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April 11,2014

The Honorable District Judges

Joel Johnson, 156™ Judicial District
Starr Bauer, 36" Judicial District
Janna Whatley, 343" Judicial District

The Honorable Commissioners’ Court, Bee County, Texas
David Silva, County Judge

Carlos Salazar, County Commissioner, Precinct 1

Dennis DeWitt, County Commissioner, Precinct 2

Eloy Rodriguez, County Commissioner, Precinct 3

Ken Haggard, County Commissioner, Precinct 4

The Citizens of Bee County
Ladies, Gentlemen, and Citizens:

State law requires that all general-purpose local governments publish within six months of the close of
each fiscal year a complete set of financial statements presented in conformity with Generally Accepted
Accounting Principles (GAAP) and audited in accordance with generally accepted auditing standards by a
firm of licensed certified public accountants. Pursuant to that requirement, the Comprehensive Annual
Financial Report of Bee County for fiscal year ending September 30, 2013 is hereby issued.

This report consists of management’s representations concerning the finances of Bee County.
Consequently, management assumes full responsibility for the completeness and reliability of all the
information presented in this report. To provide a reasonable basis for making these representations,
management of Bee County has established a comprehensive internal control framework that is designed
both to protect the government’s assets from loss, theft, or misuse and to compile sufficient reliable
information for the preparation of Bee County’s financial statements in conformity with GAAP. Because
the cost of internal controls should not outweigh their benefits, Bee County’s comprehensive framework
of internal controls has been designed to provide reasonable rather than absolute assurance that the
financial statements will be free from material misstatement. As financial management, we assert that, to
the best of our knowledge and belief, this financial report is complete and reliable in all material respects.

Bee County’s financial statements have been audited by Singleton, Clark & Company, PC, a firm of
licensed certified public accountants. The goal of the independent audit was to provide reasonable
assurance that the financial statements of Bee County for fiscal year ending September 30, 2013, are free
of material misstatement. The independent audit involved examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements; assessing the accounting principles used and
significant estimates made by management; testing the compliance of self imposed policies, and
evaluating the overall financial statement presentation. The independent auditor concluded, based upon
the audit, that there was a reasonable basis for rendering an unmodified opinion that Bee County’s
financial statements for the fiscal year ended September 30, 2013, are fairly presented in conformity with
GAAP. The independent auditors’ report is presented as the first component of the financial section of
this report.



The independent audit of the financial statements of Bee County was part of a broader, federally
mandated “Single Audit” designed to meet the special needs of federal and state grantor agencies. The
standards governing Single Audit engagements require the independent auditor to report not only on the
fair presentation of the financial statements, but also on the audited government’s internal controls and
legal requirements involving the administration of federal and state awards. These reports have been
issued separately from this Comprehensive Annual Financial Report.

GAAP requires that management provide a narrative introduction, overview, and analysis to accompany
the basic financial statements in the form of Management’s Discussion and Analysis (MD&A). This
letter of transmittal is designed to complement MD&A and should be read in conjunction with it. Bee
County’s MD&A can be found immediately following the report of the independent auditors.

Profile of Bee County

Bee County is in the Rio Grande plain of south central Texas, fifty miles northwest of Corpus Christi and
146 miles southeast of Austin. It is bordered on the north by Karnes and Goliad counties, on the east by
Refugio County, on the south by San Patricio County, and on the west by Live Oak County. Beeville is
the county’s largest town and seat of government. An airport built in 1966 serves Beeville and the
surrounding region.

Bee County covers 866 square miles that slope gently to the coast. The elevation ranges from 200 to 300
feet. Geologically northern Bee County is in the Rio Grande embayment; the Lissie and Beaumont
formations extend into the southern part of the county to form a broad, flat, and fertile plain. Blanco,
Medio, and Aransas creeks and their tributaries, which flow in a southeasterly direction, drain the county.
The southwest corner of the county has cracking clayey soils or loamy surfaces with cracking clayey
subsoils. The northern two-thirds of the county has dark, alkaline soils, with loamy surface layers and
cracking clayey subsoils, while the remainder of the county has light-colored acidic soils, with loamy
surface layers and cracking clayey subsoils. Between 41 to 50 percent of the land in the county is
considered prime farmland.

Bee County was established shortly after the settlement of the Cart War, which originated ten miles east
of the site of Beeville. The county, named for Barnard E. Bee, Sr., was formed from San Patricio, Goliad,
Refugio, Live Oak, and Karnes counties on December 8, 1857, and officially organized on January 25,
1858, when the first officers were elected. Beeville, the first county seat, was on Medio Creek, near
Medio Hill, where the first post office had been established in 1857. In 1860 Maryville became the
county seat; this community was later designated Beeville-on-the-Poesta to distinguish it from the former
county seat.

Bee County is a public corporation and political subdivision of the State of Texas. The county seat is the
City of Beeville. The general governing body of the County is the elected five-member Commissioners’
Court in accordance with Article 5, Paragraph 18 of the Texas Constitution.

