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Melissa S. Muiioz
County Auditor

P. O. Box 72

Kingsville, Texas 78364
Phone: (361)595-8526
Fax:  (361)595-8536

June 19, 2015 COUNTY of KLEBERG

KINGSVILLE, TEXAS

Honorable Rudy Madrid, County Judge
Honorable Members of the Kleberg County Commissioners’ Court

State law requires that all general-purpose local governments publish within six months of the close of
each fiscal year a complete set of financial statements presented in conformity with generally accepted
accounting principles (GAAP) and audited in accordance with generally accepted auditing standards by a
firm of licensed certified public accountants. Pursuant to that requirement, we hereby issue the
comprehensive annual financial report of the County of Kleberg for the fiscal year ended September 30,
2014,

This report consists of management’s representations concerning the finances of the 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 the County has established a comprehensive internal control framework that is designed
both to protect the government’s assets from loss, theft, or misuse and compiled 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 statement will be free from material misstatement. As management, we assert that, to the best
of our knowledge and belief, this financial report is complete and reliable in all material respects.

The County’s financial statements have been audited by Raul Hernandez & Co., P.C. The goal of the
independent audit was to provide reasonable assurance that the financial statements of the County, for the
fiscal year ended September 30, 2014, 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 reasonable basis for rendering an unqualified opinion that the County’s financial statements
for the fiscal year ended September 30, 2014, 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.




The independent audit of the financial statements of the County was part of a broader, federally mandated
“Single Audit” designed to meet the special needs of federal grantor agencies. The standards governing
Single Audit engagements require the independent auditor to report not only on the fair presentation of
the financial statement, but also on the audited government’s internal controls and compliance with legal
requirements, with special emphasis on internal controls and legal requirements involving the
administration of federal awards. These reports are available in the other supplementary information
section of this report.

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

History of Kleberg County

Kleberg County was part of the Spanish province of Nuevo Santander, which encompassed the area
between Tampico, Mexico and the Guadalupe River in Texas. After Mexico secured her independence in
1821, additional land in the area was granted to various individuals. In 1846, the land that is now in
Kleberg County was designated a part of Nueces County and it remained so for many years.

In 1853, Richard King purchased the Santa Gertrudis grant in Kleberg County from the heirs of the original
Spanish grantees and started the King Ranch. The history of Kleberg County during the next fifty years
is almost indistinguishable from that of the ranch. In 1903, however, the St. Louis, Brownsville, and
Mexico Railway was built through South Texas to Brownsville, and Henrictta King, owner of the King
Ranch, opened for sale a large tract of her land. A surveyor employed by the ranch laid out the town of
Kingsville in a pasture three miles east of the ranch headquarters. Even before the railroad reached the
town, numerous lots were sold. By 1912, the population of the town was approximately 4,000. In 1908
Ricardo, located on the railroad six miles south of Kingsville, was started as a trading center for farmers
living nearby. Nine miles farther down the tracks, Theodore F. Koch, who had purchased around 20,000
acres from Mrs. King in 1907, established Riviera. On Baffin Bay, a few miles to the east, Koch soon
organized Riviera Beach as a vacation resort. Vattman, several miles to the northeast of Riviera, was
settled in 1908 by German American families sponsored by the Catholic Colonization Society.

Kingsville grew much more rapidly than the other towns, largely because the railroad placed its general
offices and shops there. The railroad employees made up a third of the population of the town and were
the main source of income. As the population in the area increased, the citizens of Kingsville and the
other communities began to break away from Nueces County. In 1913, the Texas legislature responded
to this pressure and organized Kleberg County, named for Robert Justus Kleberg, whose son, also named
Robert Justus Kleberg, was manager of the King Ranch, The law setting up the county named five
residents to take care of organizing it, including hiring a surveyor and arranging for the first election.
Anton Felix H. von Blucher was employed to do the surveying, and within a short time he delineated the
boundaries of the county and drew the lines of the precinets.

At an election on June 27, 1913, the precinct and county officers were chosen, and Kingsville was
designated the county seat. The new public officials met in rented offices in downtown Kingsville and
began their work. The commissioners’ court proposed that a courthouse and hospital be built; the voters
approved bond issues for their construction, and both were completed by 1914. Oil exploration began




early in the county; with the first producing well discovered in 1919. During the next fifty years county
wells produced around 178 million barrels of oil. The first industry in the county was a cotton mill started
in Kingsville in 1921, An additional stimulus occurred in 1925, when South Texas Teachers College (now
Texas A&M University-Kingsville) was established.

