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FLORES AUDITING, PLLC
3112 SPRING CREEK
LAREDO, TX 78045
Tel: (956) 717-4193; Fax (956) 717-1484

Gloria E. ‘Gigi’ Flores, CPA Jorge C. Flores, Manager

INDEPENDENT AUDITOR'S REPORT

To the Honorable County Judge and

The Honorable Members of the Commissioners Court
Zapata, Texas

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of Zapata County, Texas, as of and for the year
ended September 30, 2008, which collectively comprise the County’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility

of Zapata County, Texas's management. Our responsibility is to express opinions on these
financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of Zapata County, Texas, as of September 30, 2008, and the
respective changes in financial position, and cash flows, where applicable, thereof for the year

then ended in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued our report dated
April 17, 2009, on our consideration of Zapata County, Texas’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe
the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and important for assessing the results of our audit.



The management'’s discussion and analysis and budgetary comparison information on page 3
and 29 through 31, are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United
States of America, We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the

required supplementary information. However, we did not audit the information and express no
opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Zapata County, Texas's basic financial statements. The introductory
section, combining and individual nonmajor fund financial statements are presented for
purposes of additional analysis and are not a required part of the basic financial statements.
The combining and individual nonmajor fund financial statements have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion,
are fairly stated in all material respects in relation to the basic financial statements taken as a
whole. The introductory section has not been subjected to the auditing procedures applied in
the audit of the basic financial statements and, accordingly, we express no opinion on them.

Tl ooy, P

Flores Auditing, PLLC
Laredo, Texas
April 17, 2009



MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of Zapata 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, 2008. Since
the Management’s Discussion and Analysis (MD&A) is designed to focus
on the current year’s activities, resulting changes, and currently known facts,
it should be read in conjunction with the County’s financial statements
(beginning on page 4).

FINANCIAL HIGHLIGHTS

Highlights for Government-wide Financial Statements

o The assets of Zapata County exceeded its liabilities at the close of the
fiscal year 2008 by $49,673,617 (total net assets). Of this amount,
$10,752,073 (unrestricted net assets) may be used to meet the
government’s ongoing obligations to citizens and creditors.

» The County’s total net assets increased by $6,325,998 (15%) during
2008.

¢ The governmental net assets increased by $6,470,282 (15%) and the
business-type net assets decreased by $144,284 (-2%) during 2008.

Highlights for Fund Financial Statements

¢ As of the close of the current fiscal year, Zapata County’s
governmental funds reported a combined ending fund balance of
$29,880,628, a decrease of $2,623,824 in comparison with the prior
year,

» At the end of the current fiscal year, unreserved fund balance for the
general fund was $9,970,312, an increase of $1,614,778 in
comparison with the prior year. Reserved fund balance for the general
fund was $8,803,769, an increase of $948,352 in comparison with the
prior year. Total fund balance was $18,774,081, an increase of
$2,563,130, in the general fund.



ASSETS
Cash and equivalents
Receivables
internal balances
Due from other governmental agencies
Capital assets
Land
Infrastructure
Buildings and improvements
Equipment and furniture
Construction in Progress
Less: accumulated depreciation
Total capital assets
Total assets

LIABILITIES
Accounts payable and accrued expenses
Deferred revenues
Internal batances
Due to other governmental agencies
Long-term liabilities
Due within one year
Bonds, capital leases and contracts
Due in more than one year
Bonds, capital leases and contracts
Compensated absences
Total liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:

Capital projects

Debt service

Other purposes
Unrestricted

Total net assets

Zapata County, Texas
Statement of Net Assets
September 30, 2008

Governmental Business-type
Activities Activities Total
3 30,635,306 § 17,100 & 30,652,406
23,964,075 61,999 24,026,074
- 905,205 905,205
1,815,216 - 1,815,216
1,554,640 645,520 2,200,160
- 5,929,211 5,929,211
31,038,848 1,608,350 32,647,198
6,709,600 2,807,370 9,516,970
9,889,461 - 9,889,461
(14,169,381) (5,531,820) (19,701,201)
35,023,168 5,458,631 40,481,799
91,437,765 6,442,935 97,880,700
1,693,334 664,636 2,357,970
22,135,373 - 22,135,373
905,205 - 905,205
554 - 554
22,536,150 - 22,536,150
252,256 19,575 271,831
47,522,872 684,211 48,207,083
13,552,597 5,458,631 19,011,228
9,247,781 - 9,247,781
303,507 - 303,507
10,359,028 - 10,359,028
10,451,980 300,093 10,752,073
$ 43914893 § 5,758,724  § 49,673,617

The accompanying notes are an integral part of these financial statements
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Zapata County, Texas
Reconciliation of the Governmental Funds Balance Shest to the Statement of Net Assets
September 30, 2008

Total fund balance, governmental funds $ 29,880,628

Amounts reported for governmental activities in the Statement of Net Assets are
different because:

Capital assets used in governmental activities are not current financial resources
and therefare are not reported in this fund financial statement, but are reported in
the governmental activities of the Statement of Net Assets.

Add - capital assets 49,192,549
Deduct - accumulated depreciation (14,169,381)

Certain other long-term assets are not available to pay current period expenditures
and therefore are not reported in this fund financial statement, but are reported in
the governmental activities of the Statement of Net Assets.

Taxes receivable, deferred 1,799,503

Some liabilities, (such as Notes payable, Capital lease contract payable, Long-term

compensated absences and Bonds payable), are nat due and payable in the current

period and are not included in the fund financial statement, but are included in the

governmental activities of the Statement of Net Assets, {22,788,406)

Net Assets of Governmental Activities in the Statement of Net Assets % 43,914,893

The accompanying notes are an integral part of these financial statements.
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Zapata County, Texas
Recongiliation of the Statement of Revenues, Expenditures and Changes
in Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended September 30, 2008

Net change in fund balances - total governmental funds: $ (2,672,785)
Amounts reported for governmental activities in the Statement of Activities are different because:

Governmental funds report outiays for capital assets as expenditures because such outlays use

current financial resources. In contrast, the Statement of Activities reports only a portion of the

outlay as expense. The outlay is allocated over the assets' estimated useful lives as depreciation

expense for the period. This s the amount by which capital outlay $9,448,301 exceeded

depreciation $1,442 587 in the current period 8,005,714

Governmental funds do not present revenues that are not available to pay current obligations.
In contrast, such revenues are reported in the Statement of Activities when earned. 72,353

Governmental funds report bond proceeds as current financial resources, In contrast, the
Statement of Activities treats such issuance of debt as a liability. Governmental funds report
repayment of bond principal as an expenditure. In contrast, the Statement of Activities treats

such repayments as a reduction in long-term liabilittes. This is the amount by which proceeds
exceeded repayments.

Repayments:
Principal payments 1,065,000
Change in net assets of governmental activities 3 6,470,282

The accompanying notes are an integral part of these financial statements.