Commissioners serve four year staggered terms, two members elected every two years. The county judge

is elected at large to serve a four-year term. Therefore, the Court makes decisions and imposes policies to
benefit the entire County of Bee and the citizens therein.
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The Commissioners’ Court sets the tax rates, establishes policies for the County operations, approves
contracts for the County, and develops and adopts the County budget within the resources as estimated by
the county auditor. The Commissioners’ Court is also responsible for development of policies and orders,
approving financial commitments and appointment of various department heads. The management and
leadership provided by members of the Commissioners’ Court and the elected and appointed officials of
other departments are crucial to the success of the County’s financial management and growth.

The county auditor has responsibilities for prescribing the systems and procedures for handling the
finances of the County and “examining, auditing, and approving” all disbursements from County funds
prior to their submission to the Commissioners’ Court for approval. The county auditor is appointed by
the council of district judges for a two year term.

The County provides many varied services for the public it serves. These services include operation of
the district, county and justices of the peace judicial systems, voting operations for national, state and
some local elections, maintenance on and construction of county owned roads and bridges, recording
functions relating to property rights and vital statistics, operation of the law enforcement agencies (sheriff
and constables), operation of the county jail, assistance to indigents, the provision of juvenile health and
education and welfare services involving the care and correction of dependent or delinquent children as
well as property tax collections for multiple agencies.

The annual budget serves as the foundation for the County’s financial planning and control. All
departments of the County are required to submit requests for appropriation to the county auditor on or
before May 31 of each year. The county auditor uses these requests as the starting point for developing a
base line budget, without any tax increases. The county auditor then presents this base line budget to the
Commissioners” Court for review prior to July. The Commissioners’ Court holds several budget
workshops to discuss priorities or meet with department heads. A copy of the proposed budget is filed
with the county clerk, county auditor, and posted on official county website. The Commissioners’ Court
then must hold a public hearing on a day within seven calendar days after the date the proposed budget is
filed, but before September 30™ of the current year. The Commissioners’ Court must take action on the
proposed budget at the conclusion of the public hearing.

The Commissioners’ Court may levy taxes only in accordance with the budget. After final approval of
the budget, the Commissioners’ Court may spend County funds only in strict compliance with the budget,
except in any emergency. The Commissioners’ court may authorize an emergency expenditure as an
amendment to the original budget only in case of grave public necessity to meet an unusual and
unforeseen condition that could have been included in the original budget through the use of reasonable
diligent thought and attention. If the court amends the original budget to meet an emergency, the court
must file a copy of its order amending the budget with the County Clerk and the clerk shall attach the
copy to the original budget. Only the Commissioners’ Court may amend the budget and shift funds from
one budget account to another.

The original budget is adopted by Commissioners’ Court. Amendments are made during the year and
approved by Commissioners’ Court. The budget should not be exceeded in any expenditures category
under state law. The budget was amended to reflect as closely as possible revenues and expenditures for
the twelve-month period. Certain categories exceeded the budget estimates. These variances were due to
the fluctuations in revenues and expenditures as opposed to the prorated budget estimates. Budget-to-
actual comparisons are provided in this report for each individual governmental fund for which an
appropriated annual budget has been adopted.
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The County Judge is, by statute, the Budget Officer of the County. He usually requests and relies on the
assistance of the County Auditor to prepare the annual budget. After being furnished budget guidelines
by Commissioners’ Court, the County Judge, with the help of the County Auditor, prepares an estimate of
revenues and a compilation of requested departmental expenditures and submits this data to
Commissioners’ Court. The County’s legally adopted budget is at the function level. For internal
management purposes, the budgets are detailed by line-item and entered into the accounting records.
Comparisons of actual expenditures to budget are made on an ongoing basis. Formal budgetary
integration is not employed for Capital Project Funds because of budgetary control achieved through
legally binding contracts. Budgetary integration is not employed for the internal service fund because
expenses are not controllable by management.

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is considered
from the broader perspective of the specific environment within which the County operates. The risk of
large unfunded unforeseen expenses is reduced by the County since insurance coverage is obtained
through a private insurance company against catastrophic losses to infrastructure or property. The County
elected to self-insure its group health insurance and carries individual stop-loss and aggregate claims stop-
loss policies on group health insurance claims to minimize risk. The County provides retirement,
disability, and death benefits for all of its regular employees through a nontraditional defined benefit
pension plan administered by the Texas County and District Retirement System (TCDRS).

Local Economy

The County currently enjoys a favorable economic environment and local indicators point to economic
growth. The region has a varied industrial base that adds to the relative stability of employment. Despite
the negative revenue trends for other state and local governments in the nation, Bee County has
experienced a stable increase in sales tax, real property tax collections and significant increases in the
market value of real property and minerals. The positive impact that various companies of the Eagle Ford
Shale oil and gas development has proven to be an indicator of economic growth in Bee County.

