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- COUNTY OF PPARNQLA

CARTHAGRE, TEXAS N ‘

'
H
‘

June 16,2005 RS

Robinson & Williams, P.L.L.C. “ N

416 West Panola , S :

We are providing this letter in connection with your audit of the financial statements of .-
Panola County as of December 31, 2004 and for the year then ended for the purpose of
expressing an opinion as to whether the financial statements present fairly, in all material _

respects, the respective financial position of the governmental activities, each major fund, =~

and the aggregate remaining fund information of Panola County and the respective
changes in financial position and cash flows, where applicable in conformity with U.S.

generally accepted accounting principles. We confirm that we are responsible for the fair

presentation of the previously mentioned financial statements in conformity with U.S.

~ generally accepted accounting principles. We are also responsible for adopting sound

accounting policies, establishing and maintaining internal control, and preventing and
detecting fraud.

We confirm, to the best of our knowledge and belief, as of June 16, 2005, the following
representations made to you during your audit.

1. The financial statements referred to above are fairly presented in
conformity with U.S. generally accepted accounting principles and include |
all properly classified funds and other financial information of Panola
County and its component units required by generally accepted accounting
principles to be included in the financial statements of the County.

2, We'have made available to you all -

a. Financial records and related data (and all audit or relevant monitoring
reports, if any, received from funding sources).

b. Minutes of the meeting of the Commissioners Court or summaries of
actions of recent meeting for which minutes have not yet been
prepared.

. 3. - There have been no communications from regulatory agencies concerning
’ noncompliance with, or deficiencies in, financial reporting practices.
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P

There are no material transactions that have not been properly recorded in
accounting records underlying the financial statements of the schedule of
expenditures of federal and state awards. .

o~

e AT NS R T e T P

' We believe the effects of any uncorrected financial statement
Lo : misstatements are jmmaterial, both individually and in the aggregate, 10
. o . the financial statements taken as a whole.

et NET

) : We acknowlcdge our responsibility for the design and implementation of
' . . programs and controls to prevent and detect fraud.

e We have no knowledge of any fraud or suspected fraud affecting the
. LT : County involving:

S

e e e e ST

a. Management,

~

b. Employees who have significant roles in internal control, or T ' ;

w0 . ¢. Others where the fraud could have a matenial effect on the financial
statements.

e oo 4 e TR TAR AT i R See S ERRAT

f

o ‘ We have no knowledge of any allegations of fraud or suspected fraud
. - ; affecting the County reccived in communication from employees, former
- employeces, analysts, regulators, or others.

et

- s

The County has no plans or intentions that may materially affect the
" carrying value of classification of assets, Jiabilities, or fund equity.

. The following, if any have been properly recorded or disclosed inthe .
R financial statements:

. a. Related party transactions, including revenues, expenditures/expenses,
AU ’ - loans, transfers, leasing arrangements, and guarantees, and amounts - '
' receivable from or payable to related parties. . . )

- . . b. Guarantees, whether written or oral, under whiéh the County is
L A contingently liable.” -~ -~ . o
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Page 4

14.. The County has satisfactory title to all owned assets, and there are no liens

‘ R R or encumbrances on such assets nor has any asset been pledged as
: . . collateral.

15.  The County has complied with all aspects of contractual agreements that
would have a material effect on the financial statements in the event of
noncompliance. .

16.  The financial statements properly classify all funds and activities.

17.  All funds that meet the quantitative criteria in GASB Statement Nos. 34

g and 37 for presentation as major are identified and presented as such and

1 all other funds that are presented as major are particularly important to
financial statement users.

f_ . . . -18.  Netasset components (invested in capital assets, net of related debt;

i coe restricted; and unrestricted) and fund balance reserves and designations

§r : ' are properly classified and, if applicable, approved.

}:4

m 19.  Provisions for uncollectible receivables have been properly identified and

Z; recorded.

i 20.  Expenses have been appropniately classified in or allocated to functions

¥ and programs in the financial statements, and allocations have been made

i ' on a reasonable basis.

21.  Revenues are appropriately classified in the financial statements within
program revenues, general revenucs, contributions to term or permanent
. endowments, or contributions to permanent fund principal. |

22, Interfund and internal balances have been appropriately classified and
reported.

. 23.  Deposits and investment securities are properly classified in category of
. . custodial credit risk.

- 24, Capital assets, including infrastructure assets, are properly capitalized,
. reported, and, if applicable, depreciated.

.25.  Required supplementary information (RSI) is measured and prescnted
within prescribed guldelmes.
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Robinson & Williams, P.L.L.C. . : L

June 16, 2005
Page §

26.

With respect to federal and state award programs: .

a.

We are responsible for complying and have complied with the L.
requirements of grantor agencies. . SN
We have identified in the schedule of expenditures of federal and qtaté -

awards, expenditures made during the audit period for all awards . -
provided by federal and state agencies in the form of grants, e

cooperative agreements, direct appropriations, and other assistance.

We are responsible for complying with the requirements of laws, coh
regulations, and the provisions of contracts and grant agreements o oL
related to each of our federal and state programs and have identified

and disclosed to you the requirements of laws, regulations, and the
provisions of contracts and grant agreements that are considered to

have a direct and material effect on the federal and state programs. - . ' -

We are responsible for establishing and maintaining effective internal
control over compliance requirements applicable to federal and state
programs that provide reasonable assurance that we are managing our -
awards in compliance with laws, regulations, and the provisions of
contracts and grant agreements that could have a material effect on
these programs. We believe the internal control system is adequate

and is functioning as intended. Also, no changes have been made in =
the internal control system to the date of this letter that might ’
significantly affect internal control.

P

We have made available to you all contracts and grant agreements
(including amendments, if any) and any other correspondence with
federal or state agencies.

Federal and state program financial reports and claims for advances

and reimbursements are supported by the books and records from

which the financial statements have been prepared, and are prepared = ...
on a basis consistent with the schedule of expenditures of federal and
state awards.

The copies of federal and state program financial reports provided you
are true copies of the reports submitted, or electronically transmitted,
to the respective federal or state agency, as applicable.
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|
» ) \; '(.
h. Panola County has no sub-recipients to which any federal or state o
: awards have been passed. L
o To the best of our knowledge and belief, no events, including instances of N
-+« ' noncompliance, have occurred subsequent to the balance sheet date and through the date F
of this letter that would require adjustment to or disclosure in the aforementioned f
) financial statements. ' ¢ 0
. Sincerely, =
y . P
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} June 16, 2005 .
: To the Honorable Members - .
Of The Commissioners Court : L )
H Of Panola County. Texas , ‘ } RS o
; Carthage, Texas 75633 o ) :
E Members of the Commissioners” Court X
£, ! ) *
D B We have audited the financial statements of Panola County, Texas for the year ended - N
VB December 31, 2004, and have issued our report thereon dated June 16, 2004. Professional
7 standards require that we provide you with the following information related to our audit.
i
t Our Responsibility under U.S. Generally Accepted Auditing Standards and Government
i Auditing Standards ;
‘ ' As stated in our engagement letter dated June 22, 2004, our responsibility, as described
. by professional standards, is to plan and perform our audit to obtain reasonable, but not
i absolute, assurance about whether the financial statements are free of material
: misstatement and are fairly presented in accordance with U.S. generally accepted
{ accounting standards. Because an audit is designed to provide reasonable, but not .
- absolute assurance and because we did not perform a detailed examination of all o
i . . . . . . [
; transactions, there is a risk that material misstatements may exist and not be detected by
g us. .
§ ; As part of our audit, we considered the internal control of Panola County. Such
P considerations were solely for the purpose of determining our audit procedures and not to - .
o ! provide any assurance concerning such internal control. As part of obtaining reasonable 3
ik assurance about whether the financial statements are free of material misstatement, we ' -
Yk performed tests of Panola County’s compliance with certain provisions of laws, L
PR regulations, contracts, and grants. However, the objective of our tests was not to provide Ce
; . an opinion on compliance with such provisions. L
f Other Information in Documents Containing Audited Financial Statements
; The Introductory Section and Statistical Data section contained in the financial ‘
- statements are presented solely for purposes of additional analysis. This data has been
] summarized from Panola County, Texas records and was not subjected to the audit .
procedures applied in the audit of the financial statements. Accordingly, we do not .
{ express an opinion on such data. T
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Commissioners Court
Page 2

Significant Accounting Policies

Management is responsible for the selection and use of appropriate accounting policies.
In accordance with the terms of our engagement letter, we will advise management about
the appropriateness of accounting policies and their application. The significant
accounting policies used by Panola County are described in Note 1 to the financial
statements. No new accounting policies were adopted and the application of existing
policies was not changed during 2004. We noted no transactions entered into by Panola
County during the year that were both significant and unusual, and of which, under
professional standards, we are required to inform you, or transactions for which there is a
lack of authoritative guidance or consensus.

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management’s knowledge and experience about past and
current events and assumptions about future events: Certain accounting estimates are
particularly sensitive because of their significance to the financial statements and because
of the possibility that future events affecting them may differ significantly from those
expected. The most sensitive estimates affecting the financial statements were:

Management’s estimate of the allowance for uncollectible taxes is based on historical
collections. We evaluated the key factors and assumptions used to develop the allowance
for uncollectible taxes in determining that it is reasonable in relation to the financial
statements taken as a whole.

Management’s estimate of the accrual for accumulated vacation benefits is based on S
historical and current estimates of amounts potentially due employees of the County. We
evaluated the key factors and assumptions used to develop the accrual for accumulated
vacation benefits in determining that it is reasonable in relation to the financial statements
taken as a whole.

Management'’s estimate of accumulated depreciation and current year depreciation

~ expense is based on the historical cost and estimated useful life of the assets. We

evaluated the key factors and assumptions used to develop the accumulated depreciation
and current year depreciation expense in determining that it is reasonable in relation to
the financial statements taken as a whole. C
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Page 3 ' .
Audit Adjustments ‘ ' y

For purposes of this letter, professional standards define an audit adjustment as a
proposed correction of the financial statements that, in our judgment, may not have been
detected except through our auditing procedures. An audit adjustment may or may not -
indicate matters that could have a significant effect on Panola County‘s financial

reporting process (that is, cause future financial statements to be materially misstated). In
our judgment, none of the adjustments we proposed, whether recorded or unrecorded by

Panola County, either individually or in the aggregate, indicate matters that could havea .

significant effect on Panola County’s financial reporting process.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with
management as a matter, whether or not resolved to our satisfaction, concerning a
financial accounting, reporting, or auditing matter that could be significant to the
financial statements or the auditor’s report. We are pleased to report that no such
disagreements arose during the course of our audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing
and accounting matters, similar to obtaining a “second opinion” on certain situations. Ifa
consultation involves application of an accounting principle to the governmental unit’s
financial statements or a determination of the type of auditor’s opinion that may be
expressed on those statements, our professional standards require the consulting
accountant to check with us to determine that the consultant has all the relevant facts. To
our knowledge, there were no such consultations with other accountants.

Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting
principles and auditing standards, with management each year prior to retention as Panola
County’s auditors. However, these discussions occurred in the normal course of our
professional relationship and our responses were not a condition to our retention.
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! Page 4

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing our
audit.