Zapata County, Texas
Statement of Net Assets
Proprietary Funds
September 30, 2008

Enterprise Funds

Sheriff Total
Water Plant Airport Commissary Proprietary Funds
ASSETS
Current Assets:
Cash and cash equivalents $ - $ - $ 17,100 $ 17,100
Due from other funds 777.871 127,334 - 905,205
Receivables, net 61,999 - - 61,999
Total current assets 839,870 127,334 17,100 984,304
Non-current assets:
Capital assets:
Land 645,520 - - 645,520
Infrastructure 5,929,211 - - 5,929,211
Buildings and improvements 1,551,540 56,810 - 1,608,350
Equipment and furniture 2,807,370 - - 2,807,370
Less accumulated depreciation (5,509,748) (22,072) - (5,531,820)
Total non-current assets 5,423,883 34,738 - 5,458,631
Total assets 6,263,763 162,072 17,100 6,442,935
LIABILITIES
Current liabilities:
Accounts Payable 470,368 35,185 - 505,553
Due to Other Funds - - - -
Compensated absences 19,575 - - 19,575
Customer Deposits & Water Rights 159,083 - - 159,083
Bonds, notes and loans payable - - - -
Total current liabilities 649,026 35,185 - 684,211
Non-current liabilities
Bonds, notes and loans payable - - - -
Total non-current liabilities - - - -
Total liabilities 649,026 35,185 - 684,211
NET ASSETS
Invested in capital assets, net of related debt 5,423,893 34,738 “ 5,458,631
Unrestricted 190,844 92,149 17,100 300,093
Total net assets $ 5614737 § 126,887 §$ 17,100 § 5,758,724

The accompanying notes are an integral part of these financial statements
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Zapata County, Texas
Statement of Revenues, Expenses and Changes in Fund Net Assets
Proprietary Funds
September 30, 2008

Enterprise Funds

Sheriff Total
Water Plant Airport Commissary Proprietary Funds
REVENUES
Charges for services $ 1,821,203 $ 71,681 $ - $ 1,892,884
Sales of products - - 75,020 75,020
Total operating revenues 1,821,203 71,681 75,020 1,967,904
OPERATING EXPENSES
Personal services 1,231,916 94,253 - 1,326,169
Contractual services 15,328 32,005 - 47,333
Utilities 251,862 - - 251,862
Repairs and maintenance 480,892 39,946 - 500,838
Other supplies and expenses 481,191 72,162 124,768 678,121
Depreciation 215,093 1,420 - 216,513
Total Operating expenses 2,656,282 239,786 124,768 3,020,836
Operating income (loss) (835,079} {168,105} {49,748) (1,052,932)
NON-OPERATING REVENUES (EXPENSES)
Interest and investment revenue 1,200 2,243 - 3,443
Interest expense - - - -
Total nan-operating revenue (expenses) 1,200 2,243 - 3,443
Income (loss) before contributions and transfers (833,879) (165,862) (49,748) (1,049,489}
TRANSFERS IN 777,871 127,334 - 905,205
TRANSFERS OQUT - - - -
Change in net assets {56,008) {38,528) (49,748) (144,284}
Total net assets - beginning 5,670,745 165,415 66,848 5,903,008
Total net assets - ending $ 5614737 $ 126,887 $ 17,100 $ 5,758,724

The accompanying notes are an integral part of these financial statements.
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Zapata County, Texas
Statement of Cash Flows

Proprietary Funds

For the Year Ended September 30, 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and users
Payments to employees
Payments to vendors, suppliers, and insurance administrators
Internal transactions
Net cash provided by operating activities

CASH FLOWS FROM NON CAPITAL FINANCING ACTIVITIES
Transfers in

Net cash provided by non capital financing activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Short term loan payable
Interest paid on debt
Customer Deposits & Water Rights
Long term notes payable
Net cash provided by capital financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Investment eamings
Capital Contributions
Net cash provided by investing activities

Net increass {decrease) in cash and cash equivalents

Cash and pooled investments, beginning of year
Cash and pooled investments, end of year

RECONCILIATION OF OPERATING INCOME (LOSS) TO
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES
Cperating Income (loss)
Adjustments to reconcile operating income to net cash pravided
by operating activities:

Depreciation expense
Change in assets and liabilities:

Receivables, net

Accounts and other payables
Net cash provided by operating activities

Enterprise Funds

Sheriff Total
Watsr Plant Airport Commissary  Proprietary Funds
$ 1821203 % 71681 % 75,020 % 1,967,904
(1,231,916) (94,253) - {1,326,169)
(717,357) (108,928) (124,768) {951,053)
(128,070) (131,500} (49,748) (309,318)
1,200 2,243 - 3,443
1,200 2,243 - 3443
{126,870) {129,257) (49,748) (305,875)
126,870 129,257 66,848 322,975
$ - % - % 17,100 § 17,100
(833,879} {165,862) (49,748) {1,049,489)
215,083 1.420 - 216,513
490,716 32,942 - 523,658
$__ (128,070} § (131.500) § (49,748) $ (309,318)

The accompanying notes are an integral part of these financial statements,
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Zapata County, Texas
Statement of Fiduciary Net Assets
Fiduciary Funds
September 30, 2008

ASSETS
Cash and cash equivalents
Total current assets

LIABILITIES
Due to other funds
Due to other governments
Refunds payable and others
Total liabilities

Agency Funds

$ 1,873,734

1,873,734

525,280
1,348,454

$ 1,873,734

The accompanying notes are an integral part of these financial statements.
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Zapata County, Texas
Notes to the Financial Statements
September 30, 2008

NOTE1 GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The basic financial statements include both government-wide {based on the County as a whole) and fund
financial statements. While the previous model emphasized fund types (the total of all funds of a

particular type), in the new reporting model the focus is on either the County as a whole or as major
individual funds (within the fund financial statements).

Both the government-wide and fund financial statements within the basic financial statements categorize
primary activities as either governmental activities or business-type activities. In the government-wide
Statement of Net Assets, both the governmental and business-type activities colummns (a) are presented on
a consolidated basis by column, (b) and are reflected, on a full accrual, economic resource basis, which
incorporates long-term assets and receivables as well as long-term debt and obligations.

The government-wide Statement of Activities reflects both the gross and net cost per functional categories
(public safety, public works, etc.) that are otherwise being supported by general government revenues
(property, sales and use taxes, certain intergovernmental revenues, fines, permits and charges, etc.). The
Statemnent of Activities reduces gross expenses (including depreciation) by related program revenues,
operating and capital grants. The program revenues must be directly associated with the function or a
business-type activity. Program revenues include revenues from fines and forfeitures, licenses and permit
fees, taxes and charges for services. The operating grants include operating-specific and discretionary
(either operating or capital grants while the capital grants columns reflects capital-specific grants,

The net cost (by function or business-type activity) is normally covered by general revenue (property,
sales or use taxes, intergovernmental revenues, interest income, etc.). Historically, the previous model

did not summarize or present net cost by function or activity. The County does not currently employ an
indirect cost allocation system.

This government-wide focus is more on the sustainability of the County as an entity and the change in
aggregate financial position resulting from the activities of the fiscal period.

The fund financial statements are, in substance, very similar to the financial statements presented in the
previous model. Emphasis here is on the governmental or business-type categories. Management has
elected to treat all governmental funds as major funds.

Business-type activity fund statements should directly reconcile to the business-type activity columm
presented in the government-wide statements.

The governmental funds statements in the fund financial statements are presented on a current financial
resource and modified accrual basis of accounting. This is the manner in which these funds are normally
budgeted.

This presentation is deemed most appropriate to (a) demonstrate legal and covenant compliance, (b)
demonstrate the sources and use of liquid resources, and (c) demonstrate how the County’s actual
experience conforms to the budget or fiscal plan. Since the governmental fund statements are presented
on a different measurement focus and basis of accounting than the government-wide statements’
governmental column, a reconciliation is presented on the page following each statement, which briefly
explains the adjustment necessary to transform the fund based financial statements into the governmental
column of the government-wide presentation.
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Zapata County, Texas
Notes to the Financial Statements
September 30, 2008

The County’s fiduciary funds (which have been redefined and narrowed in scope) are presented in the
fund financial statements by type (agency). Since by definition these assets are being held for the benefit
of a third party (other local governments, private parties, ¢te.) and cannot be used to address activities or
obligations of the government, these funds are not incorporated in the government-wide statements.

The focus of the revised model is on the County as a whole and the fund statements, including the major
individual funds of the governmental and business-type categories, as well as the fiduciary funds, (by
category). Each presentation provides valuable information that can be analyzed and compared (between
years and between governments) to enhance the usefulness of the information.