In 1935, Loyola Beach was developed on the Callo del Grullo, three miles east of Vattman, as a
recreational spot for vacationers and fishermen. The 1940°s witnessed a period of spectacular growth
similar to that of the 1920°s. The population rose from 7,782 in 1940 to 16,857 in 1950. This growth was
due primarily to the location of the Naval Auxiliary Station (later the Naval Air Station, Kingsville) three
miles southeast of Kingsville.

Profile of Kleberg County

Kleberg County is a political subdivision of the State of Texas. It has no legislative powers, and very
restricted judicial and administrative powers. The governing body of the County is its Commissioners’
Court of which there are five members. The county judge is its chairman and the commissioner from each
of the four road and bridge precincts is also a member. The Court has only such powers as are conferred
upon it by the Constitution and the Statutes or by necessary implication there from, The county
government provides many varied services for the public it serves. Among these services are maintenance
and minor construction work on county owned and operated roads and bridges, recording functions related
to property rights and vital statistics of the county, operation of the county and district judicial system,
operation of the county jail, operation of the county welfare department, operation of the county
agriculture extension service, and the operation and maintenance of the city/county library and county
fairgrounds.

The Commissioners’ Court sets the tax rates, establishes policies for County operations, approves
contracts for the County and develops and adopts the County budget within the resources as estimated by
the County Auditor. The Commissioners” Court is also responsible for development of policies and order,
approving financial commitments and appointment of various department heads. The management and
leadership provided by members of the Commissioners’ Court and the elected and appointed officials of
other departments are crucial to the success of the County’s financial management and growth.

The County Auditor has responsibilities for prescribing the systems and procedures for handling the
finances of the County and “examining, auditing and approving” disbursements from County funds prior
to their submission to Commissioners’ Court for approval.

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

The annual budget serves as the foundation for the County’s financial planning and control. All
departments of the County are required to submit requests for appropriation to the Commissioner’s Court
on or before June 30 of each year. The Commissionet’s Court uses these requests as the starting point for




developing a base line budget, but without any tax increases or personnel changes. The Commissioners’
Court holds several budget workshops to discuss priorities. The County Auditor then reviews the
proposed budget with all the revisions as directed by Commissioners’ Court. A copy of the proposed
budget is filed with the County Clerk and County Auditor. The Commissioners’ Court then must hold a
public hearing on a day within seven calendar days after the date the proposed budget is filed, but before
October 31 of the current year. The Commissioners’ Court must take action on the proposed budget at
the conclusion of the public hearing.

The appropriated budget is prepared by fund, department, and budget category. On some items of greater
importance, the budget is prepared by line item. All transfers between budget categories and depariments
require the special approval of the Commissioners’ Court with the exception of the special revenue funds
other than the road fund and park fund. The appropriate department head can make budget transfers for
those special revenue funds other than just previously mentioned.

Budget-to-actual comparisons ate provided in this report for each individual governmental fund for which
an appropriated annual budget has been adopted. For the general fund, this comparison is presented as
part of the basic financial statements for the governmental funds. For governmental funds, other than the
general fund, with appropriated annual budgets, this comparison is presented in the Supplemental-
Nonmajor Governmental Funds subsection of this report. Also included in the governmental fund
subsection is project-length budget-to-actual comparison for each governmental fund for which a project
length budget has been adopted (road & bridges, law library and capital projects fund).

Factors Affecting Financial Condition
The information presented in the financial statements is perhaps best understood when it is considered
from the broader perspective of the specific environment within which the County operates.

Local Economy

Government The importance of the government sector across all geographic areas in South Texas, but
especially in Kleberg County. Government workers are made up of local (K-12 education), state (Texas
A&M University-Kingsville), Federal civil (border patrol), and military (NAS-Kingsville). Not only is
the government sector the top industry of the economy of Kleberg County, the government is the largest
employer for the County with a majority of the workforce being found in the state, federal and military
sectors. With the presence of a large university within the County, the state government level of
employment is the largest sector of government.