This information is intended solely for the use of the Commissioners Court of Panola

L
i
3 N
Fo
Y A
¢ >
N
5.
™
2 .
i .n\
R
)t -
' 4
AR
N
i} '
A :
4 H
he s
L. .
& '
A K

T
v

County and management of Panola County and is not intended to be and should not be ’
used by anyone other than these specified partiés. . . .
Sincerely, . L .
Relisni 4L SR E
Robinson & Wllhams, P.LLC.. ce D i
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ROBINSOX & WILLIAMS, PLLE. ( AMERICAN m‘srmm ;ﬂégzﬁxﬁ; PUBLIC ACOOUNTANTS
CER““EE‘Z%S%T: ,’,‘ff,g&“ ANTS S EXAS SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS

CARTHAGE.'I‘EXAS 75633

TELEPHONE
(903) 6938522 :

June 16, 2005 ) . \ ‘
To the Honorable Members . . o ) : L \ ;
Of The Commissioners Court S ol I
Of Panola County. Texas - S : W PR T
Carthage, Texas 75633 S T

' . . B N - L
Members of the Commissioners’ Court . . 2 AT
We have audited the financial statements of Panola County, Texas for the year ended ' E \
December 31, 2004, and have issued our report thereon dated June 16, 2004. Professional - ‘ v

standards require that we provide you with the following information related to our audit. ) R

Our Responsibility under U.S. Generally Accepted Auditing Standa?ds and Government ‘
Auditing Standards B :

As stated in our engagement letter dated June 22, 2004, our responsibility, as described

~ by profcssional standards, is to plan and perform our audit to obtain reasonable, but not

absolute, assurance about whether the financial statements are free of material
misstatement and are fairly presented in accordance with U.S. generally accepted - .
accounting standards. Because an audit is designed to provide reasonable, but not co <
absolute assurance and because we did not perform a detailed examination of all o SN ;
transactions, there is a risk that material misstatements may exist and not be detected by s p
us. . . oo

As part of our audit, we considered the internal control of Panola County. Such IR
considerations were solely for the purpose of determining our audit procedures and not to C !
provide any assurance concerning such internal control. As part of obtaining reasonable ‘
assurance about whether the financial statements are free of material misstatement, W€ R . 4
performcd tests of Panola County’s compliance with certain provisions of laws, o '
regulations, contracts, and grants. However, the objective of our tests was not to provide - M

an opinion on compliance with such provisions.

o

e am e A A

Other Information in Documents Containing Audited Financial Statements

The Introductory Section and Statistical Data section contained in the financial

statements are presented solely for purposes of additional analysis. This data has been :
summarized from Panola County, Texas records and was not subjected to the audit P
procedures applied in the audit of the financial statements. Accordingly, we do not ' '
express an opinion on such data. .

. i

e Y

“ ¢ i

J v

4 e
. R .
' . e g

- v N 1 ! L

. et "oy, ) 5
N ) . PR &

. N 5
o ° < ! ! i

£ ) s &

H ) .
~ .

f . . -

\ Voo N N , ;Y

- 3 * 13 N i

Al

‘ 4 . N - R ;

. . e 2

i 4 R . - P E

N PR * “ .

¢ ¢ ES ~

* &

\

Lo el

«
anen

PR et

:
oY




B T e T

RS AL AN LA EECs el

™

PRt

o e - < T PR - . e awwes,

P e pomaSna T T O L

83

renyn s e g S RRE

a2 oy B A e SR UM e Dt P AL

Commissioners Court
Page 2 -

Significant Accounting Policies

Management is responsible for the selection and use of appropriate accounting policies.

In accordance with the terms of our engagement letter, we will advise management about

the appropriateness of accounting policies and their application. The significant

accounting policies used by Panola County are described in Note 1 to the financial

statements. No new accounting policies were adopted and the application of existing

policies was not changed during 2004. We noted no transactions entered into by Panola
County during the year that were both significant and unusual, and of which, under
professional standards, we are required to inform you, or transactions for which thereisa ' -
lack of authoritative guidance or consensus.

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management’s knowledge and experience about past and
current events and assumptions about future events. Certain accounting estimates are
particularly sensitive because of their significance to the financial statements and because
of the possibility that future events affecting them may differ significantly from those
expected. The most sensitive estimates affecting the financial statements were:

Management’s estimate of the allowance for uncollectible taxes is based on historical
collections. We evaluated the key factors and assumptions used to develop the allowance

W,

for uncollectible taxes in determining that it is reasonable in relation to the financial

. statements taken as a whole.

Management’s estimate of the accrual for accumulated vacation benefits is based on
historical and current estimates of amounts potentially due employees of the County. We
evaluated the key factors and assumptions used to develop the accrual for accumulated

_ vacation benefits in determining that it is reasonable in relation to the financial statements '

taken as a whole.
i .
Management's estimate of accumulated depreciation and current year depreciation
. expense is based on the historical cost and estimated useful life of the assets. We
evaluated the key factors and assumptions used to develop the accumulated depreciation

. and current year depreciation expense in determining that it is reasonable inrelationto
- the financial statements taken as a whole. ' S
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L For purposes of this letter, professional standards define an audit adjustment as a -
F proposed correction of the financial statements that, in our judgment, may not have been
H " detected except through our auditing procedures. An audit adjustment may or may not ,
% indicate matters that could have a significant effect on Panola County*s financial
¢ reporting process (that is, cause future financial statements to be materially misstated). In .
y . . 7
our judgment, none of the adjustments we proposed, whether recorded or unrecorded by o :
v Panola County, either individually or in the aggregate, indicate matters that could have a - . .
{ significant effect on Panola County’s financial reporting process. —_— ] ) o
% R
i Disagreements with Management
! For purposes of this letter, professional standards define a disagreement with :
§ management as a matter, whether or not resolved to our satisfaction, concerning a g i
{ financial accounting, reporting, or auditing matter that could be significant to the oo
' financial statements or the auditor’s report. We are pleased to report that no such : . 3} :
: disagreements arose during the course of our audit. . e o
; .
i Consultations with Other Independent Accountants
; . . ; - : |
In some cases, management may decide to consult with other accountants about auditing i g
f and accounting matters, similar to obtaining a “second opinion™ on certain situations. Ifa . - Co
: consultation involves application of an accounting principle to the governmental unit’s : . c
i financial statements or a determination of the type of auditor’s opinion that may be s -
¢ expressed on those statements, our professional standards require the consulting
: accountant to check with us to determine that the consultant has all the relevant facts. To . . -
b our knowledge, there were no such consultations with other accountants. o . ‘
: ‘ o ) .
{ Issues Discussed Prior to Retention of Independent Auditors R
¢ We generally discuss a variety of matters, including the application of accounting ' ‘
principles and auditing standards, with management each year prior to retention as Panola - ‘
2 * County’s auditors. However, these discussions occurred in the normal course of our , . .
: rofessional relationship and our responses were not a condition to our retention. S - ;
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Difficulties Encountered in Performing the Audit |
¥
- ‘g
S . We encountered no significant difficulties in dealing with management in performing our \
Vs audit. x
This information is intended solely for the use of the Commissioners Court of Panola - :
County and management of Panola County and is not intended to be and should not be :
. used by anyone other than these specified parties. . . i
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STEPHANIE PRICE

AUDITOR ASSISTANT AUDITOR
. JENNIFER STACY
3 ASSISTANT AUDITOR
OFFICE OF
PANOLA COUNTY AUDITOR
COURTHOUSE ANNEX ¢ ROOM 213A
N CARTHAGE, TEXAS 78633
903-693-0320
June 21, 2005

Honorable District Judge Guy Griffin,

Honorable County Judge David L. Anderson,

Honorable County Commissioners, -
and Taxpayers and Citizens of Panola County

Conforming to statutory requirements of the duties of the County Auditor, submitted herewith is the
Comprehensive Annual Financial Report for Panola County, Texas, for the fiscal year ended
December 31, 2004. The accompanying financial statements were prepared in accordance with
accounting principles generally accepted in the United States of America as promulgated by the
Governmental Accounting Standards Board, and audited in accordance with auditing standards
generally accepted in the United States of America by a firm of licensed public accountants.

This report consists of management’s representations concerning the finances of Panola 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 Panola County has established a comprehensive internal control
framework that is designed to both protect the government’s assets from loss, theft, or misuse and to
compile sufficient reliable information for the preparation of the County’s financial statements in
conformity with GAAP. Because the cost of internal controls should not outweigh their benefits, the
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 management, we assert that, to the best of our knowledge and belief, this ﬁnanclal report is

complete and reliable in all material respects. 3 )
The financial statements of Panola County have been audited by Robinson & Williams, P.LL.C., a
firm of licensed certified public accountants. The goal of the independent audit was to provide
reasonable assurance that the financial statements of the County for the year ended December 31,
2004 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; and evaluating the
overall financial statement presentation. The independent auditor concluded, based upon the audit,
that there was a reasonable basis for rendering an unqualified opinion on Panola County’s financial
statements for the year ended December 31, 2004, and that they are fairly presented in conformity
with GAAP. The independent auditor’s report is presented as the first component of the financial
section of this report.

GAAP require that management provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of Management’s Discussion and Analysis

i (MD&A). This letter of transmittal is designed to compliment MD&A and should be read in
- conjunction with it. Panola County’s MD&A can be found immediately following the Independent

Anditor’s Report. R fL . ) “ .
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.. PROFILE OF THE GOVERNMENT - ' . .~

~

% . Located in East Texas, Panola County, Texx{s, was organized in 1846. Panola County currently
’ ) occupies a land area of 801 square miles and serves a population of 22,734,

i The County operates as specified under a County Judge - Commissioners’ Court type of : ‘
i government, consisting of one County Judge and four Commissioners. The County Judge is the
T ) presiding officer of the Commissioner’s Court, the governing body of the County, and is elected for a S - '
i four-year term by the voters of the County. Each Commissioner represents one of the four - '
: Commissioner precincts into which the County is divided and is elected by the voters of his precinct U
: for a four-year term. The Commissioners’ Court has only powers expressly granied to it by the o .
; Jegislature and powers necessarily implied from such grant. Among other duties, it proposes and ; =T
A : approves the County budget, determines the County tax rates, approves contracts in the name of the .
s . County, determines whether a proposition to issue bonds should be submitted to the voters, appoints
! certain County officials, and makes other decisions concerning the operation of the County.

o owep T

Panola County provides a full rangé of services, incinding public safety, public transportation C o
(highways and roads), health and welfare, culture and recreation, conservation (agriculture), public ' X
facilities, judicial and legal, election functions, and general and financial administrative services. i

i e A 4

Budgets and Budgetary Controls

P it e

e o

The annual budget serves as the foundation for Panola County’s financial planning and control. The
County Judge is by statute the County Budget Officer and is responsible for determining the
Commissioners’ Court guidelines for the proposed County budget. After being furnished the budget
guidelines by the County Judge, the County Auditor prepares an estimate of revenues and a

compilation of expenditures as set out in the guidelines. The proposed budget is filed in the office of
the County Clerk as public record.

s - ——

3

A public hearing is held on the budget by the Commissioner’s Court. Department heads and any . '
other interested citizens may appear. Before determining the final budget, the Commissioners® ST
Court may increase or decrease the amounts as proposed in the budget. Expenditure amounts finally ..

budgeted may not exceed the estimated revenues and available cash. A tax rate is then set whichwill ~. ~ Lo
U . generate the estimated ad valorem tax revenues in the budget.
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‘When the final budget has been adopted by the Commissioners’ Court, the County Auditor is . ey
responsible for monitoring the expenditures of the various departments to prevent expenditures from - _—
exceeding budgeted appropriations and for keeping the Commissioners’ Court advised of the ' '

"

e « .o
et e s b e b i e

condition of the various funds and accounts. ) ‘ [

Each fund is budgeted on an annual basis, by the primary activities of salaries and benefits, supplies, - i ) ’ . .

other services and charges, and capital outlay. Budget to actual comparisons are provided in this
- report for the General Fund and all major special revenue funds.

R B T g €

Financial Administration ‘ .

Ea]

v

The officials having responsibility for the financial administration of the County are the County . ‘
Judge and four County Commissioners (the “Commissioners’ Court™), the Tax Assessor-Collector, ‘
the County Treasurer, and the County Auditor.

The Tax Assessor-Collector Is elected for a four-year term and is responsible for collecting ad ‘(,i
valorem taxes and collecting certain State and County fees and other taxes for the County. Duties of .ol
the County Treasurer, who is also elected for a four-year term, include depositing monies received by . .
the County into the depository selected by the Commissioners’ Court, signing and registering all of - [
the County’s checks (except certain agency funds), preparation of payroll, maintenance and J
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B . The Position of ¢ County has continued (g p, Sound gyep the pagt Year,

PREMIPE R P »”:‘?}53@952’%’}2&?&?‘“
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Sompflation of all Personne} records, Preparation ofqunrterly and monthiy State, county,
Feports ang other financiy) functiops,

» iBSurance,
udget Preparation g4 Instructeq by the Commissloners’

Y Comm ssioners® C, t and various othey ancial relat, activities, ¢ County Auditor also
Serves as fiseg) officer for the Compy, unity § Pervision Orrections Department and the Juvenjje
Tobation Department.