NOTE2 MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL
STATEMENT PRESENTATION

1. BASIS OF ACCOUNTING

Basis of accounting refers to the point at which revenues or expenditures/expenses are recognized in the
accounts and reported in the financial statements. It relates to the timing of the measurement made,
regardless of the measurement focus applied.

The Government-wide Financial Statements and the Proprietary and Fiduciary Fund Financial Statements
are presented on an accrual basis of accounting. The Governmental Funds in the Fund Financial
Statements are presented on a modified accrual basis.

Accrual:

All proprietary funds are accounted for using the accrual basis of accounting. Revenues are recognized
when earned and expenses are recognized when incurred. Property taxes and interest associated with the
current fiscal period are all considered to be susceptible to accrual and so have been recognized as
revenues of the current fiscal period. All other revenue items are considered to be measurable and
available only when the County receives cash.

Modified Accrual;

All governmental funds are accounted for using the modified accrual basis of accounting. Under the
modified accrual basis of accounting, revenues are recorded when susceptible to accrual; i.c., both
measurable and available. “Available” means collectible within the current period or soon enough
thereafter to be used to pay liabilities of the current period. Expenditures are generally recognized under
the modified accrual basis of accounting when the related liability is incurred. The exceptions to this
general rule is that debt service expenditures, compensated absences and claims and judgments, are
recognized when due.

In applying the “susceptible to accrual” concept to intergovernmental revenues pursuant to GASB
Statement #33, the provider should recognize liabilities and expenses and the recipient should recognize
receivables and revenues when the applicable eligibility requirements, including time requirements, are
met. Resources transmitted before the eligibility requirements are met should under most circumstances,
be reported as advances by the provider and deferred revenues by the recipient.
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Zapata County, Texas
Notes to the Financial Statements
September 30, 2008

2. FINANCIAL STATEMENT PRESENTATION

The financial transactions of the County are recorded in individual funds. Each fund is accounted for by
providing a separate set of self-balancing accounts that comprise its assets, liabilities, reserves, fund
equity, revenues, and expenditures, or expenses as appropriate. The various funds are reported by generic
classification within the financial statements. Governmental resources allocated to, and accounted for, in

the individual funds are based on the specific activities in accordance with laws, regulations, or other
restrictions.

GOVERNMENTAL FUNDS:

The focus of Governmental Funds measurement (in the Fund Financial Statements) is upon determination
of financial position and changes in financial position (sources, uses, and balances of financial resources)
rather than upon net income. The following is a description of the Governmental Funds of the County:

General Fund is the general operating fund of the County. It is used to account for all financial
resources except those required to be accounted for in another fund.

Special Revenue Funds are used to account for the proceeds of specific revenue sources that are legally
restricted to expenditures for specified purposes.

Debt Service Funds arc used to account for the accumulation of funds for the periodic payment of
principal and interest on governmental bonds, loans, and capital leases.

Capital Projects Funds are used to account for the financial resources to be used for the acquisition and
construction of major capital facilities (other than those financed by Business-type/Proprictary Funds).

PROPRIETARY FUND TYPES:

Proprietary Funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations.

Enterprise Funds are required to be used to account for operations for which a fee is charged to external
users for goods or services and the activity (a) is financed with debt that is solely secured by pledge of the
net revenues, (b) has third party requirements that the costs, be of providing services including capital
costs, be recovered with fees and charges or (c) has pricing policy designed for the fees and charges to
recover similar costs. The County may additionally elect to treat other County business similarly.

FIDUCIARY FUNDS:
Fiduciary Funds are used to report assets held in a trustee or agency capacity for others and therefore are
not available to support County programs. The reporting focus is upon net assets and changes in net

assets and employs accounting principles similar to proprietary funds.

Trust and Agency Funds are used to account for the trust (either pension, investments [held for third
parties] or private purpose) or agencies, which are custodial in nature.
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Zapata County, Texas
Notes to the Financial Statements
September 30, 2008

Non-Current Governmental Assets/Liabilities;

GASB Statement #34 eliminates the presentation of Account Groups, but provides for these records to be
maintained and incorporates the information into the Governmental column in the government-wide
Statement of Net Assets.

NOTE 3 ASSETS, LIABILITIES AND FUND EQUITY

1. CASH AND CASH EQUIVALENTS AND BANK OVERDRAFT

The County has defined Cash and Cash Equivalents to include change funds, demand deposits,
certificates of deposit, and money market certificates.

2. INVENTORIES

The purchase method is used to account for inventories. Under the purchase method, inventories are
recorded as expenditures when purchased; however, material amounts of inventories are reported as assets
of their respective funds.

3. CAPITAL ASSETS AND DEPRECIATION

Capital Assets which include property, plant, equipment and infrastructure assets (e.g. roads and similar
immovable items), are reported in the applicable governmental or business-type activities columns in the
government-wide financial statements.

Capital assets are defined as assets with an initial, individual cost of more than $5,000 and an estimated
useful life in excess of two years. Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded at estimated fair value at the date of
donation. The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend asset’s lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed,

Capital assets of the County are depreciated using the straight-line method over the estimated useful life
of the assets as follows:

Buildings and improvements 15 to 40 years
Equipment (computer, office and vehicles) 5 years
Infrastructure-roads (paved, caliche, or dirt) 15 to 40 years
Infrastructure-water and wastewater lines and

pump stations 40 years
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Zapata County, Texas
Notes to the Financial Statements
September 30, 2008

4. INTERFUND TRANSACTIONS

During the course of normal operations, the County has many transactions between funds. The
accompanying Fund Level financial statements reflect as transfers the expenditures and transfers of
resources to provide scrvices, construct assets and meet debt service requirements. The effect of
interfund activity has been eliminated in the Government-wide financial statements, except for
transactions between the governmental and business-type activities.

5. DUE FROM OTHER GOVERNMENTAL UNITS

To recognize resources available for Special Revenue Funds and Capital Projects Funds, the County
records amounts due from grantors upon receipt of the award and records the award as deferred revenue.
For grants that require expenditures for eligible grant purposes in order to earn the award, revenues are
recognized when expenditures are made. For other grants and financial assistance, the amounts due from
other governmental units and deferred revenue are reduced upon receipt of payment and revenues are
them recognized.

6. FUND EQUITY

Certain fund balances or portions thercof have been reserved to indicate amounts that are not appropriated
for expenditures or are legally segregated for a specific future purpose. Designation of a portion of the
fund balance is established to indicate tentative plans for financial resource utilization in a future period.

7. CAPITAL GRANT

Capital grants restricted for capital acquisitions or construction, other than those associated with
proprietary funds, are accounted for in the applicable Capital Projects Funds. Grant monies restricted for
acquisition of Enterprise Fund capital assets are recorded as contributed equity in the applicable enterprise
fund. Therefore, depreciation expense relating to fixed assets contributed or acquired with grant monies
is deducted from the applicable contributed capital.

8. BUDGETARY INFORMATION

The County follows these procedures in establishing the budgetary data reflected in the financial
statements;

1. The County Judge is the budget officer and has the responsibility of preparing the County’s
budgeted expenditures.

2. All County departments and organizations submit their budget requests to the County Judge for
the fiscal year commencing the following October 1, by July 1.

3. During July, Commissioners Court conducts informal budget workshops with each department
head to discuss their budget requests.

4. On or about July 31, the County Judge prepares a proposed budget to cover all proposed

expenditures of the County for the current year. Copies of the proposed budget are filed with the
County Clerk. The proposed budget is available for inspection by taxpayers.
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Zapata County, Texas
Notes to the Financial Statements
September 30, 2008

5. After the filing of the proposed budget, on a date after August 15™, but prior to September 30 of
the current year, Commissioners Court conducts a public hearing on the County’s proposed
budget. Any taxpayer of the County of Zapata had the right to present and participate in the
hearing. At the conclusion of the hearing, the proposed budget, as prepared by the County Judge,
is acted upon by the Commissioners Court. The Court had the authority to make such changes in
the budget, as in its judgment the facts and the law warrant and the interest of the taxpayers
demand, provided the amounts budgeted for current expenditures from the various funds for the
County do not exceed the balances in these funds as of October 1 plus the anticipated revenue for
the cutrent year for which the budget is made, as estimated by the County Judge.