Agriculture and Services Since the 1800’s, agribusiness has been a heavy contributor to the economy of
the Kingsville are and South Texas. Agribusiness is the second most important source of property tax
income for Kleberg County. The majority of the County’s land lies within the famed King Ranch.

King Ranch is one of the largest ranches in the world. It comprises 825,000 acres and was founded in
1853 by Richard King and Gideon R. Lewis. The King Ranch, in addition to cattle farming, operates a
Jocal museum, maintains other property concerns and works with Texas A&M University-Kingsville to
perform agricultural research and development.

The King Ranch is a major employer of Kleberg County, Texas under different categories, Agriculture




and Services. The Services are considered the everyday management of the ranch and the Agriculture
would be raising cattle, as well as, quarter horses, cutting horses and thoroughbreds.

Unemployment Rate The current unemployment rate of Kleberg County, Texas is 4.8%, which is lower
than the national unemployment rate of 6,.49% and the statewide average rate is 5.49%.

Healthcare Kleberg County is serviced by a branch of CHRISTUS Spohn Hospital. It provides medical
care services for the entire family, from infants to seniors. As a community hospital, is provides advanced,
comprehensive health care services using the latest technology and procedures that is just a short drive
away. It provides health care from OB-GYN care through birthing services. It is committed to the overall
health of everyone in our area with fitness, health and wellness classes and provides complete rehab
services to promote recovery after injury or surgery. CHRISTUS Spohn Hospital Kleberg is home to the
only Level IV Trauma Center within several counties, which means we are equipped to provide advanced
medical care for everything from traumatic injuries and emergency situations to broken bones and allergic
reactions. Healthcare is the third most important sector of the economy of Kleberg County, Texas.

Muajor Highways US Highway 77 provides a major north-south trade corridor between the Port of Corpus
Christi, Brownsville, Mexico and all points south.

Airports Kleberg County Airport provides a 6,000-foot runway. Corpus Christi International Airport, 35
minutes northeast of Kingsville, provides daily passenger, commercial and cargo service.

Professional Sports During May 2005, a 21.5 million dollar baseball stadium named “Whataburger Field”
was completed in Corpus Christi, Texas, (which is 35 miles northeast of Kingsville, Texas) and is the
home of the Corpus Christi Hooks, Houston Astros AA league affiliate. The addition of a professional
baseball team has provided a positive impact to the economy throughout all of South Texas.

Long-term Financial Planning

The County’s officials considered many factors when setting the 2014 fiscal year budget and tax rates,
and the fees that will be charged for services, The main driver is the Kieberg County economy. The
County’s employment growth has mirrored its population growth for the last several years.

These indicators were taken into account when adopting the general fund budget for 2015. Amounts
available for appropriation in the general fund budget are expected to be slightly over $14 million.
Property taxes (benefiting from increases in assessed valuations), public service taxes, and grant revenue
(boosted by increased state and federal funding in several of our current programs) are expected to lead
this increase. The County plans to use these revenues to finance programs currently provided and to restore
its General Fund fund balance to a respectable level of surplus.

The county had several capital outlay projects that were started in 2010 with the sale of cestificate of
obligation bonds, This allowed the county to fund six million dollars in projects for the county as follows:
two million dollars went to the expansion of the county jail, two million dollars went to the renovation of
a county building, one million dollars went to the improvement of the parks system, one million dollars
were unrestricted. All capital outlay projects have been completed.

Cash Management and Policies and Practices
The County's primary investment objective is safety of principal. Secondly, the County's investment




Cash Management and Policies and Practices

The County's primary investment objective is safety of principal. Secondly, the County's investment policy
is to minimize credit and market risks while maintaining a competitive yield on its portfolio. Therefore,
the County generally limits its investments to time accounts and requires that all deposits be either insured
by federal depository insurance or collateralized. Alf collateral on deposits is held by third party banks
acting as agent for the County and is held in the County's name. The County also has funds deposited with
Tex-Pool. At September 30, 2014, all deposits of the County were classified in the category of lowest
credit risk as defined by the Governmental Accounting Standards Board.

Risk Management
Kleberg County maintains third party insurance coverage for potential losses, including insurance on most

of its major fixed assets for risks most likely to occur. In addition, the County implemented a Safety
Program and created a safety committee to assist in mitigation of all types of risk.