Panoly County €ontinyes ¢, rank as gne of the leading Ratura] gaq Producers i East Texas,
Continyeq lignite Mmining activitieg along wigy BeW natypg) 835 wells cony;
activitjes,

. All of these Activities hgye had 5 Ppositiv act on €mployment and the County ¢ base, 4 great
N eal of credjy should e gi e industrial, civic, OVernmengq] leaders 1o, these Positive
condj;

un
enabled e County ¢, maintain thig constant Jéye) were;

The Commissioners Court continues o po very active iy budgeting financig] Fesources ¢q
rehabilieate all county maintaineq lnfrastructure OVer a number of Years in ¢he M08t econgmjey) way,

e Bty con 0 m,
financig) resources iy ghe Road Bopg 97 capital Projects fynq to meet the County’s
Bssociated wig, new state Mghway constructiop, The County ajs Maintaing Adequpte financig)
e Fesources i ¢he Alrporg Speclal revenye fund gpq In the Permaneny Improvement caplea) Projects
. d for the County's mateh of gran¢ Programg o, alrport lmprovements and Malntenanee, .
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Also, Panola County continues the long-term lease of the county-owned hospital to East Texas
Medical Center Regional Healthcare System. This financial agreement has provided revenues and a

very reasonable, low-cost indigent care program that provides needed health benefits for qualified
citizens.

Cash Management Policles and Practices

Cash temporarily idle during the year was invested in certificates of deposit ranging from 31 to 120
days to maturity. Demand deposit accounts are in super now interest bearing accounts. The average
overall yield on demand deposits and certificates of deposit during the year was 1.65%.

Panola County has a depository contract with First State Bank & Trust of Carthage, Texas. The
contract requires the bank to maintain securities pledged to Panola County at a market value equal
to or greater than total deposits exceeding the amount covered by insurance of the Federal Deposit
Insurance Corporation (FDIC). At no time during the year was the market value of pledged
securities less than the amount on deposit not covered by insurance.

Risk Management

As outlined in the statistical data section, found on pages 148 - 180, Panola County has developed a
complete insurance program to protect against the risk inherent with the operation of county
government. This includes various policies protecting public officials, law enforcement officials, auto
liability, injuries in building premises and on the job, and various other policies. The County sends
officials to seminars regularly regarding safety and the prevention of workers compensation claims. N
Various literature and training has been made available to county employees. The County presently

has a loss control program which was adopted by the Commissioners Court. The policy was

designed to prevent injuries to its employees, to protect its property from damage, and to provide for
the safety of the public in connection with county operations.

Pension and Other Post-employment Benefits

The County provides retirement, disability, and death benefits for all of its full-time employees
through a non-traditional defined pension plan in the statewide Texas County and District
Retirement System (TCDRS). Detailed information on the retirement plan and other post-
employment benefits can be found in Note 4 of the notes to the financial statements.

AWARDS AND ACKNOWLEDGEMENTS

Certificate of Achievement

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
“Certificate of Achievement for Excellence in Financial Reporting” to Panola County, Texas, for its
Comprehensive Annual Financial Report for the fiscal year ended December 31,2003, The

Certificate of Achievement is a prestigious national award recognizing conformance with the highest
standards of preparation of state and local government financial reports.

In order to be awarded a Certificate of Achievement, a government must publish an easily readable
and efficiently organized comprehensive annual financial report. This report must satisfy both
generally accepted accounting principles and applicable legal requirements.

A Cerﬁﬁcate of Achievement is valid for a period of one year only. We believe our current report
continues to conform to Certificate of Achievement program requirements, and we are submitting it
to the GFOA to determine its eligibility for another certificate. \
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. The preparation of this report on a timely basis could not be accomplished without the efficientand -

g . . dedicated services of the entire staff of all County Departments. We would like to express our -
. . appreciation to all members of the County Departments who assisted and contributed to its o

i - preparation. ; . A S . ‘
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PANOLA COUNTY, TEXAS
DIRECTORY OF OFFICIALS
DECEMBER 31, 2004

 DISTRICT COURT: 123rd Judiclal District B

The Honorable Guy Griffin, District Judge

The Honorable Danny Buck Davidson, Criminal District Attorney
Terri Hudson, Court Reporter e »
Sandra King, District Clerk N
Troy Massey, CSCD Director '

Tracy Anderson, Chief Juvenile Probation Officer

COMMISSIONERS COURT:

The Honorable David L. Anderson, County Judge

The Honorable Ronnie LaGrone, Commissioner Precinct #1

The Honorable Douglas Cotton, Commissioner Precinct #2

The Honorable Hermon Reed, Commissioner Precinct #3 T . .
The Honorable Dale LaGrone, Commissioner Precinct #4 )

Leann Jones, Administrative Assistant )

COUNTY COURT AT LAW: .-
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The Honorable Terry Bailey, Judge . . )
Karen A. Clark, Court Reporter | ) .
_— o ]
COUNTY AUDITOR: S ,
: Sidney Burns L : !
" ASSISTANT COUNTY AUDITORS: © . *
Stephanie Price ) ’
Jennifer Stacy
| COUNTY CLERK: j
1 4
) Mickey Dorman K 3
COUNTY SHERIFF: R - 4
Jack Ellett xf'
COUNTY SURVEYOR: 4 ’
| Don Austin ‘ 2N
oo COUNTY TAX ASSESSOR-COLLECTOR:- "'
e Jean Whiteside ) PN . -
" " COUNTYTREASURER: ' ' . e e %
' ©.. - . GloriaPortman -, . Lo ' ”g'
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1 . . - ' DIRECTORY OF OFFICIALS
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P COUNTY VETERAN SERVICE OFFICER: '

3 . ~ Jim Young ‘ B

: . PatDavis, Precincts #1 and #4 ; T

-

& g g o T

o . CONSTABLES: ' o

Kevin Lake, Precincts #1 and #4
) Mitch Norton, Precincts #2 and #3 LT

R

ELECTIONS ADMINISTRATOR: T ey
. Betty Atkerson . o
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CERTIFIED PUBLIC ACCOUNTANTS

¢. ROBINSON & WILLIAMS, pLLC. .~ - R MEMBERS OF

- the Comptroller General of the United States. Those standards require that we plan and

416 WEST PANOLA v vt
CARTHAGE, TEXAS 75633 -

E TELEPHONE

(903) 693.8522

To The Honorable Members
Of The Commissioners' Court
Of Panola County, Texas
Carthage, Texas 75633

.

Members of the Commissioners' Court:

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Panola County, Texas (the County), as of and for the year ended
December 31, 2004, which collectively comprise the County’s basic financtal statements as listed in the table of

contents. These financial statements are the responsibility of the County’s management. Our responusibility is to
express an opinion 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

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 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 opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the governmental activities, each major fund, and the aggregate remaining fund information of Panola
County, Texas at December 31, 2004, and the respective changes in financial Pposition 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 a report dated June 16, 2005, on our
consideration of the County’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grants. That report is ‘an integral part of an audit

performed in accordance with Government Auditing Standards and should be read on conjunction with this
report in considering the results of our audit.

The Management’s Discussion and Analysis on pages 17-25; the Schedule of Funding Progress for the Retirement
Plan for the Employees of Panola County on page 62; and the budgetary comparison schedules for the General
Fund, Road and Bridge Special Revenue Fund, and Health Care Special Revenue Fund on pages 63-66, 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
consist 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 €xpress no opinion on it.
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5 O PAGE 41 PANOLA COUNTY, TEXAS
Management’s Discussion and Analysis
December 31, 2004

As management of Panola County, Texas (the County), we offer readers of the Panola County, Texas
financial statements this narrative overview and analysis of the County’s financial activities for the
fiscal year ended December 31, 2004. The intent of this discussion and analysis is to look at the
County’s financial performance as a whole. Readers of this discussion and analysis should consider
the information presented here in conjunction with additional information that we have furnished in
our accompanying letter of transmittal, and in the basic financial statements and notes to the
financial statements (which immediately follow this discussion).

FINANCIAL HIGHLIGHTS

¢  The assets of Panola County, Texas exceeded its Liabilities at December 31, 2004 by $38,994,198
(net assets). Of this amount, $21,556,174 (unrestricted net assets) may be used to meet the
County’s ongoing obligations to citizens and creditors.
The County’s total net assets increased by $1,221,626.
At December 31, 2004, the County’s governmental funds reported combined ending fund
balances of $19,689,629, an increase of $1,429,889 in comparison with the prior year. Of this
amount, $10,996 is reserved for inventories. In addition, $3,019,871, or 15.3% is designated for
health care, and $410,687, or 2.1%, is designated for capital projects. The remaining
§16,248,075, or 82.5%, is unreserved and undesignated. Unreserved fund balances are available
for spending at the County’s discretion.

¢ AtDecember 31, 2004, unreserved fund balance for the general fund was $10,704,447, or 150.5%
of total general fund expenditures.

® The County’s total debt decreased by $140,396 during the year ended December 31, 2004,
OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the Panola County, Texas,
basic financial statements. In 2003, the County implemented the financial reporting requirements of
GASB Statement No. 34, Basic Financial Statements — Management’s Discussion and Analysis - for
State and Local Governments, as well as GASB Statement No. 37, Basic Financial Statements — and
Managements Discussion and Analysis — for State and Local Governments: Omnibus, and GASB
Statement No. 38, Certain Financial Statement Note Disclosures. These new reporting requirements

resulted in a Comprehensive Annunal Financial Report significantly different from those of previous
years.

The financial section of the annual report presented

herein includes four sections, consisting of the Components of the Financial Section

following:

Management's Basic Required Other
1) Management’s Discussion and Analysis Discussion and Financial Supplementary || Supplementary

. Analysis Statements Information Information
2) Basic Financial Statements |
| 1 1 .
3) Required Supplementary Information [ Govemmﬂ Fund LNotcs to the
Wide Financial Financial Financial

4) Other Supplementary Information. Statements [ Statements ] Statements

The basic financial statements are presented in two different formats. The government-wide
statements are required under GASB Statement No. 34 reporting requirements, The government-

. Wide statements report information about the County as a whole using the accrual basis of

accounting and the economic resources measurement focus. The fund financial statements provide
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more detailed information about the County’s most significant funds. Fund financial statements me' .
the modified accrual basis of accounting and the current financial resources measurement focus.

Government-Wide Financial Statements ' '

st §

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

Jrmppar b
R .

The statement of net assets presents information on all of the County’s assets and labilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may

serve as a useful indicator of whether the financlal position of Panola County is improving or
- deteriorating.

Yniaary

; ‘ . The statement of activities presents information showing how the County’s net assets changed during

o the most recent fiscal year. Because the statement of activities separates program revenue (revenue )
generated by specific programs through charges for services, fees, licenses, grants received, and other . . '

o contributions) from general revenue (revenue provided by taxes and other sources not tied to a t ] P
particular program), it shows to what extent each program relies on general revenues for funding.
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All changes in net assets 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 in
this statement for some items that will only result in cash flows in future fiscal periods (e.g.,
uncollected taxes and earned but unused vacation leave).

o iR i ST
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W
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Panola County has no separately identified discretely-presented component units included in the
government-wide financial statements. Both the Airport Authority and the Child Protective Services '
Board are reflected as blended component unit special revenue funds. The financial data for these ST
two blended component units are included in governmental activities. You will find further I

information regarding these blended component units in the Summary of Significant Accounting o, . . -
Policies in Note 1 of the notes to the financial statements. oo -

- g e e Y e
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The government-wide financial statements can be found on pages 29-31 of this report.

1

. Fund Financial Statements

. -q
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 R
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal o

requirements. All of the funds of the County can be divided into three categories: governmental : C L !
funds, proprietary funds, and fiduciary funds. ' toe .
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Governmental Funds . - '

B

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 . t .
outflows of spendable resources, as well as on balances of spendable resources available at the endof . . .

the fiscal year. Such information may be useful in evaluating a government’s near-term financing
requirements.
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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 ) i :
Information presented for governmental activities in the government-wide financial statements. By . H
doing so, readers may better understand the long-term impact of the government’s near-term
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financial 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 26 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 Road and Bridge special revenue fund, and
the Health Care special revenue fund, all of which are considered to be major funds. Data from the
other 23 governmental funds are combined into a single, aggregated presentation. Individual fund
data for each of these non-major governmental funds is provided in the form of combining
statements elsewhere in this report.

The County adopts an annual appropriated budget for each of its operating funds. The Required
Supplementary Information contains budget comparisons for the General Fund, the Road and
Bridge special revenue fund, and the Health Care special revenue fund. A budgetary comparison

statement has been provided to demonstrate compliance with the budget, as both originally adopted
and as finally amended.

The basic governmental fund financial statements can be found on pages 32-39 of this report.