6. Under no circumstances can Commissioners Court authorize expenditures that will exceed

appropriations. Commissioners Court must authorize budget amendments transferring funds
among different departments within the same fund.

Anytime any revisions are necessary that alter the total appropriations of any fund,
Commissioners Court must enter an order setting forth how the budget is to be amended,
declaring an emergency, finding that grave public necessity exists to meet unusual and unforeseen
conditions which could not, by reasonably diligent thought and attention, have been included in
the original budget.

Budgets adopted on an annual basis are consistent with generally accepted accounting principles.
Annual appropriated budgets are adopted for the general, non-grant special revenue, and debt
service funds., All annual appropriations lapse at fiscal year end. Budgetary integration is not

employed for capital projects funds, because they include projects which extend over a period of
several years,

NOTE 4 DEPOSITS AND INVESTMENTS

Cash deposits held at financial institutions can be categorized into the following three categories of
credit risk:

Category 1 - Deposits which are insured or collateralized with securities held by the entity or by its
agents in the entity’s name.

Category 2 - Deposits which are collateralized with securities held by the pledging financial institution’s
trust department or agent in the entity’s name.

Category 3 — Deposits which are not collateralized.
Based on three levels of risk, all of the County’s cash deposits are classified as Category 1.

Deposits — State statutes require that all deposits in financial institutions be fully collateralized by U.S.
Government obligations or obligations of Texas and its agencies that have a market value of not less that
the principal amount of the deposit. The County’s deposits, including certificates of deposits, were fully
insured or collateralized as required by the state statutes at September 30, 2008. At year-end, the
carrying amount of the County’s deposits was $32,257,403 and the respective bank balances totaled
$19,361,359 and TexPool balances of $16,912,985. Included in the bank balances are certificates of
deposits totaling $11,937,900. Of the total bank balance, $100,000 was covered by Federal Depository
Insurance, the remainder was covered by collateral with a value of $46,463,282. The collateral is held
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Zapata County, Texas
Notes to the Financial Statements
September 30, 2008

by the Federal Reserve Bank of Dallas in the County’s name under a joint safekeeping agreement with
Zapata National Bank of Zapata, Texas.

State statutes authorize the County to invest in (1) obligations of the United States or its agencies and
instrumentalities; (2) direct obligations of the State of Texas or its agencies and instrumentalities; (3)
collateralized mortgage obligations directly issued by a federal agency or instrumentality of the United
States, the underlying security for which is guaranteed by an agency or instrumentality of the United
States; (4) other obligations, the principal and interest of which are unconditionally guaranteed or
insured by, or backed by the full faith and credit of, the State of Texas or the United States or their
respective agencies and instrumentalities; and (5) obligations of states, agencies, counties, cities, and

other political subdivisions of any state rated as to investment quality by a nationally recognized
investment rating firm not less than A or its equivalent.

The County did not have any investments during the year or at September 30, 2008.

NOTE s TAXES RECEIVABLE

A summary of taxes receivable at September 30, 2008 follows:

Special Debt
General Revenue Service
Funds Funds Funds Totals

Taxes receivable

delinquent $ 21,874,305 $ 2,664,287 $ 2,055,714 $ 26,594,306
Allowance for

uncollectible accounts (2,187.430) {266,429) (205,571 {2,659,430)
Taxes receivable, net

of allowance for

uncollectible accounts § 19.686,875 $ 2397858 3% 1,850,143 §$ 23934876

Property taxes attach as an enforceable lien as of January 1. The taxes are levied each October 1 based
on the assessed value listed as of the date the enforceable lien attaches. Appraised values are established
by the Zapata County Appraisal District, assessed at 100% of appraised value, and certified by the
Appraisal Review Board. These taxes are due from October 1 of the year in which levied until January
31 of the following year without interest or penalty. On February 1 of each year, the taxes are subject to
simple interest and penalties,

The current tax levy, reduced by an allowance for uncollectible taxes receivable, is recognized in the

accounts when levied October 1, and is recorded as deferred revenue at that time. Such deferred
revenues are recognized as revenues when they are collected.
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NOTE 6

Interfund receivables and payables at September 30, 2008 are as follows:

Zapata County, Texas

Notes to the Financial Statements

September 30, 2008

INTERFUND RECEIVABLES AND PAYABLES

General Fund
Capital Projects
Proprietary Funds

NOTE 7

OPERATING TRANSFERS

Operating transfers during the year were as follows:

Ge

neral Fund

Special Revenue
Debt Service
Capital Projects
Proprietary Funds

NOTE 8 DUE FROM OTHER GOVERNMENTS

Receivable Payable
$ 1,080,980 $ 905,205
0 1,080,980
905,205 0
$ 1,986,185 § 1,986,185
Transfers In Transfers Out
3 0 $ 905,205
0 0
0 0
0 0
905,205 0
$ 905,205 $ 905,205

Significant amounts due from other governments as of September 30, 2008 include:

From

Due Amount
General Fund
U.S. Marshal $ 802,091
U.S Department of Housing and Community Affairs (ORCA) 220,278
Texas Department of Transportation 512,505
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Zapata County, Texas

Notes to the Financial Statements

September 30, 2008

NOTE 9 CAPITAL ASSETS

Governmental Activities

Details of changes in capital assets for the year September 30, 2008 are as follows:

Balance Adjustments/ Balance
10/1/2007 Additions Retirements 9/30/2008

Land $ 1,554,640 $ 0 $ 0 $ 1,554,640
Buildings and Improvements 30,910,118 128,730 0 31,038,848
Furniture and Equipment 6,510,661 198,939 0 6,709,600
Construction in Progress 768,829 9,120,632 0 9,889 461
$ 39,744,248 $ 9,448,301 $ 0 $ 49,192,549

Less accumulated depreciation (14,169,381)
Totals $ 35,023,168

(1) During August of 2000, the County hired a professional firm to prepare a complete inventory and valuation of
their land, buildings and improvements and furniture and equipment. Replacement cost was used for all

unknown values.

(2) Depreciation expense for governmental activities for the year September 30, 2008 was $1,442 587.

Business-type Activities

Land

Buildings and Improvements
Furniture and Equipment
Infrastructure

Less accumulated depreciation

Totals

Waterplant Airport Total
$ 645520 $ 0 § 645,520
1,551,540 56,810 1,608,350
2,807,370 0 2,807,370
5929211 0 5,929,211
$ 10,933,641 ¥ 56,810 $ 10,990,451
(5,509,748) (22,072) (5,531,820)
$ 5,423,893 b 34,738 $ 5,458,631

The County recognized $216,513 of depreciation expense related to the Proprietary Funds in fiscal year

2008.
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Zapata County, Texas
Notes to the Financial Statements
September 30, 2008

NOTE 10 LONG-TERM DEBT

The following is a summary of changes in general ledger in general long-term debt of the County for the
year ended September 30, 2008:

Balance Balance
10/1/2007 Additions Retirement 9/30/2008
Primary Government:
Bonds Payable-2006 $ 14,656,150 $ 0 $ 510,000 $ 14,146,150
Bonds Payable-2005 8,945,000 0 555,000 8,390,000
Totals $ 23,601,150 $ 0 $ 1,065,000 § 22,536,150
Bonds Payable

Bonds payable at September 30, 2008 are comprised of the following issues:

Primary
Government Waterplant
General Long- Enterprise
Term Debt Fund Debt Total
Limited tax refunding Bonds, Series 2005
Due in annual installments ranging from
$495,000 to $855,000 through 2020; interest
at 3.0% 10 4.25% $ 8,390,000 $ 8,390,000
Unlimited tax Road Bonds, Series 2006
Due in annual installments ranging from
$385,000 to $1,110,000 through 2026; interest
at 4.0% t05.125% 514,146,150 $ 14,146,150
Total Bonds Payable $22.536,150 $ 22,536,150
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Zapata County, Texas
Notes to the Financial Statements
September 30, 2008

The annual debt service requirements to amortize general obligations bonds outstanding at September
30, 2008 are as follows:

Maturity Principal
2009 § 1,105,000
2010 1,145,000
2011 1,190,000
2012 1,235,000
2013 1,285,000

Thereafter 16,576,150

Totals $ 22,536,150

All bonds constitute direct obligations of the County, payable from the levy and collection of a direct and

continuing ad valorem tax, within the limits prescribed by law, on all taxable property located within the
County.