Policy Impact

The Commissioners’ Court has adopted a formal investment policy for the County and designated the
county auditor as the County’s investment officer. The general objectives set forth in the policy provide
for financial security and optimum liquidity of County funds while achieving the maximum yield on
funds invested and maximum levels of invested funds.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to Bee County for its Comprehensive
Annual Financial Report (CAFR) for the fiscal year ended September 30, 2012. The Certificate of
Achievement is a prestigious national award recognizing conformance with the highest standards for
preparation of state and local government financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable

and efficiently organized CAFR, whose contents conform to program standards. The CAFR must satisfy
both accounting principles and applicable legal requirements.
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A Certificate of Achievement is valid for a period of one year only. The County has received a
Certificate of Achievement for the last twenty-two years (fiscal year ended 1991 through 2012). We
believe the current report continues to conform to the Certificate of Achievement program requirements
and is submitted to the GFOA.

The State Comptroller’s Office re-issued Bee County the Texas Comptroller Gold Leadership Circle on
February 14, 2013 for the second year in a row for setting the bar in financial transparency and opening
the books to the public via an official Bee County website. The program recognizes local governments
across Texas that are striving to meet a high financial transparency online by providing citizens with a
clear, consistent, picture of spending and sharing information in a user-friendly format.

The presentation of the CAFR could not have been accomplished without the efficient and dedicated
services of the staff at the County Auditor’s office. Appreciation is extended to the Commissioners’
Court, District Judges, county officials, and all county employees who have given their support in
planning and conducting the financial operations of the County.

Respectfully submitted,

-7 r_'jz, J Mj I A
David Silva April A. Cantu

Bee County Judge Bee County Interim County Auditor
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INDEPENDENT AUDITORS’ REPORT

Honorable County Judge and Members of Commissioners’ Court
Bee County, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, proprietary
activities, each major fund, and the aggregate remaining fund information of Bee County, Texas (the
“County”) as of and for the year ended September 30, 2013, 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 and
the standards applicable to financial statements contained in Government Auditing Standards issued by
the Comptroller General of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free 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 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 audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, proprietary activities, each major fund, and
the aggregate remaining fund information of the County as of September 30, 2013, 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.
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Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis section and schedule of funding progress 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 no provide us with
sufficient evidence to express an opinion or provide any assurance.

Other 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 introduction section, combining and individual
fund financial statements and supplemental schedules, and statistical section are presented for purposes of
additional analysis and are not a required part of the basic financial statements.

The combining and individual fund financial statements and supplemental schedules are the responsibility
of management and were derived from and relate directly to the underlying accounting and other records
used to prepare the basic financial statements. Such 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 or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the combining and individual fund financial statements are fairly stated, in all
material respects, in relation to the basic financial statements as a whole. The introductory and statistical
sections have not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion or provide any assurance on them.

Singleton, Clark & Company, P.C.
Austin, Texas

April 11,2014
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BEE COUNTY, TEXAS
MANAGEMENT’S DISCUSSION & ANALYSIS
SEPTEMBER 30, 2013

As management of the Bee County, Texas, we offer readers of the County’s financial statements this
narrative overview and analysis of the financial activities of the County for the fiscal year ended
September 30, 2013. We encourage readers to consider the information presented here in conjunction
with additional information that we have furnished in our letter of transmittal, which can be found on
pages i-v of this report.

Financial Highlights

* The assets of Bee County, Texas exceeded its liabilities and deferred inflows at the close of the
most recent fiscal year by $43,588,730 (net position). Of this amount, $4,005,525 represents
unrestricted net position, which may be used to meet the government’s ongoing obligations to
citizens and creditors.

* Bee County, Texas’s total net position increased by $254,115 as a result of current operations.
However, a prior period adjustment to capital assets to properly state the estimated value of the
County’s roads reduced net position by $6,386,339.

* At the close of the current fiscal year, the Bee County, Texas’s governmental funds reported
combined fund balances of $9,753,161, an increase of $1,518,054 in comparison with the prior
year. In addition, a prior period adjustment increased fund balances by $479,286. Approximately
39.3% of this amount, or $3,839,094 is available for spending at the government’s discretion
(unassigned fund balance).

* At the end of the current fiscal year, unrestricted fund balance (the total of the committed,
assigned, and unassigned components of fund balance) for the general fund was $3,839,094, or
approximately 48.1% of total general fund expenditures.

Overview of the Financial Statements

The discussion and analysis provided here is 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 furnish additional detail to
support the basic financial statements themselves.

Government-wide Financial Statements. The 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 net 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 occurs, 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 earned but unused vacation leave).



BEE COUNTY, TEXAS
MANAGEMENT’S DISCUSSION & ANALYSIS
SEPTEMBER 30, 2013

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). The governmental activities of the County include general government, public safety, public
works, judicial, public facilities, health and welfare, highways and streets, culture and recreation, and
conservation and development.