Proprietary Funds

The internal service fund is the only proprietary fund type used by Panola County. Internal service
funds are an accounting device used to accumulate and allocate costs internally among the County’s
various functions. The County has one internal service fund - the Employee Benefits Administration
Fund. This fund is used to account for the County’s residual medical self-insurance f und that existed
prior to June 1,1988. This fund is also used to account for varfous payroll deductions and the
related payment of the liabilities generated by such activities. These amounts are flow through
monies and have no effect on results of operations. Because this fund predominantly benefits

governmental functions, it has been included within governmental activities in the government-wide
financial statements.

'

The proprietary type funds are accounted for using the accrual basis of accounting, as in the
government-wide statements. In the County’s government-wide statements, the internal service fund
is included in the totals on the Statement of Net Assets.

The basic proprietary fund financial statements ¢an be found on pages 40-42 of this report.
Fiduciary Funds

) Agency funds are the only fiduciary fund type used by Panola County. Fiduciary funds are used to

account for resources held for the benefit of parties outside the government. Fiduciary funds are not
reflected in the government-wide financial statement 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. Agency funds are used as clearing accounts for assets held by

the County in its role as custodian until the funds are allocated to the parties, organizations, or other

government agencies to which they belong. L
The buic fiduciary fund financial statement can be found on page 43 of this report. . - - -
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Notes to the Financial Statements

H . -, 5 N
Oy s e -
'

The notes provide additional information that is essential to a full niderstandlng of the ;lata i
Provided in the government-wide and fund financial statements. Th;
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e notes to the financial
statements can be found on Ppages 45-60 of this report. K
GOVERNMENT-WIDE FINANCIAL ANALYSIS T "
As noted earlier, net assets may serve over time as a useful indicator of a gov;'eminent’s financial R . .
position. Net assets of the County as of December 31,2004, and December 31, 2003, are summarized . )
and analyzed below: . . :
i - -, s { l
| Panola County N .
; Net Assets ) T ‘
. As of December 31 : Co e 1 '
] . 2 \
L } 2004 2003 :
& 1 Current and other assets $ 31,569,309 $ 29,492,809 _ o
; i Capital assets (net of accumulated depreciation) 17,725,195 18,205,356 Do ir
i Total assets 49,294,504 47,698,165 e
o Long-term liabilities ﬁ 287,171 427,567 P
g’ : Other liabilities - 10,013,135 9,498,026 oo
;}g . Total liabilities ’ 10,300,306 9,925,593 ' .
L g Net Assets: A . T
Ny Invested in capital assets, net of related debt 17,438,024 11,771,789 L
§ Unrestricted . . 21,556,174 19,994,783 e '
1 Total net assets $ 38,994,198 $37,772,572 ) i
. . '
Assets exceeded llabilities by $38,994,198 a5 of December 31, 2004, and by $37,772,872 as of S

December 31, 2003, n net Increase of $1,221,626. As of December 31, 2004, the County’s total assets
were $49,294,504. Capital assets, which include land, buildings and improvements, machinery,

equipment, furniture and infrastructure, less any related debt used to acquire those assets that fs still
outstanding, represent 36% of total net assets.

An amount of $21,556,174 of the County’s net assets is nnrétricted net assets. This amount may be
used to meet the County’s ongoing obligations.
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g Statement of Activities y

i&‘ H } 3
:‘; Governmental activities Increased the County’s net assets by $1,221,626 in 2004. Key elements of i i
¢ this increase are shown in the table on the next page. e :
3 + Total revenues for Panola County were $14,362,167 and $13,216,141 In 2004 and 2003, respectively. R 3
» . " For the year ended December 31, 2004, Property tax revenue accounted for 71% of total revenue : NN :

Sources; grants and contributions accounted for §%. Charges for services provided 16% of total . o

e

) revenue, and the remaining 5% of revenue was provided by interest income and other miscellaneous Tl 0y i
L , . sources. o P .
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Total expenses were $13,140,541 and $12,253,752 in 2004 and 2003, respectively. For the year ended
December 31, 2004, general administration activities accounted for $1,950,152, or 15% of total
expenses. Public safety, public transportation and general administration are the three largest
programs, in terms of expenses. These three activities accounted for more than 75% of total

- expenses.
Panola County
Changes in Net Assets for Governmental Activities
For the Years Ended December 31
Governmental Activities
2004 2003
[Revenues:

Program Revenues: o .
Charges for Services o $ 2,306,157 $1,953,673
Operating grants and contributions - 1,184,717 992,796

General Revenues: o
Property taxes L 10,179,315 9,371,021
Interest Income . 485,990 724,151
Miscellaneous R 205,988 174,500
Total Revenue : 14,362,167 13,216,141
AF_Ipenses:

General administration oy 1,950,152 1,701,656
Judicial . 818,993 743,435
Legal L 294,366 313,788
Elections 120,751 93,132
Financial administration T 539,091 508,942
Public facilitics *‘ 266,789 217,472
Public safety 3,523,072 3,374,098
Environmental protection 301,933 289,887
Public transportation 4,391,725 4,183,266
Health and paupers care . 576,106 543,899
Recreation 287,491 215,439
Conservation 70,072 68,738
Total Expenses . ) 13,140,541 12,253,752

IChange in Net Assets ) 1,221,626 o 962,389
Net assets at December 31, 2003 37,772,572 36,810,183
Net assets at December 31, 2004 $ 38,994,198 $ 37,772,572
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C For the Years Ended December31 = - - . :
~ (in millions) ‘ ’ R

. Governmental Activities - Revenues by Source . : )

Property Taxes

Cha:ﬁes for Services

Operating Grants
Interest Income

Miscellaneous
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FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS

As noted earlier, Panola County uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. Following is an analysis of the County’s governmental and
proprietary funds.

Governmental Funds

The focus of the County’s governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the County’s
financing requirements. In particular, unreserved fund balance may serve as a useful measure ofa
government’s net resources available for spending at the end of the fiscal year.

As of December 31, 2004, the County’s governmental funds reported combined ending fund balances
of $19,689,629, an increase of $1,429,889 from the prior year. Approximately 99.9% of this amount,
£19,678,633, constitutes unreserved fund balance, which is available for spending at the County’s
discretion. The remainder of fund balance is reserved to indicate that it is not available for new
spending because it has already been committed to debt service, capital projects, health care, or
other various purposes.

The General Fund is the chief operating fund of the County. At December 31,2004, 100% of the
General Fund’s total fund balance, or $10,704,447, is unreserved. Total fund balance for the General
Fund increased by $1,092,205, or 11.4% from the prior year. As a measure of the General Fund’s
liquidity, it may be useful to compare both unreserved fund balance and total fund balance to total
fund expenditures. Unreserved fund balance, which equals total fund balance, represents 150.5% of

... total General Fund expenditures.

‘ As of December 31, 2004, total assets in the General Fund amounted to $17,532,618, accounting for

§9% of total governmental fund assets. Other major funds include the Road and Bridge special
revenue fund (§6,491,793 in assets), and the Health Care special revenue fund (53,067,314 in assets).
Together, all major funds account for $27,091,725, or 91%, of the total assets of $29,892,458.

Total Assets - Governmental Funds
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Unrestricted net assets of the Employece Benefits Trust Fund at December 31, 2004 amounted to
$1,643,033. The total growth in net assets for the year was $25,933.

GENERAL FUND BUDGETARY HIGHLIGHTS

Differences between the original budget and the final amended budget iinonnted to an increase ln -
appropriations of $400,941. Significant changes can be briefly summarized as follows: )

$124,360 in miscellaneous increases in general administration activities. -
$114,010 in increases in public safety activities.

$61,431 in increases in recreation activities.

$41,283 in increases in health and paupers care activities.

Of this increase, $123,445 was funded out of miscellaneous increases in various intergovernmental - -
receipts and miscellaneous revenues. The remaining $277,496 was to be budgeted from available o
fund balance. During the year, however, revenues exceeded budgetary estimates and expenditures .
were less than budgetary estimates, thus eliminating the need to draw upon existing fund balance. .

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The County’s investment in capital assets for its governmental activities as of December 31, 2004,
amounts to $17,725,195 (net of accumulated depreciation). This investment in capital assets includes
land, buildings and improvements, machinery and equipment, furniture, and infrastructare. The

Prp— o
b

O

total decrease in the County’s investment in capital assets for the current year was $480,161. . 7
. This year's additions included: i
Buildings $ 230,212
Machinery, equipment and furniture 513,568
Totaling $ 743,780 -
Capital Assets o
- As of December 31 e
. . 2004 2003 -
' Land $ 1,106535 § 1,106,538
Buildings 9,279,474 9,049,262
Improvements other than buildings 259,303 259,303
Machinery and equipment 6,554,175 6,091,647
Infrastructure 10,371,442 10,371,442
Total Capital Assets 27,570,929 26,878,189 ‘
- J Less: Accumulated Deprleciation (9,845,734) (8,672,833) : ’
: Total Capital Assets $ 17,725,195 $ 18,205,356 L
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Additional information on the County’s capital assets can be found in Note 3, E on pages 55-56 of this
report.

Long-Term Debt

As of December 31, 2004, the County has no bonded indebtedness. The only debt the County has is
in the form of capital leases. Various vehicles and equipment have been purchased by the Road and

Bridge fund and the Community Supervision and Corrections fund. The principal balance on all
capital leases as of December 31, 2004 was $287,171.

Additional information on the County’s long-term debt can be found in Note 3, G and H on page 57
of this report.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The following factors were considered in preparing the County’s budget for 2005,

The percentage increase in total property assessed value for FY 2004 was 18.83% (FY 2003
decrease was 9.2%).

The percentage decrease in medical insurance for employees was 12.73% for FY 2004 (FY
2003 increase was 11.3%).

e Property and liability insurance costs increased 11.2% for FY 2004 compared to an increase
of 17.0% for FY 2003.

¢ Property tax receipts for FY 2004 were $10.2 million, an increase of 8.6% over receipts of
$9.4 million for FY 2003.

Original budgeted expenditures for FY 2005 are $13.7 million, an increase of 7.8% over original
budgeted expenditures of $12.7 million for FY 2004. Property taxes account for the bulk of the

revenues, as more than 88.3% of the total budgeted revenues for the General Fund are related to
property taxes.

The tax rate for the new fiscal year was set at $0.3811/$100. Although this tax rate is expected to be -

maintained for the next several years, continued pressure due to the growth and demand for services
may eventually cause the County to adjust that rate.

REQUESTS FOR INFORMATION

This financial report is designed to provide a gex;eral overview of Panola County’s finances 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 information should be addressed to the Panola .
. County Auditor’s Office, Courthouse Annex Room 213A, Carthage, Texas 75633. ‘ '
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PANOLA COUNTY, TEXAS
STATEMENT OF NET ASSETS
: DECEMBER 31, 2004 ,
. : o ‘ Governmental
e ' ASSETS: : Activities
- .. Cash and Cash Equivalents ’ $ 3,104,612
Y Investments : ‘ 27,700,000
Ay Receivables (net of allowance for L
o T doubtful accounts ) L
T ik Delinquent Taxes 150,000
P Miscellaneous \ S 173,832
. . Due From Other Funds . 422,269
i ; Inventory « e 10,996
3 Capital Assets (net of accumulated depreciation): ‘ L
, o - Land T 1,106,535
N Buildings L 7,048,962
‘f 'j : - Improvements other than buildings "~ ~* = ' . : 244,491
N Machinery and equipment ) L ) 3,131,086
L Infrastructure T 6,194,121
o Other Assets ‘ 7,600
3 . Total Assets . T 49,294,504
o, Accounts Payable-Trade e T : © 359,482
i Deferred Tax Revenues .. . 9,454,883
. , Due to Other Funds : 1,808
O ) Accrued Liabilities O 4,506
’i .. © Accrued Salaries and Vacations - . 192,456
e Noncurrent liabilities: .
Due Within One Year . 141,135
- Due In More Than One Year ; o 146,036
s Total Lisbilities T , 10,300,306
, NET ASSETS:
K Invested in Capital Assets, Net of Related Debt o © 17,438,024
! Unrestricted . ' 21,556,174
) Total Net Assets $ 38,994,198
i The accompanying notes are an integral part of these financial statements,
' 29 .
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PANOLA COUNTY, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2004
Program Revenues Net (Expense)
- Operating Capital Revenue and
Chargesfor - Grantsand  Grants and Change in
Primary Government:
Government Activities:
General administration $ 1950152 § 314,748 § - $ - $ (1,635404)
Judicial 818,993 137,484 36,914 - (644,595)
Legal 294,366 87,766 - - (206,600)
Elections 120,751 - - - (120,751)
. ) Financial administration 539,091 204,701 - - (334,390)
e - Public facilities 266,789 - - - (266,789)
. Public safety 3,523,072 442,640 1,072,061 - (2,008,371)
' Environmental protection 301,933 9,695 1,664 - (290,574)
Public transportation 4,391,725 886,405 30,504 - (3,474,816)
. Health & paupers care 576,106 100,729 43,574 - (431,803)
Recreation 287,491 121,989 - - (165,502)
Conservation 70,072 - - - - (70.072)
Total primary government $ 13,140,541 § 2,306,157 S 1,184,717 § - $ (9,649,667)

com T -+ General Revenues: o
T Property Taxes
. Interest Income
* Miscellaneous

Total general revenues

Change in net assets .
£ o Net assets, beginning of year

& - R ) Net assets, end of year

)