All bonds may be prepaid or redeemed prior to their respective scheduled due dates as per provisions in
the bond agreements.

There were no authorized and unissued general obligation bonds at September 30, 2008, The County is in
compliance with all bond covenants on outstanding general obligation bonded debt.

Primary Government

The maturity schedule of the 2005 and 2006 bond serics is as follows:

Year Ended 2005 Series 2006 Series
September 30 Principal Principal Total

2009 $ 570,000 $ 535,000 $ 1,105,000
2010 590,000 555,000 1,145,000
2011 610,000 580,000 1,190,000
2012 630,000 605,000 1,235,000
2013 655,000 630,000 1,285,000
Thereafter 5,335,000 11,241,150 16,576,150
$ 8,390,000 $14,146,150 $22,536,150
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Zapata County, Texas
Notes to the Financial Statements
September 30, 2008

NOTE 11 LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS LIABILITY

State and federal laws and regulations require the County to place final covers on its landfill site when it
stops accepting waste at these sites. The County will also be required to perform certain maintenance
and monitoring functions for thirty years at the landfill site.

The Governmental Accounting Standards Board (GASB) Statement Number 18, “Accounting for
Municipal Solid Waste Landfill Closure and Postclosure Care Costs,” addresses the financial statement
effect of complying with EPA and state requirements. GASB Statement 18 requires that all closure and
postclosure care costs be recognized during the operating life of the landfill. Accordingly, a portion of
the total estimated closure and postclosure care costs, based on the ratio of landfill capacity, should be
recognized as an expense and/or liability each period the landfill accepts waste.

The County is required by state and federal laws and regulations to make annual contributions to a trust
to finance closure and postclosure care costs. The County established a separate account in Qctober
1997 for these purposes. It is anticipated that future inflation costs will be paid in part from interest
carnings on this account. However, if additional postclosure care requirements are determined (due
changes in technology or applicable laws or regulations, for example) or interest earnings are inadequate,
these costs may need to be covered by charges to future landfill users or from future tax revenue.

NOTE 12 EMPLOYEE RETIREMENT BENEFITS

Texas County and District Retirement System

A. Plan Description:

The District provides retirement, disability, and death benefits for all of its full-time employees
through a nontraditional defined benefit pension plan in the statewide Texas County and District
Retirement System (TCDRS). The Board of Trustees of TCDRS is responsible for the
administration of the statewide agent multiple-employer public employee retirement system
consisting of 574 nontraditional defined benefit pension plans. TCDRS in the aggregate issues a
comprehensive annual financial report (CAFR) on a calendar year basis. The CAFR is available
upon written request from the TCDRS Board of Trustees at P.O. Box 2034, Austin, TX 78768-2034.

The plan provisions are adopted by the governing body of the employer, within the options available
in the Texas state statutes governing TCDRS (TCDRS Act). Members can retirc at ages 60 and
above with 8 or more years of service, with 20 years of service regardless of age, or when the sum of
their age and years of service equals 75 or more. Members are vested after 8 years of service but
must leave their accumulated contributions in the plan to receive any employer-financed benefit.
Members who withdraw their personal contributions in a lump sum are not entitled to any amounts
contributed by their employer.

25



Zapata County, Texas
Notes to the Financial Statements
September 30, 2008

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

B. Funding Policy

The employer has ¢lected the annually determined contribution rate (ADCR) plan provisions of the
TCDRS Act. The plan is funded by monthly contributions from both employee members and the
employer based on the covered payroll of employee members. Under the TCDRS Act, the
contribution rate of the employer is actuarially determined annually. Tt was 7.38 % for calendar year
2008. The contribution rate payable by the employee members is the rate of 7 % as adopted by the
governing body of the employer. The employee contribution rate and the employer contribution rate

may be changed by the governing body of the employer within the options available in the TCDRS
Act.

C. Annual Pension Cost

For the employer’s accounting year ending September 30, 2008, the annual pension cost for the
TCDRS plan for its employees was $729,232 and the actual contributions were $691,683.

The annual required contributions were actuarially determined as a percent of the covered payroll of
the participating employees, and were in compliance with GASB Statement No. 27 parameters based
on the actuarial valuation as of December 31, 2006, and December 31, 2007, the basis for
determining the contribution rate for calendar year 2007 and 2008. The December 31, 2007 actuarial
valuation is the most recent valuation.

Actuarial Valuation Information

Actuarial valuation date 12/31/05 12/31/06 12/31/07

Actuarial cost method Entry age Entry age Entry age

Amortization method Level percentage of Level percentage Level percentage
payroll, open of payroll, open of payroll, open

Amortization period (yrs) 30 30 0

Amortization valuation method Long term- SAF: 10 yr SAF: 10 yr
appreciation with Smoothed value Smoothed value
adjustments ESF: Fund value ESF: Fund value

Actuarial assumptions:

Investment Return 8.00% 8.00% 8.00%

Projected salary increases 5.3% 5.3% 5.3%

Inflation: 35% 3.5% 3.5%

Cost of living adjustments 0.0% 0.0% 0.0%
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Accounting Annual
Year Pension Cost Of APC Net Pension
Ended (APO) Contributed Obligation
2008 $729,232 100% $0

D. Transition Disclosure;

It was determined in accordance with GASB Statement No. 27 that the pension liability was zero at the
transition to that statement effective January 1, 2001, because all actuarially required contributions for
the accounting years for the period January 1, 1987 through December 31, 2008 have been paid. There
was no previously reported pension liability before the transition. Therefore, the difference between the
pension liability at transition and the previously reported pension liability is zero.

Schedule of Funding Progress for the Retirement Plan
For the Employees of Zapata County, Texas

Actuarial valuation date 12/31/05 12/31/06 12/31/07
Actuarial value of assets 16,266,476 18,256,862 20,271,761
Actuarial accrued liability (AAL) 15,817,301 17,100,711 19,120,384
Unfunded actuarial accrued liability (UAAL) (449,175) (1,156,151) (1,151,377)
Funded ratio 102.84% 106.76% 106.02%
Annual covered payroll (actuarial) 7,487,078 8,230,839 9,140,115
UAAL as a percentage of covered payroll (6.00%) (14.05%) (12.60%)

NOTE 13 CONTINGENCIES

A.  Litigation

Various lawsuits are pending against the County involving general liability, civil rights actions
and various contractual matters. In the opinion of County management, the potential claims
against the County not covered by insurance resulting from such litigation will not materially
affect the financial position of the County.

B. Federally Assisted Programs

The County participates in a number of federally assisted grant programs. Although the County’s
grant programs have been audited in accordance with the provisions of the Single Audit Act
Amendments of 1996 and OMB Circular A-133 through September 30, 2008, these programs are
still subject to financial and compliance audits. The amount, if any, of expenditures which may
be disallowed by the grantor agencies cannot be determined at this time, although the County
expects such amounts, if any, to be immaterial.
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B. Federally Assisted Programs

The County participates in a number of federally assisted grant programs. Although the
County’s grant programs have been audited in accordance with the provisions of the
Single Audit Act Amendments of 1996 and OMB Circular A-133 through September 30,
2008, these programs are still subject to financial and compliance audits. The amount, if
any, of expenditures which may be disallowed by the grantor agencies cannot be

determined at this time, although the County expects such amounts, if any, to be
immaterial.
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GENERAL FUND

The General Fund is used to account for resources traditionally associated with
governments, which are not required to be accounted for in another fund.