The government-wide financial statements can be found on pages 12-13 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, proprietary funds, and fiduciary funds.

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

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

The County maintains forty-five individual governmental funds. Information is presented separately in
the governmental fund balance sheet and in the governmental fund statement of revenues, expenditures,
and changes in fund balances for the general fund, the healthcare fund I, the healthcare fund II and the
headstart fund, which are considered to be major funds. Data from the other forty one governmental funds
are combined into a single aggregated presentation. Individual fund data for each of these nonmajor
governmental funds is provided in the form of combining statements in the combining and individual
fund statements and schedules section of this report.

The County adopts an annual appropriated budget for its general fund, healthcare fund I, healthcare fund
II, headstart fund, district clerk records management fund, county clerk records management fund,
hava/election fund, courthouse security fund, road & bridge fund, special road tax fund, farm to market
lateral road fund, county records management fund, district attorney fund, abandoned vehicle fund, law
library fund, victims assistance fund, county attorney check collection fund, and debt service fund. A
budgetary comparison statement has been provided for the general fund, healthcare fund I, healthcare
fund II, and headstart fund to demonstrate compliance with this budget. The remaining funds have
budgetary comparison schedules presented.

The basic governmental fund financial statements can be found on pages 14-23 of this report.
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Proprietary Funds. The County has the option of maintaining two different types of proprietary funds.
Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The County is not currently utilizing an enterprise fund. Internal
service funds are an accounting device used to accumulate and allocate costs internally among a County’s
functions. The County is currently utilizing two internal service funds. 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.

Proprietary funds provide the same type of information as the government-wide financial statements, only
in more detail. The proprietary fund financial statements provide separate information for the group
insurance service and fuel service funds.

The basic proprietary fund financial statements can be found on pages 24-26 of this report.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of parties outside
of the government. Fiduciary funds are not 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 proprietary funds.

The County maintains one type of fiduciary fund. The Agency Fund reports resources held by the County
in a custodial capacity for individuals, private organizations and other governments.

The fiduciary fund financial statements can be found on page 27 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 28-51 of this report.

Other Information. In addition to the basic financial statements and accompanying notes, this report also
presents required supplementary information concerning the County’s progress in funding its obligation
to provide pension benefits to its employees. Required supplementary information can be found on page
52 of this report. The combining statements referred to earlier in connection with nonmajor governmental
funds and internal service funds are presented immediately following the required supplementary
information on pensions.

Combining and individual fund statements and schedules can be found on pages 53-70 of this report.
Government-wide Overall Financial Analysis
As noted earlier, net position over time, may serve as a useful indicator of a government’s financial

health. In the case of the Bee County, Texas, assets exceeded liabilities by $43,588,730 at the close of the
most recent fiscal year.
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Bee County, Texas’s Net Position

Governmental Governmental

Activities Activities
2013 2012 Change
Current & other assets $ 25,009,397 $23,882,536 $ 1,126,861
Capital assets 39,473,325 48,052,138 (8,578,813)
Total assets $ 64,482,722  $71,934,674 $ (7,451,952)
Current liabilities $ 997,757 $ 1,075,807 $ (78,050)
Long-term liabilities 6,563,191 6,980,163 (416,972)
Deferred inflows 13,333,044 14,157,750 (824,706)

Total liabilities and deferred inflows 20,893,992 22,213,720 (1,319,728)

Net Position

Net investment in capital assets 33,193,325 41,322,138 (8,128,813)
Restricted 6,389,880 4,623,771 1,766,109
Unrestricted 4,005,525 3,775,045 230,480

Total g
otalnet position $43,588,730  $49,720954 $ (6,132,224)

By far, the largest portion of the County’s net position (76.1%) reflects its investment in capital assets
(e.g., land, buildings, machinery, equipment, vehicles, and infrastructure), less any related outstanding
debt that was used to acquire those assets. The County uses these capital assets to provide a variety of
services to its citizens. Accordingly, these assets are not available for future spending. Although the
County’s investment in capital assets 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 to liquidate these liabilities.

An additional portion of the County’s net position (14.7%) represents resources that are subject to
external restrictions on how they may be used. The remaining balance of $4,005,525 is unrestricted and
may be used to meet the government’s ongoing obligations to 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 governmental activities. The same situation held true for the prior fiscal year.

The County’s overall net position decreased by $6,132,224 from the prior fiscal year. The reasons for this
overall decrease are discussed in the following sections for governmental activities.
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Governmental Activities. During the current fiscal year, net position for governmental activities
decreased $6,132,224 from the prior fiscal year for an ending balance of $43,588,730. While the current
recession certainly had an impact on the Bee County, Texas, management was able to take various actions
delaying certain nonrecurring expenses and reducing expenses related to non-essential ongoing programs
that neutralized its effect on governmental activities. The decrease in the overall net position of
governmental activities is the result of a prior period adjustment to correctly state capital asset roads.