. 31

v

B i T e T e ser evere v mrns o oae

$ 10,179,315
485,990
205,988

1,221,626
, 37,112,572

The accompanying notes are an Integral part of these financial statements,
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- ] i . #»1> " . PANOLA COUNTY, TEXAS 0
%A; S BALANCE SHEET e
5 ** " GOVERNMENTALFUNDS . .
£ ' o DECEMBER 31, 2004 S
i 3 i o
i i T
# N General Road and
ASSETS S Fund Bridge :
3 Cash and Cash Equivalents .- .. 439,582 $ . 360,550 .
3 Investments S e 16,618,303 - - “5,966,408 1
E Receivables (net of allowance for '
i doubtful accounts ) Y . L :
Delinquent Taxes B 10,115 - 43,768 . - .
s Miscellaneous , o 109,912 19,378 .
él . Due From Other Funds - 264 . Oy
B Due From Agency Funds s 255,842 101,689 ’ 5 i
. Inventory ’ - -
v Other Assets S 7,600 - i
£ Total Assets ‘ 17,532,618 § 6,491,793 g
e '
£ Accounts PayableTrade .. © . 122,976 § 40,293 ot
%: Deferred Tax Revenues L TR 6,535,190 2,814,997 R
I Due to Other Funds Co - - - {
L ‘3 Due to Agency Funds 1,808 - ‘ e
Lol Due to Proprietary Funds T 59,285 19,009 ‘
£l Accrued Liabilities co e - 4,061 :
¢ Accrued Salaries and Vacations o 108,912 -
y 4 Total Liabilities Lo 6,828,171 2,878,360
S FUND BALANCES S
Pl Reserved for: : < o
b Inventory . - - '
o ) ~ '
] i Unreserved, Designated for: oo T .
v 1 Health Care, Reported in Special Revenue Funds' - - ¢ ‘
Lo Capital Projects, Reported in Capital Project Funds . - ‘
|-~ ! )
o Unreserved and Undesignated: O
- Reported in the General Fund 10,704,447 - i
l Reported in Special Revenue Funds - 3,613,433 .
Fi) Total Fund Balances 10,704,447 3,613,433 b ;
g '! ¢ H
3 ‘ Total Liabilities and Fund Balances 17,532,618 § 6,491,793 ;
¥ -
b !
; - 5’ The accompanying notes are an integral part of these financial statements. . { ;
£ 32 3 i
by P |
; . 9 \ { j
o , i
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T S R v s s o oL e
L ; 3
.. . BN
. .
, . <. R
. { N S .-
.. .. :

T e L,

Health

Other
Governmental
Funds

’

¢ .
%

Total ) . . )
Governmenta) ST

SN S OPME 5

ST e )

pstinar)

Pt ol

(IS o A N it

CeoriimZ. by

CEami Iy Al

,1 N -
B

. Funds
. $ 297,005 815,660 $ 1,912,797 N
:! ; 2,760,000 1,869,989 27,214,700 o T .
’ A{ B ~
‘ {, - 5,117 150,000 . ' ;
. 10,309 34,233 173,832 :
F - - 264 . i
At - 64,738 422,269 ¢
: . 10,996 10,996
t i - - 7,600 :
S $ 3,067,314 2,800,733 $ 29,892 458 , |
i fl ; ‘,!
s 47,443 19,521 § 230,233 '
- 328,208 9,678,395 i
- 17,139 17,139 §
- - 1,808 )
. - 78,294
- 445 4,506
) 83,544 192,456 ,
47,443 448,857 10,202,831
- 10,996 10,996 .
3,019,871 - 3,019,871
- 410,687 410,687
- - 10,704,447 ,
- 1,930,194 5,543,627 N
3,019,871 2,351,877 19,689,628 ;
$ 3067314 2,800,734 S 20892459 ‘
B “ s
The accompanying notes are an integral part of these financial statements. . ;
' LY ' ;
v " “
H
3
’ !
b
‘ 1
./ .’:
k
% | f
‘ »
~ 1 ’ .?
Al




- N el e O - L - JUTR B .-
' . . - .
B A L . r
. , . 9 N .
- ' ‘ . . - . . - B N 3
N . ' . P » ‘o, . . e e - :
) . : S ’ B " o . i ek he . . R
.\ - . - . - Lot . oo o S T b bty B D LRl
‘. s N A v o gt e N R I S
. ' ' - - PRSI VP S P e i
. . - - - : ' . RPN SRR AR .
L. et PN - . e s & ey T wemven R
- . - R N )
. - . R ‘e
" sagteme) pevpmameg ——— e - R . - et PRS- . . " -
. .o , - - ' e o W -~ .. o - . . o
i . RS, - - * o . LN F - . . o e
s RO . , R . s R N - PR ..
TS [ . Y AR L
e v . . . - . . . . K , T R .
— . [N o - v, * gL
ey H
)
s . 3 . . . . e - . e ) R P e
M . . N - - L . MRS - vy . . “~ .2 ~ i
K - A ‘ P— 4 . . - |53 | . - L. PO 4 ‘.
. B . s N . . . . ', . . Lo
. . - . 3 N . . N i
v e e AT . o s s - R . M - PR - ; - . v . R B S A
- Ll N . - - . . . . B -t . - .- N - k S . s PR .3 7
N s B . . N . . o . - ~ - PR < T . .. i . . M .
. - 4 . . . . - - - . . A P A ER [
. . . . . . B . . . Cas . . P
= L. . ; A N B s .- .. .. oo . . , « » : . 2 N
. N ' . - - - ot - ot . . Jt < - - . - .o K T N . . S . i 1
L . N y . . R NN A U VAR RN . Lt \ R S, T [T S
A =) . . Lo e L. R , . . N Lot N R B . N S -
B - - . - . - * a . A . . . - e e . e D 31 . o - ] , 2t b . o,
N = . s e - B ! S L . -, p , | P TVC T PO SRS i
. - o - N R . .. . 3 . e - . . . " K X L N
- * . N ’ v , . 5t . N .. . . . R O
o> - . .. [ . i > - . [N L . . .o, . . & R
¢ N - N R N - < T v, o _ ~a . N .o B . . N . . PR
M t = T - i = > n -~ ‘ o 7 - . - B
- B f . - .o . y B . . N N .
N - N . - . ' , . - "
. i o o ) c. . : . . s : . IR SN
. Py oo - . . . . . - .. ~ - . 3 N L. «
~ T D Lo . - . . - : . : . N - T R
- €y N - R - : I . [V - . . - N
. - . - ' . . s - .o . R
, ] ) - - . B L. . . ; . s .. . . . o - LT .
——— . . - N - .- N . . B ' -
. < . - “ - - . N s 7
AP * - - - " - oL o . 1
x - . e = e e
g e = b o G P L .. . . i
ST P N . . A - e - WS e e
H ‘ e e e g SR T £ S . . O R N R T ..wxw.zusuhnhliL,\ﬁ.t&w..lﬁ&h.t% 4 Sl 33
’ e e = T T . el N e e e T R T o
o g e ey e T T LT TR TR T LU B T
e ST T s L . . LG | B o kil w23
* N - -~ . L e Bams slves wo




B e e el A N 3 ~ ~
. .. RCER 1 o, - e . g
| T e e G g
. ‘ YR
’ ~ - Lo
VoL a0meE 59 |
. : x' ' {, *‘
, -
PANOLA COUNTY, TEXAS b
‘ RECONCILIATION OF THE BALANCE SHEET OF THE o o 1
o GOVERNMENTALFUNDSTOTHESTATEMENTOFNETASSETS ! )
; [ } DECEMBER 31, 2004 -
R g
¢ -
1 - :
l ‘ Total Fund Balances - Governmental Funds © $ 19,689,629 /
i & -
} :
! . Amounts reported for governmental activities in the statement of
- net assets are different because:
||
! -
Capital assets used in governmental activities are not financial 1
resources and therefore are not reported in the funds, - i
These capital assets (net of accumulated depreciation) consist of: '
Land $ 1,106,535 [
Buildings 7,048,962
Improvements other than buildings 244,491
Machinery and equipment 3,131,086
Infrastructure 6,194}21 i
. i
Total capital assets 17,725,195 iq
Other long-term assets are not available to pay for current-period
expenditures and, therefore, are deferred in the funds, ) 223,512 ;
' . . i
Internal service funds are used by management t¢ charge the costs of
certain activities to individual funds. The assets and liabilities i
of the internal service funds are included in governmental 4
activities in the statement of net assets. 1,643,033
i
' Some liabilities are not due and payable in the current period and
therefore are not reported in the funds. Those Liabilities o
consist of; ’ : % :
Capital Leases Payable ___esnmy '
A Total non-current liabilities “ (287,171) {
.o ' D———— 3
* NET ASSETS OF GOVERNMENTAL ACTIVITIES $ 38,994.198 ;
N A . % M
, : i .
oo
o
. 5
- . The accompanying notes are an integral part of these financial statements.’ ;
’ S -3 1.
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; /| PANOLA COUNTY, TEXAS 1 i
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES ] :
2 GOVERNMENTAL FUNDS i -
. FOR THE YEAR ENDED DECEMBER 31, 2004 N -
ti ‘ g: -
&
" - }
i i i
: \ SRR |
e General Road and Health Ny
g 1 . REVENUES Fund Bridge Fund .. :
- Property Tazes S G715,539 S 3,014,401 .8 . l‘ !
P Licenses . 461,437 - L ;
P Intergovernmental Receipts 351,502 30,504 . 28,058 . :
? : Fees of Office £34,815 - - i :
E Fines . 326,263 - i '
i Miscellaneous 418,557 128,139 151,588 . !
b TOTAL REVENUES . 8,020,413 3,960,144 179,643 . .
5 Iy i
: EXPENDITURES - : )
{;' Current !
£ General Administration 1,823,732 - - ‘- *
[ Judicial 776,783 . . ! & :
I Legal 208,043 - - ! ¥
;& . Elections 120,832 - . _ .
vy Financial Administration . 539,639 - - (1 '
b i Public Facilities 264,301 - - Ci X
i Public Safety L 2,388,674 - - .
w Environmental Protection U . 295,659 - - . 2
g} ‘ Public Transportation . ’ - 3,499,485 - ; 1 :
. Health and PaupersCare ~ *+ "' ° ° L7 334,533 - 167,280 o K
L Recreation s A ‘287,113 - - .
gl Capital Outlay X y - - - iy .
e 1. Conservation o o 70,116 - - '
¥ B TOTAL EXPENDITURES 7,110,525 3,499,485 167,280
. C ' |
t } Excess (Deficiency) of Revenues Over Expenditures 909,888 461,259 12,363 ! .
et :
E OTHER FINANCING SOURCES (USES) - .
by Transfers In 182,317 ' % :
P Transfers Out - d - b :
R Total Other Financing Sources (Usa) L 182,317 - - .
Lo - KR!
i | Net Change in Fund Balances . 1,092,205 461,259 12,363 E
L] . e
: . FUND BALANCE-BEGINNING . 9,612,242 3,152,174 3,007,508 ]
L AR :
& ‘ FUND BALANCE-ENDING “ .S 10,704,447 S 3613433 S 3,019871 t
L
3 .
i [
g ')
= |
[ {-
E i
B cord
b
H The accompanying notes are an integral part of these financial statements. ‘ }
o : i E
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Other Total

; ' L ” Governmental Governmental L P e ;” A : .
; - ; ‘ o Funds Funds . i ‘ - ' :
’ I, I 343,806 s 10,073,746 Lo , :

. 461,437 s . . R e e b
s L 956,766 1,366,830 T Lt
RN 547,870 1,082,685 R oo
)l% . . a 326,263 o T - : *
oo 230231 | 98512 . N E T "‘