ZAPATA COUNTY, TEXAS

GENERAL FUND

STATEMENTS OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANGES
BUDGET AND ACTUAL
YEAR ENDED SEPTEMBER 30, 2008

REVENUES:

Taxes:
Current Property Taxes
Delinguent property taxes

Penalties and inferest on taxes

Total taxes

Licenses and permits:

Business and license and permits
Total licenses and permits

Intergovernmental

Zapata |.8.D. shared tax office

Grant revenue
Water connections
Total intergovernmental

Charges for services:
Sheriff fees
Bond fees
County clerk fees

Tax assessor/collector's fees

District clerk fees

Total charges for services

Interest

Other:
Rent-Civic Center
Pavilion
Zapata Community Cenler
Swimming pool
Jail
Jail Telephone Commission
Landfill
Emergency Medical Service
Oil and Gas Royalty
Miscellaneous
Total Other

TOTAL REVENUES

2008
Variance with
Final Budget
Budgeted Amounts Actual Amounts, Positive
Original Final Budgetary Basis (Negative)
$§ 17930352 § 17,930,352 $ 18,791,863 $ 861,511
250,000 250,000 306,061 56,061
150,000 150,000 175,154 25,154
18,330,352 18,330,352 19,273,078 942,726
8,000 8,000 5,440 (2,560)
8,000 8,000 5,440 (2,560)
101,563 101,563 176,094 74,531
- - 501,007 501,007
20,000 20,000 82,885 62,885
121,563 121,563 759,986 638,423
4,000 4,000 5,420 1,420
- - 1,928 1,928
80,000 80,000 178,364 98,364
10,000 10,000 2,800 (7.200)
30,000 30,000 69,484 39,484
124,000 124,000 257,996 133,996
70,000 70,000 660,838 590,838
4,500 4,500 5,632 1,132
9,000 9,000 11,166 2,166
28,000 28,000 28,205 205
400 400 480 80
2,200,000 2,200,000 1,724,584 (475,416}
60,000 60,000 19,054 {40,948)
15,000 15,000 192,300 177,300
200,000 200,000 335,079 135,079
600,000 600,000 1,185,104 585,104
200,000 200,000 249,066 49,066
3,316,900 3,316,900 3,750,670 433,770
$ 21970815 § 21,970,815 $ 24,708,008 $ 2,737,193
{CONTINUED)
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ZAPATA COUNTY, TEXAS
GENERAL FUND

STATEMENTS OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

EXPENDITURES:
Judicial:
Justices of the Peace
County Attorney
49th District Court
District Clerk
Total Judicial

Executive:
County Judge
County Commissioners
Total Executive

Financial Administration:
Appraisal District
County Auditor
Tax Assessor/Collector
County Clerk
County Treasurer
Personnel department
Total Financial Administration

Law Enforcement:
Sheriff Department
CSI Specialist
County Jail
Regional Jail
Constables
Total Law Enforcement

Fire Fighting:
Fire Fighting and Ambulance Services
Total Fire Fighting

Other Protection:
Safety and Risk Management
Total Other Protection

Health and Weifare:
Indigent Health Care
Health Care Clinic

Total Health and Welfare

Culture and Recreation
Civic Centers
Parks and Buildings
County Library System
Total Culture and Recreation

BUDGET AND ACTUAL

YEAR ENDED SEPTEMBER 30, 2008

2008
Variance with
Final Budget
Budgeted Amounts Actual Amounts, Positive
Original Final Budggtary Basis {Neqative)
$ 379945 % 379945 $ 355375 $ 24,570
407,476 407,476 407,451 25
208,279 213,758 166,881 46,877
214,266 214,266 186,741 27,525
1,209,966 1,215,445 1,116,448 98,997
435,311 435,311 390,636 44 675
268,432 268,432 229,313 39,119
703,743 703,743 619,949 83,794
165,755 165,755 191,170 {25,415)
228,312 228,312 208,180 20,132
369,845 379,844 331,508 48,336
287,038 287,038 301,323 (14,285)
329,678 329,678 301,271 28,407
41,454 41,454 39,588 1,866
1,422,082 1,432,081 1,373,040 59,041
2,525,723 2,525,723 2,173,300 352,423
76,377 76,377 71,983 4,394
758,446 758,446 638,320 120,126
1,998,177 1,998,177 1,822,538 175,638
114,199 114,199 85,858 28,341
5,472,922 5,472,922 4,792,000 680,922
2,011,378 2,019,378 1,849,975 169,403
2,011,378 2,019,378 1,849,975 169,403
23,549 23,549 16,335 7,214
23,549 23,549 16,335 7.214
1,830,717 1,830,717 1,062,396 768,321
229,156 229,156 88,302 140,854
2,059,873 2,059,873 1,150,698 909,175
204,187 204,187 167,315 36,872
755,742 800,242 624,672 175,570
212,946 212,946 172,904 40,042
1,172,875 1,217,375 064,891 252,484

30

(CONTINUED)



ZAPATA COUNTY, TEXAS

GENERAL FUND
STATEMENTS OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
YEAR ENDED SEPTEMBER 30, 2008

EXPENDITURES: (CONTINUED)

Conservation of natural resources

Agriculture and livestock
Soil and conservation
Total conservation of natural resources

Sanitation:
Recycling
Code Enforcement
Environmental Health
Total Sanitation

Other:
Contingencies
Altorney fees
Audit fees
CACST rental building
Consulting fees
County property repairs
Supplies
Grant Matching & other contributions
Computer programs
Insurance
Telephone
Utilities
Commissioners contract services and supples
Non-department- Other
Custodial & maintenance
Capital Qutlay
Total Other

TOTAL EXPENDITURES

Excess (deficiency) of revenues
over expenditures

Other Financing Sources (Uses):
Operating transfers in
Operating transfers out
Other financing uses
Net other financing sources {uses)
Excess (deficiency) of revenues and

other financing sources over expenditures
and other financing uses

FUND BALANCE AT BEGINNING OF YEAR
FUND BALANCE AT END OF YEAR

2008
Variance with
Final Budget
Budgeted Amounts Actual Amounts, Positive
Qriginal Final Budgetary Basis (Negative)
72,013 72,013 55,001 17,012
11,000 11,000 11,000 -
83,013 83,013 66,001 17,012
99,646 99,416 86,639 12,777
92,344 92,344 43,080 49,264
595,912 596,142 566,963 39,179
787,902 787,902 686,682 101,220
5,000 5,000 4,928 72
100,000 102,159 137,268 {35,109}
20,000 20,000 20,000 -
8,200 8,200 - 8,200
150,000 142,363 127,068 15,295
65,000 119,964 118,444 1,520
30,000 30,000 27.217 2,783
1,834,287 1,814,287 1,688,300 127 987
122,498 112,498 118,201 (6,703)
420,000 420,000 325,709 94,291
250,000 250,000 352,439 (102,439)
800,000 800,000 1,072,827 (272,827)
- 397,335 334,477 62,858
967,561 912,597 843,758 68,839
243,725 243,725 222,103 21,622
2,467 054 2,434,554 3,211,815 {777,361)
7,483,325 7,812,682 8,603,654 {790,972}
22,430,628 22,827 963 21,239,673 1,588,290
(459,813) (857,148) 3,468,335 4,325,483
{905,205) (905,205) {905,205) -
{905,205) {905,205) {905,205) -
(1,365,018) (1,762,353) 2,563,130 4,325,483
16,210,851 16,210,951 16,210,951 -
14,845,933 $ 14,448,598 $ 18,774,081 $ 4325483
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SPECIAL REVENUE FUNDS

Special Revenue Funds are used to account for resources allocated to specific purposes.
A special revenue fund continues in existence as long as governmental resources are
allocated to its specific purposes.
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DEBT SERVICE FUND

The Debt Service Fund is used to account for the accumulation of resources for, and the
payment of, general long-term debt principal, interest, and fiscal agent fees. The
resources of this fund are generated by tax levies based upon property values.