Bee County, Texas’s Changes in Net Position

Revenues:
Program Revenues:

Charges for services

Operating grants & contributions
General Revenues:

Property taxes

Other taxes

Other

Total revenue

Expenses:
General government
Public safety
Public works
Judicial
Public facilities
Health and welfare
Highways and streets
Culture and recreation
Conservation and development
Interest on long-term debt

Total expenses

Increase (decrease) in net position

Net position - beginning
Prior period adjustment
Net position - ending

Governmental Governmental

Activities Activities
2013 2012 Change
$ 2,154937 $ 2,186,201 $ (31,264)
6,614,801 6,101,666 513,135
5,254,944 7,681,657 (2,426,713)
2,150,977 26,481 2,124,496
3,538,037 3,103,642 434,395
19,713,696 19,099,647 614,049
3,023,152 2,263,801 759,351
4,213,093 3,676,394 536,699
1,102,510 904,515 197,995
1,569,256 1,550,319 18,937
930,165 399,157 531,008
410,416 6,649,993 (6,239,577)
7,712,280 1,603,858 6,108,422
214,976 65,795 149,181
75,494 197,846 (122,352)
208,239 412,700 (204,461)
19,459,581 17,724,378 1,735,203
254,115 1,375,269 (1,121,154)
49,720,954 48,338,201 1,382,753
(6,386,339) 7,484 (6,393,823)

$ 43,588,730  $ 49,720,954

$ (6,132,224)
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Financial Analysis of Governmental Funds

As noted earlier, the County uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

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 government’s net resources available for discretionary use as they represent the portion of fund balance
which has not yet been limited to use for a particular purpose by either an external party, the County
itself, or a group or individual that has been delegated authority to assign resources for use for particular
purposes by the Commissioner’s.

At September 30, 2013, the County’s governmental funds reported combined fund balances of
$9,753,161, an increase of $1,997,340, of which $479,286 was a prior period adjustment, in comparison
with the prior year. Approximately 39.3% of this amount ($3,839,094) constitutes wunassigned fund
balance, which is available for spending at the government’s discretion. The remainder of the fund
balance is either nonspendable, restricted, committed, or assigned to indicate that it is 1) not in spendable
form (8$0), 2) legally required to be maintained intact ($0), 3) restricted for particular purposes
($5,904,622), 4) committed for particular purposes ($9,445), or 5) assigned for particular purposes ($0).

The general fund is the chief operating fund of the County. At the end of the current fiscal year,
unassigned fund balance of the general fund was $3,839,094, while total fund balance decreased to
$3,839,094. As a measure of the general fund’s liquidity, it may be useful to compare both unassigned
fund balance and total fund balance to total general fund expenditures. Unassigned fund balance
represents approximately 48.1 percent of total general fund expenditures, while total fund balance
represents approximately 48.1 percent of that same amount.

The fund balance of the County’s general fund increased by $314,640 during the current fiscal year. In
addition, the general fund had a prior period adjustment of $440,530. As discussed earlier in connection
with governmental activities, the increase was due to a prior period adjustment to accrue 60 days of sales
and mixed drink taxes and additional revenue sources that were not budgeted for exceeding expenditures.

The Healthcare Fund I, a major fund, had a $505,438 increase in fund balance during the current fiscal
year which put the overall fund balance of $4,251,674. The fund reports a restricted fund balance of
$4,251,674 for use in health and welfare services.

The large increase in fund balance was caused mainly by the payment of the lease by the hospital and
very little expenditures.

The Healthcare Fund II, a major fund, had a $97,335 decrease in fund balance during the current fiscal
year and a prior period adjustment of $11,059 which put the overall fund balance of $2,878. The fund
reports a restricted fund balance of $2,878 for use in health and welfare services.

The large decrease in fund balance was caused mainly by the expenditures exceeding the lease payment
revenue.
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The Headstart Fund, the remaining major governmental fund, had an increase in fund balance during the
current year of $159,312 and a prior adjustment of ($22,495) to bring the year end fund balance to
$17,465. The increase was due to grant revenues not being presented correctly in the prior year.

Proprietary Funds. The Bee County, Texas’s proprietary funds provide the same type of information
found in the government-wide financial statements, but in more detail.

Restricted net position of the Group Insurance Service at the end of the year was $541,408 and
unrestricted net position for Fuel Service was $90,377 The total growth in net position for both funds was
$99,873 and $6,704, respectively. As noted earlier in the discussion of proprietary activities, the increase
for the Group Health Insurance was due to claims being less than premiums and the increase in fuel
service was due to fuel used by other entities.