B

’ P 2,078,673 14,239,473 ‘ . . ; S R ‘
: ‘ :
!

y e 115,935 1,939,667 B o o
[’ ) - 776,783 S P ' |
86,608 294,651 ’ o : ’ .
. 120,832 o : ) I - -
- 539,639 - o ' B o]
- 264,301 . o b ’ ’
1,224,330 3,613,004 :
- 295,659 o , L .
368,553 3,868,038 e : e
6,657 508,470 . a " oL
- 287,113 - . R o
230,211 230,211 g . , LT .
. 70,116 :
2,032,294 12,809,553

T e e e
q

o

46,379 1,429,889

182,317
(182,317 (182,317)
(182,317 -

(135,938 1,429,389 4 : e

2y -

2,487,816 18,259,740

2351878 19,689,629

W

T

e et ey

R
voadn

s

Fenle &,
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The Accompanying notes are an integral part of these financial mten;enti. e
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R " Net Change in Fund Balances - Governmental Funds ‘ $ 1,429,889 _
R S . o . "
, 4 s o Amounts reported for governmental actlvities In the statement of k
Coe activities are different because: .
co ' ’ % T o o Capital asset purchases are reported as expenditures in governmental o S :
' ' ) : funds. However, in the statement of activities, the cost of capital ) v k
T L assets is allocated over their estimated lives as depreciation L - 1 i
| ; o expense. In the current period, these amounts are: ' a
T d Capital assets additions $ 743,780 \ -
\“ oo Less value of assets traded-in : (31,250) o
L Depreciation expense for all capital assets __(1,192,692) v
| a0 Total change in capital assets activity (480,162)
RN
. . The issuance of long-term debt (e.g., bonds, leases) provides current
1 . financial resources to governmental funds, while the repayment -
t . of the principal of long-term debt consumes the current financial ’ R
: resources of governmental funds. Neither transaction, however, !
3 f“ has any effect on net assets. Details of these activities consists of:
.y - B . 3 o
A - Debt repayment is an expenditure in governmental ‘ e
T funds, but reduces long-term liabilities in the -
statement of net assets - 140,396 L
Total non-current liabilities ‘ 140,396 \ T
Internal service funds are used by management to charge the costs of . .
certain activities to individual funds. The net revenues over -
expenditures of the internal service fund is reported with the .
governmental activities. 25,933 b
Revenues in the statement of activities that do not provide current ,
financial resources are not reported as revenues in the funds. ( 105,570
. CHANGEIN NET ASSETS OF GOVERNMENTAL ACTIVITIES o $ 1!221!626 .
+  The accompanying notes sre an integral part of these financial statements. ' ‘ : b
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] - PANOLA COUNTY, TEXAS i &
.. STATEMENT OF CASH FLOWS )
PROPRIETARY FUNDS ) . X
) FOR THE YEAR ENDED DECEMBER 31, 2004 |
5 Governmental .
L. . Activities - ‘
: A -z, Employee Benefits .
! ., ™. Administration (
% | R i Fund {
P CASH FLOWS FROM OPERATING ACTH
£ Receipts from insurance refunds . $ 8,809 i
= - Receipts for payroll & fringe benefit liabilities 2,866,619 b
i Receipts from payroll & fringe benefit ) by
£ withholdings from employees : 879,010 iy
b Payments for employer and employee y )
e payroll taxes & fringe benefits ) y (3,750,967) £y
3 Net Cash Provided By Operating Activities ‘ 3,47 ’z !
t CASH FLOWS FROM INVESTING ACTIVITIES . ;.. ' . - i f
%5 ! Proceeds from certificates of deposits 15,765 H
w1 Purchase of certificates of deposit Lo e (485,300) O
f . Interest and royalty earnings SO Ll e 17,268 .
£ Net Cash Provided By Investing Activities - = ;.- .0 & (452,267)
% NET INCREASE IN CASH AND CASH EQUIVALENTS P (448,796)
i o
5 CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR ~ ° 1,640,610 ;
: . S w1
CASH AND CASH EQUIVALENTS -ENDOFYEAR . © * 77 i ¢ 1,191,814 (
:
. Reconciliation of Net Income From Operations to y
| Net Cash Provided By Operating Activities: . - *'
- ) Net Income from operations / o I 8,809
f Adjustments to reconcile net income from operations C o )
to net cash provided by Operating Activities , }
L Decrease in due from other funds L L 10,800 :
:f:‘ Decrease in accounts payable < . o (16,138) ‘
£ Total Adjustments . (5,338) f }
o L ‘
%_ Net Cash Provided By Operating Activities T S ) 3,471 }
% The accompanying notes sre an Integral part of these financial statements. L ]
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PANOLA COUNTY, TEXAS
STATEMENT OF NET ASSETS

Sl 50 67

FIDUCIARY FUNDS - AGENCY FUNDS

DECEMBER 31, 2004

ASSETS

Cash and Cash Equivalents
Investments
Due From Other Funds
TOTAL ASSETS

LIABILITIES
Due to State of Texas:
Law Enforcement related
Auto Registration
Sales Tax
Due to Other Funds
Due to Fire District
Due to City of Carthage
Due to Carthage Independent School District
Due to Panola Junior College
* . Due to Gary Independent School District
Court Cost Deposits and Cash Bonds
Restitution Payable
Trust Funds Payable
.Other Miscellaneous Payables

BALANCE
DECEMBER 31,
2004

$ 2,233,065
766,879
21,044

$ 3,020,988

%

$ 86,148
117,365
171,451
441,505
11,489
62,822 ' |
520,227 s
90,528
25,622
16,011
21,994
1,393,894
61,932

$ 3,020,988
]

-
(N1
- !
The accompanying notes are an integral part of these financial statements.
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y NOTES TO THE FINANCIAL STATEMENTS ,
| D DECEMBER 31, 2004
S ‘
" NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

bt £

"

A, Reporting Entity

Panola County, Texas (the County) was organized in 1846. The County operates under a County
Judge— Commissioners’ Court type of government and provides the following services: public safety,
public transportation (highways and roads), health and.welfare, culture and recreation, conservation
(agriculture), public facilitics, judicial and legal, election functions, and general and financial
administration. The accompanying basic financlal statements present the County's primary
government and component units over which the County exercises significant influence. Significant
influence or accountability is based primarily on operational or financial relationships with the
County. The component units discussed below are included in the County's reporting entity because
of the significance of their operations or financial relationship with the County.

Blended Component Units

For reporting purposes, the Airport Authority and the Child Protective Services Board qualify as
blended component units.

The Airport Authority’s Board is appointed by the County Commissioners' Court and is advisory
only. The County is the governing board of the Airport Authority's activities. Financial activity of the

Airport Authority is reported as a non-major special revenue fund within the governmental fund
financial statements.

The Children’s Services Board provides services to meet the needs of dependent and neglected
children, children with special needs, and children in danger of being judged delinquent. Activities of
the Children’s Services Board are funded in part by the County, and it is dependent upon the County
for accomplishment of its purpose. Financial activity of the Children’s Services Board is reported as a
non-major special revenue fund within the governmental fund financial statements.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements include the statement of net assets and the statement of
changes in net assets. Government-wide statements report information on all of the non-fiduciary
activities of the primary government and its component units. For the most part, the effect of inter-
fund activity has been removed from these statements. Governmental activities are primarily
supported by taxes and intergovernmental revenues.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included
among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary

funds, even though the latter are excluded from the government-wide financial statements. The

General Fund, Road and Bridge special revenue fund, and Health Care special revenue fund meet the

criteria or have been selected by management as major governmental funds. Non-major funds

include other special revenue and capital projects funds. The combined amounts for these funds are

reflected in a single column in the fund financial statements. Detailed statements for non-major funds
" are presented within the Combining and Individual Fund Statements and Schedules.
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NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2004 '

" s xS

" C. Measurement Focus, Basis Qf Acco\mﬁng, and Financial Statement Presentatkn .

. The government-wide financial statements are reported using the economic resources measurement

focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a Hability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues in
the year for which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met,

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting, Revenues are recognized assoon as
they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the government considers revenues to be available if they are collected within 60
days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt services expenditures, as well as expenditures

related to compensated absences and claims and judgments, are recorded only when payments are
due,

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period areall ' -~ . .+
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal }
period. Only the portion of special assessments receivable due within the current fiscal period is S
considercd to be susceptible to accrual as revenue of the current period. All other revenue items are

considered to be measurable and available only when cash is received by the government.

The government reports the following major governmental funds:

General Fund — The General Fund is the general operating fund of the County and is always
classified as a major fund. The General Fund is used to account for all financial resources .
except those required to be accounted for in another fund. ‘ !

Road and Bridge Special Revenue Fund - The Road and Bridge special revenuefundisused = °~
to account for monies designated for use in road and bridge work of the County. Primary

sources of revenues include ad valorem taxes, automobile registration fees, County and

District fees, and State allotments of road funds. Revenues are used for public
transportation maintenance and construction purposes.

Health Care Special Revenue Fund — The Health Care special revenue fund is used only to

finance items related to providing health care to County residents including indigent
residents.

" Additionally, the government reports the following non-major funds:

Special revenue funds - Special revenue funds are used to account for the proceeds of o ’
specific revenue sources (other than expendable trusts or major capital projects) that are
legally restricted to expenditures for specified purposes.

Debt Service Funds — Debt service funds are used to account for the accumulation of k

resources for, and the payment of, general long-term debt principal, interest, and related
costs. At December 31, 2004, the County did not have any debt service funds.
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Capital projects funds — Capital projects funds are used to account for financia] resources to .

TR

S D be used for the acquisition or construction of major capital facilities (other than those
} ’,} - . o financed by Proprietary funds). ' 1 v
. s, <0 Internal service funds - Internal service funds are used to account for the financing of goods o
. ' ’; oo v or services provided by one department Or agency to other departments or agencies of the . IR
-1y, oo County on a cost reimbursement basis, The County’s internaf service fund is the Employee B A
. . Benefits Administration Fund, This fund is used to account for the County’s residual medical - o
T - self-insurance fund that existed prior to Jupe 1, 1988. This fund is also used to account for ) , A
: ; i T b federal income tax withheld, social security, retirement, group insurance premiums, other i
. A - N -

. ) L employee benefits ang deductions, and the related payment of the resulting liabilities
;o : : generated by such activities. These amounts are flow through monies and have no effect on
i } i ‘ results of operations,

Agency funds ~Agency funds are used to account for situations in which the County acts jn a ' .
custodial capacity for individuals, firms, and State and local governments, As a result, all ' o

X i’ o S assets are held. .;

- Operating revenues, such as refunds from insurance carriers, and €xpenses generally resylt from ?

’ providing services ang producing and delivering goods in connection with g Proprietary fund’s

. . principal ongoing operations. AJ) revenues and expenses pot meeting this definition, such as °,

: } . o interest earnings, are reported as Bon-operating revenues angd expenses,

- ' nos Proprietary fupds distinguish operating revenues and expenses from non-operating jtems. e
i

When both restricted and unrestricted resources are available for use, it is the government’s policy

D. Assets, Liabilities, and Net Assets or Equity

A e e
AT
-

R L. Deposits and Investments

The government’s cash and cash equivalents are considered to be cash on hand, demang deposits,
and certificates of deposit with an original maturity of less thap 99 days.
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PANOLA COUNTY, TEXAS CL T
NOTES TO THE FINANCIAL STATEMENTS ' . - ‘ .
' DECEMBER 31, 2004 S - ‘ .*
‘ ‘e . . !.
2. Recelvables and Payables . ‘

Property taxes are recognized as revenues in the period for which the taxes are levied, regardless of
the lien date. Property taxes for the County are levied based on taxable value on the lien date of . ¢
January 1 prior to December 31 of the same year. They become due January 1 of the following : ]
year and delinquent after June 30 of the following year. Accordingly, receivables and revenues for ’
prior-year levies delinquent at year-end are reflected on the government-wide statement based on

the full accrual method of accounting and under the modified accrual method in the fund
statements.

Accounts receivable from other governments include amounts due from grantors for approved T f
grants for specific programs and reimbursement for services performed by the county. Program - . -, ;

grants are recorded as receivables and revenues at the time all eligibility requirements have been
met and reimbursable costs are incurred.

|
Reimbursements for services performed are recorded as receivables and revenues when they L. E
become eligible for accrual in the government-wide statements. Included are fines and costs
assessed by court action and billable services. Revenues received in advance of the costs being
incurred are recorded as deferred revenue in the fund statements.