ZAPATA COUNTY, TEXAS

DEBT SERVICE FUND
STATEMENTS OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL
YEAR ENDED SEPTEMBER 30, 2008

Variance--
favorable
Budget Actual {Unfavorable)
REVENUES:
Taxes:
Current property taxes $ 2,289,894 $ 1,924,734 $ (365,160)
Delinquent property taxes 4,000 24,771 20,771
Penalty and Interest on taxes 2,500 11,524 9,024
Total taxes 2,296,394 1,961,029 (335,365)
Interest 12,000 66,723 54,723
TOTAL REVENUES 2,308,394 2,027,752 (280,642)
EXPENDITURES:
Debt Service:
Principal Retirement 1,065,000 1,065,579 (579)
Interest and Fiscal Charges 981,292 964,692 16,600
Total Debt Service 2,046,292 2,030,271 16,021
TOTAL EXPENDITURES 2,046,292 2,030,271 16,021
Excess (deficiency) of revenues
over Expenditures 262,102 (2,519} (264,621)
Other Financing Sources {Uses):
Operating Transfers In - - -
Operating Transfers Qut - - -
Net Other Financing Sources (Uses) - - -
Excess (deficiency) of Revenues and
Other Financing Sources Over Expenditures
Other Financing Uses 262,102 {2,519) (264,621)
Fund Balance at Beginning of Year 306,026 306,026 -
Fund Balance at End of Year $ 568,128 $ 303,507 $ {264,621)
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CAPITAL PROJECTS FUNDS

Capital Projects Funds are used to account for all resources to be used for the

acquisition and/or construction of major capital facilities, which are not financed by
proprietary fund types.



ZAPATA COUNTY, TEXAS
CAPITAL PROJECTS FUND

STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED SEPTEMBER 30, 2008

REVENUES:
Intergovernmental
Interest

Total Revenues

EXPENDITURES:
Issuance Costs
Construction in Process

Total Expenditures

Excess (deficiency} of revenues
over expenditures

Other Financing Sources (Uses):

Lean Proceeds
Net Other Financing Sources (Uses)
Excess (deficiency) of revenues and other

financing sources over expenditures
and other financing uses

Fund Balance at beginning of year
Fund balance at end of year

Water
Road Bonds Plant Total
$ - - % -
397,199 - 397,199
397,199 - 397,199
5,634,135 602,251 6,236,386
5,634,135 602,251 6,236,386
(5,236,936) {602,251) {5,839,187)
- 602,251 602,251
- 602,251 602,251
(5,236,936) - (5,236,936)
14,484,717 - 14,484,717
$ 9,247,781 - % 0,247,781
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FIDUCIARY FUNDS

Trust and Agency Funds — Trust Funds are used to account for assets held by the
County in a trustee capacity. Agency Funds are used to account for assets held by the

County as the agent for individuals, private organizations, other governments, and/or
other funds,
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SINGLE AUDIT SECTION

This section contains information regarding grant activity for the year ended September
30, 2003, which was audited under the guidelines of the Single Aundit Act Amendments
of 1996 and the United States Office of the Management and Budget’s Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations and the provisions of
the State of Texas Uniform Grant and Contract Management Standards



FLORES AUDITING, PLLC

3112 SPRING CREEK
LAREDO, TX 78045
Tel: (956) 717-4193; Fax (956) 717-1484

Gloria E. ‘Gigi’ Flores, CPA Jorge C. Flores, Manager

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

To the Zapata County Commissioners Court
Zapata, Texas

We have audited the financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund information
of Zapata County, Texas, as of and for the year ended September 30, 2008, which collectively comprise Zapata
County, Texas's basic financial statements and have issued our report thereon dated April 17, 2009. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America

and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Zapata County, Texas's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Zapata County,
Texas's internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of
the Zapata County, Texas’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
Zapata County, Texas's ability to initiate, authorize, record, process, or report financial data reliably in accordance
with generally accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the Zapata County, Texas’s financial statements that is more than inconsequential will not be
prevented or detected by the Zapata County, Texas's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than
a remote likelihood that a material misstatement of the financial statements will not be prevented or detected by
the Zapata County, Texas’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses, as defined ahove.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Zapata County, Texas’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no

instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards.
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We noted certain matters that we reported to management of Zapata County, Texas, in a separate letter dated
April 17, 2009,

This report is intended solely for the information and use of management, County Commissioners, others within

the entity, and federal awarding agencies and pass-through entities and is not intended to ba and should not be
used by anyone other than these specified parties.

Jhowr Lotz P

Flores Auditing, PLLC

Laredo, Texas
April 17, 2009
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FLORES AUDITING, PLLC

3112 SPRING CREEK
LAREDO, TX 78045
Tel: (956) 717-4193; Fax (956) 717-1484

Gloria E. ‘Gigi’ Flores, CPA Jorge C. Flores, Manager

REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Zapata County Commissioners Court
Zapata County, Texas

Compliance

We have audited the compliance of Zapata County, Texas, with the types of compliance requirements described
in the U. S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable
to each of its major federal programs for the year ended September 30, 2008. Zapata County, Texas's major
federal programs are identified in the summary of auditor's results section of the accompanying schedule of
findings and questioned costs. Compliance with the requirements of laws, regulations, contracts, and grants
applicable to each of its major federal programs is the responsibility of Zapata County, Texas's management, Qur
responsibility is to express an opinion on Zapata County, Texas’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal program occurred.
An audit includes examining, on a test basis, evidence about Zapata County, Texas's compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination of Zapata County, Texas's compliance with those requirements.

In our opinion, Zapata County, Texas, complied, in all material respects, with the requirements referred to above
that are applicable to each of its major federal programs for the year ended September 30, 2008. The results of
our auditing procedures disclosed no instances of noncompliance with those requirements.

Internal Control Over Compliance

The management of Zapata County, Texas, is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered Zapata County, Texas’s internal control over
compliance with the requirements that could have a direct and material effect on a maijor federal program in order
to determine our auditing procedures for the purpose of expressing our opinion on compliance, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of Zapata County, Texas'’s internal control over compiiance.

A controf deficiency in an entity’s internal control over compliance exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their assigned functions, to prevent
or detect noncompliance with a type of compliance requirement of a federal program on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
entity'’s ability to administer a federal program such that there is more than a remote likelihood that

noncompliance with a type of compliance requirement of a federal program that is more than inconsequential will
not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than

a remote likelihood that material noncompliance with a type of compliance requirement of a federal program will
not be prevented or detected by the entity's internal control.
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Our consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and would not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal control over compliance that
we consider to be material weaknesses, as defined above,

This report is intended solely for the information and use of management, County Commissioners, others within
the entity, and federal awarding agencies and pass-through entities and is not intended to be and should not be
used by anyone other than these specified parties.