General Fund Budgetary Highlights

Original budget compared to final budget. During the year there was no need for any significant
amendments to increase either the original estimated revenues or original budgeted appropriations.
However, there was a need to make an amendment to reallocate appropriations among departments when
it became clearer which departments would actually be charged for certain employee benefits such as
pensions and other postemployment benefits. Generally, the movement of the appropriations between
departments was not significant. The exception was the appropriation for the non-departmental
department in the general government function which was increased by $81,038, the correctional facilities
department in the public safety function which was increased by $38,392, the public assistance
department in the health and welfare function which was increased by $37,323, and the capital outlay
function increased by $343,196.

Capital Assets and Debt Administration

Capital assets. The County’s investment in capital assets for its governmental as of September 30, 2013,
amounts to $39,473,325 (net of accumulated depreciation). This investment in capital assets includes
land, buildings, machinery, equipment, vehicles, roads, highways, and bridges. The total decrease in
capital assets for the current fiscal year was approximately 17.8%.

Bee County, Texas’s Capital Assets

Governmental Governmental

Activities Activities
2013 2012 Change
Land $ 292,638 § 292,638 $ -
Buildings 35,166,919 35,114,218 52,701
Furniture and Equipment 6,601,094 6,394,018 207,076
Infrastructure 25,062,147 30,298,837 (5,236,690)
Total 67,122,798 72,099,711 (4,976,913)
Less Accumulated Depreciation (27,649,473) (24,047,573) (3,601,900)

Capital assets, net of depreciation $§ 39473325 § 48,052,138 $§  (8,578,813)
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Additional information on the Bee County, Texas’s capital assets can be found in Note IV.D on page 41
of this report.

Long-term Debt. At the end of the current fiscal year, the County had total bonded debt outstanding of
$6,563,191. Of this amount, $6,280,000 is debt backed by the full faith and credit of the government. The

remainder of the Bee County, Texas long-term obligations comprises compensated absences.

Bee County, Texas Outstanding Debt

Governmental Governmental

Activities Activities
2013 2012 Change
General Obligation Bonds $ 6,280,000 $ 6,330,000 $ (50,000)
Certificates of Obligation Bonds - 400,000 (400,000)
Compensated absences 283,191 250,163 33,028
Total $ 6,563,191 § 6,980,163 $ (416,972)

The County’s total debt decreased by $416,972, (5.9 percent) during the current fiscal year. The reason
for the decrease was due to the regularly scheduled principal reductions on the existing outstanding debt.

The County maintains both a “AA” rating from Standard & Poor’s and Fitch Ratings and a “AA” rating
from Moody’s Investors Service for general obligation debt.

Additional information on the County‘s long-term debt can be found in Note IV.L on pages 47-49 of this
report.

Economic Factors and Next Year’s Budgets and Rates

The following economic factors currently affect the County and were considered in developing the 2013-
2014 fiscal year budget.

* A property tax rate decrease of 7.6% to counteract increases in property values which increased the
revenue by 11.9%.

* Increases in the taxable assessed value as a percentage of estimated actual value and resulting increases
in property assessments will continue to affect the County real property tax base.

* Increases in housing prices and sales are expected to continue throughout the fiscal year, further
straining mortgage tax revenues and assessed values.

* Interest rates are expected to remain at record low levels throughout fiscal year 2013-2014.

* Departmental budget reductions were implemented for a few departments and a human resources
department was added.

10
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Requests for Information

This financial report is designed to provide a general overview of the finances of Bee County, Texas for
all those with an interest in the government’s finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to the County
Auditor’s Office, 111 N. St. Mary’s St., Suite 101, Beeville, Texas, 78102.

11
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EXHIBIT A-1
BEE COUNTY, TEXAS
STATEMENT OF NET POSITION
SEPTEMBER 30, 2013

ASSETS

Cash and cash equivalents

Taxes receivable - delinquent

Allowance for uncollectible taxes

Accounts receivable, net

Intergovernmental receivable

Inventories

Prepaid items

Capital assets, not being depreciated:
Land

Capital assets, being depreciated:
Buildings and improvements
Machinery, equipment, and vehicles
Infrastructure
Accumulated depreciation

Total Assets

LIABILITIES

Accounts payable
Accrued salaries and benefits
Claims payable
Intergovernmental payable
Accrued interest payable
Unearned revenue
Other current liabilities
Customer deposits
Noncurrent liabilities :

Due within one year

Due in more than one year

Total Liabilities

DEFERRED INFLOWS OF RESOURCES

Deferred inflows of lease receivable

Total Deferred Inflows of Resources
NET POSITION

Net investment in capital assets
Restricted for health and welfare
Restricted for debt service
Restricted for public safety
Restricted for road/capital projects
Restricted for specific purposes
Unrestricted

Total Net Position

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

Governmental
Activities

$ 9,802,622
328,863

(32,887)

14,136,942

709,785

30,547

33,525

292,638

35,166,919
6,601,094
25,062,147

(27,649,473)

64,482,722

625,003
172,062
45,600
1,543
21,358
79,203
19,574
33,414

455,000
6,108,191

7,560,948

13,333,044

13,333,044

33,193,325
4,771,966
270,307
150,319
766,429
424,859
4,005,525

$ 43,588,730
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EXHIBIT B-1
BEE COUNTY, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2013