PR

Receivables are shown net of an allowance for uncollectibles.

o

- - i
Activity between funds that are representative of lending/borrowing arrangements outstanding at oot
the end of the fiscal year are referred to as either “due to/from other funds” (i.e., the current '

portion of inter-fund loans) or “transfers to/from other funds” (i.e., the non-current portion of ) Ty .
inter-fund loans). All other outstanding balances between funds are reported as “due to/from T

other funds.” Inter-fund activity reflected in “due to/from other funds” is eliminated on the o -
government-wide financial statements. '

Advances between funds, as reported in the fund financial statements, are offset by afund balance =~ S
reserve account in applicable governmental funds to indicate that they are not available for o
appropriation and are not expendable available financial resources.

PR S

3. Inventories and Prepaid Items ’ ’

Inventories of supplies on hand have not been recorded; such supplies are of an expendable nature ‘ ;
and are expensed when purchased. As these amounts do not seem to fluctuate a great deal from . i

Year to year, the exclusion of inventories does not materially affect either the financial position or ) ’ , ;
results of operations of these funds.

The inventory amount of $10,996 in the Airport Special Revenue Fund consists of jet fuel held for £
. consumption stated at cost on a first-in, first-out basis. Reported inventories are offset by a reserve
., of fund balance, which indicates that they do not constitute “available spendable resources” even . ¢

though they are a component of net current assets. .

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded
as prepaid items in both government-wide and fund financial statements.

o T O R T

gy

ks

4. Restricted Net Assets X ‘
Restricted net assets reflect net assets that are subject to restrictions beyond the government’s - { ? .
control. Qualifying restrictions may include restrictions externally imposed (Le., by creditors, . R ’
grantors, contributors, or laws/regulations of other governments), or restrictions imposed by law e

through constitutional provisions or enabling legislation, Asof December 31,2004, the County has . , |

no restricted net assets that meet these criteria. " . t

v e
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NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2004

5. Capital Assets

Capital assets, which include land, buildings and improvements, machinery and equipment, and
infrastructure, are reported in the government-wide financial statements. Capital assets are
defined by the County as assets with an initial, individual cost of more than $5,000 or more and an
estimated useful life of greater than 1 year. Infrastructure assets include County-owned roads and
bridges. Capital assets are recorded at historical cost or estimated historical cost of purchased or

. constructed. Donated capital assets are recorded at estimated fair market 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 lives are not capitalized.

Capital assets and infrastructure are depreciated using the straight-line method over the following S

estimated useful lives:
‘Assets Years
Buildings and improvements 50
Computers and peripheral equipment 5
Machinery and equipment 10 to 50
Vehicles ; 5to10
Facilities and improvements 40
Furniture ) 10
Infrastructure - Roads 20
Infrastructure —3Bridges 25t0 35

6. Vacation Pay and Sick Leave

H i
It is the County’s policy to permit employees to accumulate earned but unused vacation benefits.
Vacation benefits are accrued by County employees in accordance with guidelines suggested in the
County’s personnel policy. Since various departments are supervised by elected and appointed
officials, departmental policies established within the guidelines vary by department.

Employees may accumulate a maximum of fifteen days of vacation leave and are paid for any
unused leave upon termination of employment. Unused vacation may not be carried over to the
next fiscal year. A liability for unused vacation time is calculated and reflected in the government-
wide financial statements. Because all accrued vacation is expected to be liquidated with

expendable available financial resources, a’lial_)ility for unused vacation time is also reported in the
fund financial statements.

Sick pay policies are uniform throughout the departments. Unused sick leave is non-vesting and

terminates upon cessation of employment. Accordingly, no provision is made for accrued sick
leave at year end.

7. Long-Term Obligations

In the government-wide financial statement, and proprietary fund types in the fund financial

statements, long-term debt and other long-term obligations are reported as liabilities In the

applicable governmental activities or proprietary fund type statement of net assets. Bond

premiums and discounts, as well as issnance costs, are deferred and amortized over the life of the

bonds. Bonds payable are reported net of the applicable bond premium or discount. Bond

issuance costs are reported as deferred charges and amortized over the term of the related debt.
N B 1 .
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¢ 4 . " ¢ NOTES TO THE FINANCIAL STATEMENTS o ..
el , DECEMBER 31, 2004 S S
T ‘ , !
R ' In the fund financial statements, governmental fund types recognize bond premiums and discounts, " i :
£ ) as well as bond issuance costs, during the current period. The face amount of debt issued s :
P B - reported as other financing sources. Premiums received on debt issuances are reported as other ’ t
R . ’ - . financing sources while discounts on debt issuances are reported as other financing uses. Issuance T !
an ' : costs, whether or not withheld from the actual debt proceeds received, are reported as debt service ) ‘ .
L . expenditures. . R .
DR " Asof December 31,2004, the County had no bonded indebtedness. Long-term debt outstandingat - - X
O . . year end consists of capital leases. L T T .
o ; - - . - ‘
A .. 8.Fund Equity . C
AN .o , v T )
- ; e In the fund financial statements, governmental funds report reservations of fund balance for ‘ : ’
§og ’ . amounts that are not available for appropriation or are legally restricted by outside parties for use " - .
|0 l for a specific purpose. The Airport Special Revenue fund has a reserved fund balance of $10,996 - . ’ )
‘ i T for inventories. N et .
; : ) . . ’ - , . ‘
¥ N Designations of fund balance represent tentative management plans that are subject to change, e i
t, ! The Health Care special revenue fund has a designated fund balance of $3,019,871. Thebalanceis L [ :
o ' T designated for county health care expenses as authorized by State statutes. Capital project funds - = :
0 : S have total designated fund balances of $410,687. Designation of the capital projects fund balances - 5
N o is as follows: R !
. ; o ) L
Lo L a. The 1971 Road Bond capital projects fund balance is designated for the purpose of right P
[ . ) of way purchases and related expenditures of future road improvements. The total | .
Cy : , designation amounts to $236,464. : i :
[T N v ! -
bo ok s L :
S ’ b, The Permanent Improvement capital projects fund balance is designated for usefn . " - ‘ i
2 i } anticipated expansion and improvements of the County's airport. The total designation o ! ; ¥
R Y amounts to $174,223. ‘ o T ¢
i g ) - 11 e 4,
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" PANOLA COUNTY, TEXAS covoL 5 0 pace

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2004

NOTE 2 - RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

A. Explanation of Certain Differences Between the Governmental Fund Balance Sheet and the

Government-Wide Statement of Net Assets

The governmental fund balance sheet includes a reconciliation between fund balance for total
governmental funds and net assets as reported in the government-wide statement of net assets.

One element of that reconciliation explains that “capital assets used in governmental activities are
not financial resources and therefore are not reported in the funds.” These assets (net of
accumulated depreciation) consist of:

Land $ 1,106,535
Buildings 7,048,962
Improvements other than buildings 244,491
Machinery and equipment 3,131,086
Infrastructure 6,194,121
Net adjustment to increase fund balance - Total governmental

funds to arrive at net assets — governmental activities $12.725,195

B. Explanation of Certain Differences Between the Governmental Fund Statement of Revenues,
Expenditures, and Changes in Fund Balances and the Government-Wide Statement of Activities -

The governmental fund statement of revenues, expenditures, and changes in fund balances includes
a reconciliation between net changes in fund balances ~ total governmental funds and changes in
net assets of governmental activities as reported in the government-wide statement of activities.

 One element of that reconciliation explains that “governmental funds report capital outlays as

expenditures. However in the statement of activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense.” The details of this $480,162
difference are as follows:

Capital outlay $ 743,780
Less value of assets traded in (31,250)
Depreciation expense (1,192,692)
Net adjustment to decrease net changes in fund

balances — total governmental funds to arrive at

changes in net assets of governmental activities $_(480.162)

Another element of that reconciliation states that “the issuance of long-term debt (e.g., capital
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 assets. The details of this $140,396 difference

. are as follows: :
Principal repayments: ' . .
Capital lease principal payments R §_ 140396 . .
Net adjustment to increase net changes in fund " '
balances - total governmental funds to arrive at
5_140.306

. changes in net assets of governmental activities
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3 NOTES TO THE FINANCIAL STATEMENTS .
. . . . DECEMBER 31, 2004 .
'i ) + NOTE 3 -DETAILED NOTES ON ALL FUNDS - ST ottt Tl o .
’ o A. Deposits and Investments : o «!
f‘ At December 31, 2004, the County’s demaﬂd deposits, including certificates of deposit, are fully .
L. covered by collateral held by the County’s agent, First State Bank & Trust Co., in the financial L
¥ institution’s name. The depository bank deposits for safekeeping and trust with the County's agent T
L bank, approved pledged securities in an amount sufficient to protect County funds on a day-to-day
{ basis during the period of the contract. The pledge of approved securities is waived only to the
E‘ extent of the depository bank's dollar amount of Federal Deposit Insurance Corporation ("FDIC")
£ { Insurance. .-
L
5, i In addition, the following Is disclosed regarding coverage of combined balances on December 31,
i 2004:
B
C 1. Name of the banks:
; . . First State Bank and Trust, Carthage, Texas
¥ : ] . Farmers State Bank, Carthage and Center, Texas

; Franklin Bank, Carthage and Jacksonville, Texas L
X Texas Bank, Tatum, Texas . R
3 . .
N i 2. The amount of bond and/or the market value of securities pledged as of December 31,2004
b was: $41,879,327.
g ; 3. The combined book balances of cash, savings, and time deposit accounts and certificates of ’
o . deposits amounted to $33,904,556 on December 31, 2004.
L :
4. The combined bank balances of cash, savings, and time deposit accounts and certificates of

deposit amounted to $33,921,181 on December 31, 2004.

! : i §. Total amount of FDIC coverage at December 31, 2004 was $837,309.

i ,

ot B L
- . : K A detailed schedule of cash, cash equivalents and investments follows: . .
) Internal

. . Governmental Service Fiduciary
E\ - Funds Funds Funds Total
:(,‘ { " Cash and cash equivalents ° $ 1,912,798 $1,191814 $2,333,065 $ 5437677

Investments: .

’ Certificates of deposit 27,214,700 485,300 766,879 28,466,879
" Total Investments 27,214,700 485,300 766,879 28,466,879
L
E, i - - Total Cash and Investments $ 29,127,498 $1,677,114
: . Total -Governmental Funds $ 29,127,498 ‘

& - Total - Internal Service Funds 1,677,114 $1677,114

L. - Total cash and cash equivalents and

= Investments — statement of net assets § 30,804,612 § i §3,099,944 § 33,904,556
i !
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} PANOLA COUNTY, TEXAS o
4 NOTES TO THE FINANCIAL STATEMENTS - o
DECEMBER 31, 2004
«‘ EES The cash deposits held at financial institutions can be categorized according to three levels
o of risk. These three levels of risk are: -
“! R
) 1} Category 1 - Deposits which are insured or collateralized with securities held by the
- government or by its agent in the government's name.
BN ) Category 2 - Deposits which are collateralized with securities held by the pledging
B financial institution's trust department or agent in the government's
; name.
1 3 Category 3- Uncollateralized, including any bank balance that is collateralized with
b I ) securities held by the pledging financial institution or by its trust
X : department or agent but not in the government's name.
A4 B The cash deposits are secured as follows:
_
! 5 Book Bank
e Category Balance Balance
N I
T insnred by FDIC S 1,290,500 $ 837,309
' l'i ¢ .
. .1 Pledged Securities held in
' names of the pledging
‘) financial institutions 32,614,056 33,083,872
4 .
‘ - $ 33,904,556 S 33,921,181
. B. Receivables ;
t A
‘ ‘ E 1 Receivables as of year end for the County’s major funds and the non-major, internal
service and fiduciary funds in the aggregate, including the applicable allowances for
" uncollectible accounts, as required by GASB 34, are as follows:
]
-‘s
. - All Funds
- - Road & Health Not
l i General Bridge Care Included
i : Fund Fund Fund As Major Totals
5 Receivables: -
! Taxes $ 325,085 $ 140,714 s - $ 16,451 $ 482,250
. . Due from other funds 264 - - - - 264 .
l - Due from agency fundg 255,842 101,689 - 180,951 538,482
\ Interest 41,527 18,000 10,309 6,205 76,041
Miscellaneous 68,385 1,378 - 28,027 97,790
A Gross Receivables 691,103 261,781 10,309 231,634 - 1,194,827
S -+ Less Allowance for
. Uncollectibles 223,970 96,946 - 11,334 - 332,250
i Net Recelvables ' $467,133 .  $164,835 .S 10,309 S 220,300  § 862,577
o , . 53
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. NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2004

Governmental funds report deferred revenue In connection with recelvables for revenues
that are not considered to be available to liquidate liabilities of the current period.
Governmental funds also defer revenue recognition in connection with resources that have
been received, but not yet earned. At the end of the year, the varfous components of

deferred revenue and unearned revenue reported in the governmental funds were as
follows:

Delinquent property taxes recelvable:

General Fund $ 101,115
Road & Bridge Fund 43,768
Non-major special reverue funds 5117
150,000

Advanced property taxes:
General Fund 6,420,579
Road & Bridge Fund 2,765,387
Non-major special revenue funds 322408
9,508,374
Miscellaneous receivables 20021
Total Deferred Revenues ’ $9.678,395

C. Property Taxes

v
3
b

The County’s ad valorem taxes are levied on October 1, but do not become due until

January 1 of the following year. Taxes become past due February 1 and become delinquent

June 30. The County’s taxes become a lien on real property on the due date of January 1.
This lien is effective until the taxes are paid.