Do Mﬁ L peec

Flores Auditing, PLLC

Laredo, Texas
April 17, 2009
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Zapata County, Texas
Schedule of Expenditures of Federal and State Awards
For the Year Ended September 30, 2008

FEDERAL GRANTOR/ FEDERAL FEDERAL/ PASS THROUGH
PASS THROUGH GRANTOR/STATE CFDA STATE AMOUNT TO
GRANTOR/PROGRAM TITLE NUMBER EXPENDITURES SUBRECIPIENTS
FEDERAL AWARDS

U.S. Department of Agriculture
Passed Through South Texas Development Council

Nutrition Program for the Elderly - C1, C2, USDA 10.570 $ 75,580 § -

Passed Through Rural Development

Housing Preservation 10.500 75,000 -

Total U.S. Department of Agriculture 150,580 -

U.S. Department of Housing and Urban Development

Passed Through ORCA

Raw Water Line 727115 14.228 492,300 -

Passed Through Texas Department of Transportation

Border Colonia Access Program 14.200 604,953 -
Total U.S. Department of Housing and Urban Development 1,097,253 -

U.S. Department of Health and Human Services
Passed Through Serving Children & Adolescents in Need

Serenidad 93.659 564,469 -

Passed Through Community Action Council of South Texas

Elderly and Disable Program 93.044 25,143 -
Total U1.S. Department of Health and Human Services 589,612 -

U.S. Environmental Protection Agency
Passed Through Water Development Board :
Drinking Water State Rovolving Fund Project 61275 66.468 602,251 -

Total U.S. Department of Health and Human Services 802,251

U.S. Department of Justice
Passed Through Texas Dept. of Public Safety

Border Security 16.000 235,146
Local Border Security 16.000 480,320 -
Passed Through City of Laredo, Texas
Financial Task Force 16.574 145,727 -
Passad Through Office of the Governor Criminal Justice Division
Juvenile Justice Alternatives 16.000 33,334 -
Juvenile Treatment Project 1852201 16.540 21,250 -
Operation Linebacker DJ-05-A10-18161-01 16.738 147,708
Total U.S. Departmant of Justice 1,063,485 -
TOTAL EXPENDITURES OF FEDERAL AWARDS $ 3,503,181 § -
STATE AWARDS
Texas Juvenile Probation Commission
TJPC- Probation (Schedule of State Financial Assistance attached) N/A $ 178,825 § -
Total Texas Juvenile Probation Commission 178,825

Other Texas Grants

Lone Star Library Grant N/A 5,188 -
Parks and Wildlife N/A 400,000

Total Other Texas Grants 405,188 -
TOTAL EXPENDITURES OF STATE AWARDS 584,013 -
TOTAL EXPENDITURES OF FEDERAL AND STATE AWARDS 5 4087194 § -
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(1)

(2)

(3)

ZAPATA COUNTY, TEXAS

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS

FOR THE YEAR ENDED SEPTEMBER 30, 2008

(General

The accompanying Schedule of Expenditures of Federal and State Awards presents the
federal and state grant activity for the Zapata County, Texas (the County). The reporting
entity is defined in Note 1 to the County’s financial statements.

Basis of Presentation

The accompanying Schedule of Expenditures of Federal and State Awards is presented
using the modified accrual basis of accounting, which is described in Note ! of the
County’s notes to financial statements. The information in this schedule is presented in
accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments and Non-Profit Organizations and the State of Texas Uniform Grant &
Contract Management Standards (UGCMS). Therefore, some amounts presented in this

schedule may differ from amounts presented in, or used in the preparation of the financial
statements.

Relationship to Federal and State Financial Reports

Amounts reported in the accompanying schedule may not agree with the amounts reported
in the related Federal and State financial reports filed with the grantor agencies because of
accruals made in the schedule, which will be included in the future reports filed with the
agencies.
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ZAPATA COUNTY , TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Section 1 - Summary of Auditor’s Results Description
Financial Statements
Type of auditor’s report issued: Unqualified
Internal control over financial reporting
- Material weakness(es) identified ? No
- Reportable condition(s) identified

not considered to be material

weaknesses? No
Noncompliance material to financial Statements noted? | No
FEDERAL AWARDS
Internal Control over major programs:
- Material weakness(es) identified ? No
- Reportable condition(s) identified not considered to be
material weaknesses? No
Type of auditor’s report issued on compliance for major
programs: Unqualified
Any audit findings disclosed that are required to be
reported in accordance with Circular A-133,
Section.510{a) ? No
Dollar threshold used to distinguish
Between Type A and Type B programs: $500,000
Auditee qualified as low risk auditee? Yes
Identification of Major Federal Programs: 93.959 Serenidad Grant

14.200 U.S Department of Housing & Urban Development
passed through Texas Dept. of Transportation
66.468 U. S. Environment Protection Agency
Passed through Water Development Board

STATE AWARDS

Internal Control over Compliance:

- Material weakness(es) identified? No
- Were reportable condition(s) identified that were No

not considered to be material weaknesses?
Type of auditor’s report on compliance for major
programs: Unqualified
Any audit findings disclosed that are required to be
reported in accordance with UGCMS? No
Dollar threshold used to determine Type A programs: $300,000
Auditee as low-tisk auditee? N/A
Identification of major programs: N/A

Section IT — Financial Statement Findings

None

Section II1 — Schedule of Federal and State Award Findings and Questioned Costs

None
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ZAPATA COUNTY, TEXAS
SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

No prior year finding noted.
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Zapata County, Texas
Auditors’ Letter to Management
For the Year Ended September 30, 2008



FLORES AUDITING, PLLC
3112 SPRING CREEK
LAREDO, TX 78045
Tel: (956) 717-4193; Fax (956) 717-1484

Gleria E. ‘Gigi® Flores, CPA Jorge C. Flores, Manager

April 17, 2009

To the Honorable County Judge
And the Honorable Commissioners’ Court
Zapata County, Texas

In planning and performing ocur audit of the financial statements of Zapata County, Texas for the year ended
September 30, 2008, we considered the County’s internal control structure to determine our auditing procedures for

the purpose of expressing an opinion on the financial statements and not to provide assurance on the internal control
structure,

This letter does not affect our report dated April 17, 2009 on the financial statements of Zapata County, Texas. We
will review the status of these comments during our next audit engagement.

1)

2)

3)

1y

2)

3)

Current Year Comments

Zapata County has an increasing number of grants and projects being developed. Accounting for these
grants and projects should be kept separate. In some instances, the county accounts for grants from the
same funding source in the same fund. All grants should be kept in separate funds. In the case of projects
with various funding sources (example: a project funded by a grant and by the general fund), expenditures
are shown in both the general fund and in another fund for the same project. Projects should also be
accounted for in the same fund.

Additionally, certain grant reimbursements are deposited back into the expenditure accounts that were
originally charged (example: reimbursements for fuel are deposited back into the fuel expenditure account).
All grants should have revenue and expenditure budgets. Any reimbursements should be deposited into a
revenue account and not an expenditure account.

The Waterworks Department needs to work with their software company to ensure that the printouts
available from the system are set up properly to provide the necessary information for analysis by
management. Certain printouts run by Waterworks Department staff did not reflect necessary information.

Training by the software provider should be provided to Waterworks staff to properly set up the necessary
information.

County’s Response

The county uses Hill Country Software for its financial systems. Hill County Software allows only two
digits for its fund numbers. With the number of funds the county has, it has become increasingly difficult
to allow each grant and each project its own fund number. Hill Country is having a major upgrade to its
system which will allow up to four digits for its fund number, We should be receiving the upgrade within
the next few weeks.

Once we have the computer software upgrade, all grants will have their own fund with revenue and
expenditure line items,

Waterworks Department staff is working with their software provider to correct this finding.
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General Comments

We would like to point out that this letter is, by its very nature, critical and does not point out many strong features
in your system of internal accounting control,

This report is intended solely for the information and use of the Honorable Commissioners Court, management, and
others within the County and should not be used for any other purpose. This restriction is not intended to limit the
distribution of this report, which, upon its acceptance, is a matter of public record.

We would like to acknowledge the cooperation and assistance given to us by your personnel and the many

courtesies extended to us during the course of the examination. Should you have questions regarding this letter or
the implementation of any of the suggestions mentioned, please contact us at your convenience.

%M&Jﬂ“

Flores Auditing, PLLC
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