Program Revenues Net (Expense)
Operating Primary Government
Charges for  Grants and Governmental
Functions/Programs: Expenses Services Contributions Activities
Primary Government:
Governmental activities:
General government $ 3,023,152 $ 1,745917 $ 1,042,928 $ (234,307)
Public safety 4,213,093 228,027 1,488,029 (2,497,037)
Judicial 1,569,256 133,774 389,397 (1,046,085)
Highway and streets 930,165 - 554,248 (375,917)
Public facilities 410416 - 552,061 141,645
Public works 1,102,510 - - (1,102,510)
Health and welfare 7,712,280 - 144,955 (7,567,325)
Culture and recreation 214,976 47,219 2,416,519 2,248,762
Conservation and development 75,494 - - (75,494)
Interest 208,239 - 26,664 (181,575)
Total primary government $ 19459581 $ 2,154937 $ 6,614,801 (10,689,843)
General Revenues:

Property taxes 5,254,944

General sales and use taxes 2,119,813

Selective sales and use taxes 31,164

Investment earnings 116,938
Gain (Loss) on sale of capital assets (5,470)

Miscellaneous 3,426,569

Total general revenues 10,943,958

Change in Net Position 254,115

Net Position -- Beginning 49,720,954
Prior Period Adjustment (6,386,339)

Net Position -- Ending $ 43,588,730

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

13
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BEE COUNTY, TEXAS
BALANCE SHEET
GOVERNMENTAL FUNDS
SEPTEMBER 30, 2013

General Healthcare Healthcare
Fund Fund I Fund I
ASSETS
Cash and cash equivalents $ 3363459 $ 4245674 $ 67,463
Taxes receivable - delinquent 246,581 - -
Allowance for uncollectible delinquent taxes (24,658) - -
Accounts receivable 564,731 5,934,547 7,404,497
Intergovernmental receivable 22,439 - -
Due from other funds 397,015 - -
Prepaid items 31,944 - -
Total Assets $ 4,601,511 $ 10,180,221 §$§ 7,471,960
LIABILITIES
Accounts payable $ 331,182 $ - $ 64,585
Accrued liabilities 92,858 - -
Intergovernmental payable 1,543 - -
Due to other funds 42,292 - -
Unearned revenue 600 - -
Other current liabilities 19,574 - -
Customer deposits 33,414 - -
Total Liabilities 521,463 - 64,585
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue 240,954 - -
Deferred inflows of lease receivable - 5,928,547 7,404,497
Total deferred inflows of resources 240,954 5,928,547 7,404,497
FUND BALANCES (DEFICITS)
Restricted:
Fund balance - restricted for health and welfare - 4,251,674 2,878
Fund balance - restricted for debt service - - -
Fund balance - restricted for public safety - - -
Fund balance - restricted for road/capital projects - - -
Fund balance - restricted for specific purpose - - -
Committed:
Fund balance - committed for elections - - -
Unassigned 3,839,094 - -
Total Fund Balances 3,839,094 4,251,674 2,878
Total liabilities, deferred inflows, and fund balances $ 4,601,511 $ 10,180221 $ 7,471,960

The notes to the financial statements are an integral part of this statement.
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EXHIBIT C-1

Total Total
Nonmajor Governmental
Headstart Funds Funds

$ 23,409 $§ 1,574487 § 9,274,492

- 82,282 328,863
- (8.229) (32,887)
- 120,360 14,024,135
220,905 466,441 709,785
- 16,758 413,773
- 1,581 33,525

$ 244314 § 2253680 $§ 24,751,686

$ 100,908 § 108,695 § 605,370

40,201 39,003 172,062
] ; 1,543
85,740 311275 439,307
- 78,603 79,203

] - 19,574

- - 33414
226,349 537,576 1,350,473
- 74,054 315,008

] - 13,333,044

- 74,054 13,648,052
17,465 64,414 4336431
- 226,584 226,584

- 150,319 150,319

- 766,429 766,429

] 424,859 424,859

) 9,445 9,445

- 3,839,004

17,465 1,642,050 9,753,161

$ 244314 § 2253680 $§ 24,751,686

15
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EXHIBIT C-1R
BEE COUNTY, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET POSITION
SEPTEMBER 30, 2013

Amounts reported for governmental activities in the statement of net position are different because:
Total fund balances - governmental funds $ 9,753,161

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the funds. 39,473,325

An Internal Service Fund is used by management to charge the costs of health
msurance and fuel to individual funds. The assets and liabilities of the Internal Service

Fund are included in the governmental activities in the statement of net position. 631,785

Other long-term assets, such as uncollected property taxes, are not available to pay for

and, therefore, are reported as unavailable revenue in the funds. 315,008

Long-term liabilities, including bonds payable, are not due and payable in the current
period and, therefore, are not reported in the funds. (6,584,549)