Discounts are offered to taxpayers who pay the taxes in advance of the due date of January
1. The discount is available in decreasing amounts in October, November, and December.

Because the taxes are not due and payable until January 1, there are no current taxes
receivable as of December 31,

The County begins to collect taxes for the subsequent fiscal year in October. The advanced
tax collections are intended for use in the following fiscal and budget year. Following the
susceptible to accrual criteria, the advance collections are not available and therefore are

recorded as deferred revenues in the liabilities section of the governmental funds balance
sheet.

Since delinquent taxes were due on January 1 of the fiscal and budget year, any unpaid
taxes are recorded in the assets section of the of the governmental funds balance sheet asa
receivable, net of allowance for uncollectibles, and offset as in the liabilities section of the
governmental funds balance sheet as deferred revenues.

By policy, any taxes, regardless of character (delinquent, advance) collected between
October 1 and December 31 are not available for use until January 1, the beginning of the
next fiscal year. Therefore, all of these receivable and advance collections are recorded as
deferred revenues in the governmental funds.

D. Delinquent Taxes Receivable

Based on the County’s history of delinquent collections, delinquent taxes have been
reported net of the allowance for uncollectible taxes. Property taxes are recognized as
revenues as they become available. Accordingly, an amount equal to taxes not yet available
has been reported as deferred revenue.
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The following is a summary, by fund, of the gross delinquent taxes and the allowance for

uncollectible taxes:
Allowance for Net
Delinquent Uncollectible Delinquent
Taxes Taxes Taxes
General Fund. S 325,085 S 223,970 S 101,115
Special Revenue Funds:
Road & Bridge 140,714 96,946 43,768
Farm to Market &'
Lateral Road Fund 16,451 11,334 5117
Totals $ 482,250 $ 332,250 $ 150,000
E. Capital Assets
Capital asset activity for the year ended December 31, 2004 was as follows:
rimary Governmen
Beginning Ending
Balance Increases Decreases Balance
Governmental Activities:
Capital assets, not being depreciated:

Land $ 1,106,535 S - S - $ 1,106,535
Total capital assets, not being depreciated 1,106,535 - - 1,106,535
Capital assets, being depreciated:

Buildings 9,049,262 230,212 - 9,279,474

Improvements other than buildings 259,303 - - 259,303

Machinery and equipment 6,091,647 513,568 (51,040) 6,554,175

Infrastructure 10,371,442 - - 10,371,442
Total capital assets, being depreciated 25,771,654 743,780 (51,040) 26,464,394
Less accumulated depreciation for:

Buildings (2,062,785) (167,727) - (2,230,512)

Improvements other than buildings (10,580) (4,232) - (14,812)

Machinery and equipment (2,917,347) (525,532) 19,790 (3,423,089)

Infrastructure (3,682,120) (495,201) - (4,177,321)
Total accumulated depreciation (8,672,832) _(1,192,692) 19,790 (9,845,734)
Total capital assets, being depreciated, net: 17,098,822 (448.912) (31,250) 16,618,660
Governmental activities capital assets, net:  § 18,205,357 - §(448,912) ' $(31,250) $ 17,725,195

i
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PANOLA COUNTY, TEXAS
. g . DECEMBER 31, 2004

NOTES TO THE FINANCIAL STATEMENTS

i

Depreciati&m expeuse was charged to functions/programs of the primary goveﬁmmt as”

follows:
Governmental activities:

o General administration
’ Judicial .
Public facilities '
Public safety
. Environmental protection
e Public transportation
: : Health & paupers care

Total depreciation expense — governmental activities

F. Inter-fund Receivables, Payables, and Transfers

$ 25047

T 42,950 |
AT 2,070
. 133,780

6,274 T

914,935,

o

sumer oo

61636 |t L

The composition of inter-fund balances as of December 31, 2004 is as follows:

Due to/from other funds - governmental funds:

, ‘ _Due From

General Fund
Non-major Funds

s 264 s o

- - 264

Total

$ 264 S

Due to/from other funds - all fund types:

- Due From

Due To

TR General Fund
o Road & Bridge Special Revenne Fund
. Health Special Revenue Fund
o Non-major Funds

Internal Service Funds

Fiduciary Funds

$ 255842 S

61,093
101,689 19,009 -
64,738

16,87;
95,169 . .

i
21,044

441,505 .

Total $ 538,482 $538,482
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PANOLA COUNTY, TEXAS VOL. 5 0page - 81
NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2004

Inter-fund transfers during the year amounted to $182,317 into the general fund from the
Courthouse Expansion Capital Project Fund. In prior years, funds were transferred from
the General Fund to the Courthouse Expansion Capital Profect. The Courthouse
Expansion was completed in 2004, Unused funds were transferred back to the General
Fund in the current year.

The transfers are summarized as follows:

Transfers In Transfers Out

General Fund $ 182,317 s

Non-major Funds 182,317

Totals $ 182317 . § 182,317

G. Long-Term Debt
Long-term liability activity for the year ended December 31, 2004 was as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year

Governmental Activities:

Capital Leases $ 427,567 S - $ (140,396) $ 287,171 § 141,135

Total Long-term Liabilities -
Governmental Activities $ 427,567 $ - $ (140,396) $ 287,171 $ 141,135

H. Capital Leases

Equipment and vehicles under capital leases have been capitalized in accordance with
Financial Accounting Standards Board Pronouncement #13.

The Road and Bridge Fund leases equipment under capital leases expiring in 2005 and in
2007,

During 2003, the County also financed the acquisition of two vebicles through its -
Community Supervision and Correction Fund by means of leases, which will expire in 2005, :

The i’t;mre minimum lease payments and the net present value of these minimum lease
Ppayments, for all capital leases, as of December 31, 2004 are as follows: -

Year Ending .. Governmental
December 31 Activities RN
2005 g $ 153,765 : S
. 2006 . 78,754
2007 o 75,835
Total minimum lease payments ‘ . 308,354
Lease amount representing
imputed interest ' - 21,183
Present value of net minimum . - ° :
lease payments , . $ 287,171
: .87
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NOTE 4 - OTHER INFORMATION ; SRR

A. Risk Management ‘ ' ’ ‘ . N ) ’

'

ORI

B o T A SO R L B

The County is exposed to various risks of loss related to torts; theft of, damage to, and . -
destruction of assets; errors and omissions; injuries to employees; and natural disasters. ’ L
The County maintains commercial insurance coverage covering each of those risks of loss. . by
Management believes such coverage is sufficient to preclude any significant uninsured . D

losses to the County. At no time during the last three fiscal years have claims exceeded
commercial coverage. ’ B

s

B. Contingent Liabilities

The County is contingently liable in respect of 1aw suits and other claims in the ordinary = - . -
course of its operations. The settiement of such contingencies under the budgetary process S
would require appropriation of revenues yet to be realized. The County’s liability in !
specific cases is limited because of the Tort Claims Act to $100,000. The County’s legal ‘,’ D
counsel is of the opinion that, should the plaintiff prevail in any cases, the County’s liability o -

would be limited by the Tort Claims Act and would be covered by insurance. ’

RSy
[P UNIN R WY
5

The former Panola General Hospital adopted a program of self-insurance for professional , - T

liability pursuant to a resolution adopted by the Panola County Commissioners’ Court.
- The former Hospital had no history of professional liability claims upon which to base an
oo accrual; therefore, a provision for accrued liability claims is not provided for in the
financial statements. Any claims successfully asserted against the former Hospital are
planned to be paid from the County Health Care Special Revenue Fund.

e gt vt e = v

g

oz
£ ——

The County is not a member of a public entity risk pool as defined by GASB Statement No. o
10. The County manages and finances risk by purchasing commercial insurance and by ’
retaining the risk of loss. All known claims related to the year ending December 31, 2004 7 o N
have been accrued and expensed in the current financial statements. Disclosure of loss - : ;

' contingencies will be made when there is a reasonable possibility that a loss has been . 7

incurred. There have been no significant reductions in insurance coverage in the current
year.

B T

s et T

C. Commitments ; '

—— - s D 1 g R,
T~ s o s

During the course of routine business of the County, contract and agreements are entered . “
into for various products and services. Although appropriations lapse at the end of the R R

budget year, the County intends to honor any existing commitments and provide for future L .
expenditures by inclusion in the next budget period. . T }

T Ny e Sy

Some of the predominant obligations and matters the County faces in the next year are ) . )
) indigent health care, funding for self-insurance, and non-availability of certain types of ) ; 01 :
;o insurance (or at significantly higher costs). e I A
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i o D. Pension Plan
Plan Description ' . . !

Panola County provides retirement, disability, and death benefits for all of its full-time
employees through a nontraditional defined benefit pension plan in the statewide Texas
R County and District Retirement System (TCDRS). The Board of Trustees of TCDRS is
’ L responsible for the administration of the statewide agent multiple-employer public
) employee retirement system consisting of 509 nontraditional defined benefit pension plans,
R . 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, Texas 78768-2034. . N

[N

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 retire
at ages 60 and above with 8 or more years of service, with 30 years of service regardless of
age, or when the sum of their age and years of service equals 75 or more. Members 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.

ot ——

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, Atretirement, 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
N prescribed by the TCDRS Act.

Funding Policy

The County has elected the annually determined contribution rate (variable-rate) plan
4 . o 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 County is actuarially determined ) -
i - annually. It was 20.61% for calendar year 2004, The contribution rate payable by the l

employee members is the rate of 7.00% as adopted by the Commissioners Court of the , ’ 1
County. 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.

Arnual Pension Cost

For the employer’s accounting year ending December 31, 2004, the annual pension cost for i
the TCDRS plan for its employees was $919,267, and the actual contributions were
$919,267.

[N

’

e

The annual required contributions were actuarially determined as a percent of the covered
payroll of the participating employees, and were in compliance with the GASB Statement

No. 27 parameters based on the actuarial valuation as of December 31, 2001, the basis for
determining the contribution rate for calendar year 2004. The December 31,2003 actuarial -
valuation is the most recent valuation. __ . ’
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'Eé ' Actuarial Valuation Information
. L :; . , o )” 1
, Actuarial valuation date 12/31/01 12131702 12/31/03 . y
i Actuarial cost method =~ Entry age Entry age . Entry age =
k Amortization method Level percentage Level percentage Level percentage
* of payroll, closed of payroll, open of payroll, open =
'3 i Amortization period 20 20 . .. 20 4
{“ Asset valuation method Long term Long term -.. Long term ¢
¢ appreciation appreciation Appreciation -
L with adjustment with adjustment with adjustment g
b . Actuarial Assumptions: i
P Investment return! 8.00% 8.00% 8.00%
L Projected salary ;
i increase? 5.5% 5.5% 5.5% i
: Inflation 3.5% 3.5% 35% '
¢ Cost of living adjustment . 0.0% 0.0% 0.0% v -
i -
;, ' ! Includes inflation at the stated rate. J '} ]
! .
[ I ! ¥
[ B - H
o ,
; . Trend Information for the Retirement Plan for the Employees of Panola County . .x
B Accounting Annual Percentage ‘ Net H
- Year Pension Of APC Pension
i Ending Cost (APC) Contributed Obligation o
Eoy 12/31/02 $ 638,593 100.00% 0 .
. 12/31/03 $ 761,59 100.00% 0 !
P ) 12/31/04 $ 919267 100.00% 0
- .
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