and an interest-bearing money market account, to accomplish cash transactions for anumber of funds
and sub-funds.

Commissary Funds - The County operates one commissary cash account for the jail facility. The cash
balance at September 30, 2018 is $80,216.

Inmate Trust Funds - The County maintains four bank accounts in which they deposit inmate trust funds.
The cash balance at September 30, 2018 is $39,969.

Agency Trust Funds - The District Clerk maintains fifteen bank accounts as agency trust funds. The cash
balances at September 30, 2018 is $210,972.

NOTE 3 - RECEIVABLES

Receivables consist of the following at September 30, 2018:

Allowance for

Uncollectible
Gross Accounts Net

Governmental Activities

Taxes $ 1,176,012 $ (117,601) $ 1,058,411

Other Governments 139,438 - 139,438

Others 555 - 555
Total Governmental Activities $ 1,316,005 $ (117,601) $ 1,198,404
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Interfund balance are the result of normal operations and are cleared out periodically. Management intends to pay
out these balances within one year. Interfund balance at September 30, 2018 consisted of the following:

Due from Due to
Other Funds Other Funds

General Fund:

General Fund $ 7,020 $ 10,570

Jail Fund 292,519 -
Total General Fund 299.539 10,570
Debt Service:

General Fund 9,376 -
Other Funds:

General Fund 1,194 7,020
Jail Fund:

General Fund - 292,519
Total $ 310,109 $ 310,109

Interfund transfers generally fall within two categories: (1) transfers to cover debt service payments to comply with
debt covenants, and (2) transfers to charge other funds fees or a permanent reallocation of resources. During the
year ended September 30, 2018, the enterprise fund (Jail Fund) transferred $1,340 to the general fund for payment
on the lease of the telephone system used by the enterprise fund.
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A summary of changes in capital asset for the governmental activities for the year ended September 30, 2018
follows:

Restated
Balance at Balance at
9/30/2017 Additions Deletions 9/30/2018
Governmental
Capital assets, not depreciated:
Land $ 1,027,773 $ - $ - $ 1,027,773
Construction in Progress 14,879 - - 14,879
Capital assets, depreciated:
Buildings, Improvements and -
Infrastructure 13,158,295 - 13,158,295
Machinery and Equipment 5,970,821 357,780 - 6,328,601
Totals at Historical Cost 20,171,768 357,780 - 20,529,548
Less Accumulated Depreciation
Accumulated Depreciation (11,269,293) (640,576) - (11,909.,869)
Total Accumulated Depreciation (11,269,293) (640,576) - (11,909.869)
Governmental Capital Assets, Net $ 8902475 $  (282,796) $ - $ 8,619,679

Depreciation expense was charged to the functions of the governmental activities of the primary of the primary
government as follows:

Governmental Activities:

General Government $ 130,611

Judicial 22,087

Public Safety 166,066

Public Works 269,732

Culture and Recreation 52,080

Total depreciation expense-governmental activities _$ 640,576
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A summary of changes in capital assets for the business-type activity for the year ended September 30, 2018
follows:

Restated
Bala