Net position of governmental activities $ 43,588,730

The notes to the financial statements are an integral part of this statement.
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BEE COUNTY, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

General Healthcare Healthcare
Fund Fund I Fund II
REVENUES
Property taxes $ 3904252 § - $ -
General sales and use taxes 2,119,813 - -
Selective sales and use taxes 31,164 - -
Penalties and interest on taxes 65,751 - -
Licenses and permits 4,074 - -
Intergovernmental revenues 394,572 - -
Charges for services 895,811 - -
Fines 266,897 - -
Investment earnings 45,187 49,860 1,769
Rents and royalties 542,332 - -
Miscellaneous revenue 388,283 462,052 439,043
Total revenues 8,658,136 511,912 440,812
EXPENDITURES
Current:
General government 2,064,570 - -
Public safety 3,225,678 - -
Judicial 1,338,197 - -
Highway and streets - - -
Public facilities 351,661 - -
Public works 183,937 - -
Health and welfare 197,100 - 538,147
Culture and recreation 184,200 - -
Conservation and development 64,686 - -
Debt service:
Bond principal - - -
Interest - bonds - - -
Interest - other debt - - -
Capital outlay 363,730 6,474 -
Total expenditures 7,973,759 6,474 538,147
Excess (deficiency) of rev. over expenditures 684,377 505,438 (97,335)
OTHER FINANCING SOURCES (USES)
Transfers in 58,884 - -
Transfers out (444,732) - -
Sale of general capital assets 1,385 - -
Insurance recoveries 14,726 - -
Total Other Financing Sources (Uses) (369,737) - -
Net Change in Fund Balance 314,640 505,438 (97,335)
Fund Balance - Beginning 3,083,924 3,746,236 111,272
Prior Period Adjustment 440,530 - (11,059)
Fund Balance - Ending $ 383904 §$ 4251674 $ 2,878

The notes to the financial statements are an integral part of this statement.
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EXHIBIT C-2

Total Total
Nonmajor Governmental
Headstart Funds Funds
$ - $ 1,315634 $ 5,219,886
- - 2,119,813
- - 31,164
- 22,249 88,000
- 684,171 688,245
3,124,989 3,095,240 6,614,801
- 131,676 1,027,487
- 122,046 388,943
- 15,685 112,501
- - 542,332
3,468 412,052 1,704,898
3,128,457 5,798,753 18,538,070
- 465,567 2,530,137
- 384,269 3,609,947
- 6,405 1,344,602
- 1,339,295 1,339,295
- - 351,661
- 760,738 944,675
2,996,399 1,946,613 5,678,259
- - 184,200
- - 64,686
- 450,000 450,000
- 183,981 183,981
- 2,900 2,900
- 81,594 451,798
2,996,399 5,621,362 17,136,141
132,058 177,391 1,401,929
27,254 1,094,341 1,180,479
- (703,447) (1,148,179)
- 67,714 69,099
- - 14,726
27,254 458,608 116,125
159,312 635,999 1,518,054
(119,352) 933,741 7,755,821
(22,495) 72,310 479,286

$ 17465 § 1,642,050 § 9,753,161
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EXHIBIT C-2R
BEE 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, 2013

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

Net change in fund balances - total governmental funds $ 1,518,054

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of these assets is allocated over their estimated
useful lives and reported as depreciation expense. This is the amount by which

capital outlays exceeded depreciation expense in the current period. (1,623,893)

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds. (52,942)

The net effect of various miscellaneous transactions involving capital assets

(i.e., sales and donations) is to decrease net position. (89,295)

The issuance of long-term debt (e.g., bonds, leases) provides current financial
resources to governmental funds, while the repayment of the principal of long-
term debt consumes the current financial resources of governmental funds.
Neither transaction, however, has any effect on net position. Also, governmental
funds report the effect premiums, discounts, and similar items when debt is first
issued, whereas these amounts are deferred and amortized in the statement of
activities. This amount is the net effect of these differences in the treatment of
long-term debt and related items. 450,000

Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in the
governmental funds. (54,386)

Internal service funds are used by management to charge the costs of certain activities,

such as health insurance and fuel service, to individual funds. The net revenue

of certain Internal service funds is reported with governmental activities. 106,577

Change in net position of governmental activities $ 254,115

The notes to the financial statements are an integral part of this statement.
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EXHIBIT C-3
BEE COUNTY, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL — GENERAL FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2013

Budgeted Amounts Variance With
Original Final Actual Final Budget
REVENUES
Property taxes $ 3919,082 $ 3919082 $ 3904252 $ (14,830)
General sales and use taxes 1,600,000 1,600,000 2,119,813 519,813
Selective sales and use taxes 28,000 28,000 31,164 3,164
Penalties and interest on taxes 50,000 50,000 65,751 15,751
Licenses and permits 4,000 4,000 4,074 74
Intergovernmental rev