Awards
The Government Finance Officers Association of the United States and Canada (GFOA) awarded a

Certificate of Achievement for Excellence in Financial Repotting to Kleberg County, Texas for its
Comprehensive Annual Financial Report (CAFR) for the year ended September 30, 2013. The Cettificate
of Achievement is a prestigious national award-recognizing conformance with the highest standards for
preparation of state and local government financial reports.

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

A Certificate of Achievement is valid for a period of one year only. We believe our current report continues
to conform to program requitements, and we are submitting it to GFOA to determine its eligibility for
another certificate.

Acknowledgements
The preparation and execution of this audit could not have been accomplished without the efforts and
cooperation of my staff, other County officials, their staffs, and Commissioners’ Court. I wish to thank

them ali,

Respectfully submitted,

KLEBERG COUNTY AUDITOR
Melissa S. Mufioz
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RAUL HERNANDEZ & COMPANY, P.C.
Certified Public Accountants
5422 Holly Rd
Corpus Christi, Texas 78411
Phone (361) 980-0428 Fax (361) 980-1002

Independent Auditors’ Report

To the Board of Trustees
Klebsrg County, Texas
P.C. Box 72

Kingsville, Texas 78364

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of the Kieberg County, Texas ("the County"} as of and for the year
ended September 30, 2014, and the related notes to the financial statements, which collectively comprise the
County's basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

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

Auditors' Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with audiling standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Governmen! Auditing Standards, issued by the
Comptrolier General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.

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

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental aclivities, each major fund, and the aggregate remaining fund information
of Kleberg County, Texas as of September 30, 2014, and the respective changes in financial position, and,
where applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Emphasis of Matter

Change in Accounting Principle

As described in Note O to the financial statements, in 2014, Kleberg County, Texas adopted new accounting
guidance, Government Accounting Standards Board Statement No. 85, flems Previously Reported as
Assets and Liabilities. Our opinion is not modified with respect to this matter.
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Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis, budgetary comparison information and schedule of funding progress for OPEB
benefits identified as Required Supplementary Information in the table of contents be presented to supplement
the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the Required Supplementary Information in
accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information for
consistency with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Kleberg County, Texas's basic financial statements. The introductory section, combining and
individual nonmajor fund financial statements, comparative budgetary schedules, and statistical section are
presented for purposes of additional analysis and are not required parts of the basic financial statements. The
schedule of expenditures of federal awards is presented for purposes of additional analysis as required by U.
S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations, and is also not a required part of the basic financial
statements.

The combining and individual nonmajor fund financial statements and the schedule of expenditures of federal
awards are the responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the basic financial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the combining and individual nonmajor fund financial statements and the schedule of
expenditures of federal awards are fairly stated in all material respects in relation to the basic financial
statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit
of the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on
them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 19, 2015
on our consideration of Kleberg County, Texas's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Kleberg County, Texas's internal control over financial
reporting and compliance.

Respectfully submitted,

%MM* &—»77‘ ZC‘

Raul Hernandez and Company, P.C.

Corpus Christi, Texas
June 19, 2015
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KLEBERG COUNTY, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the Kleberg County (the County) annual financial report presents Management’s
Discussion and Analysis (MD&A) of the County’s financial pexformance during the fiscal year
ended September 30, 2014. The MD&A should be read in conjunction with the transmittal letter
found in the introductory section of this report and the County’s financial statements which
follow this section.

FINANCIAL HIGHLIGHTS

The assets of the Kleberg County exceeded its liabilities at the close of the most recent
fiscal year by $20,822,154 (net position). Of this amount, $7,639,898, (unrestricted net
position) may be used to meet the County’s ongoing obligations to citizens and creditors.

As of the close of the current fiscal year, the County’s governmental funds reported
combined ending fund balances of $7,581,178 of which, $2,952,564 is available for
spending at the government’s discretion (unassigned fund balance).

At the end of the current fiscal year, unassigned fund balance for the general fund was
$2,952,564, or 22.3%, of total general fund expenditures; these expenditures were
$518,376 more than 2013 due to increases in general government, public safety, and the
culture & recreation categories.

The $728,601 net change in the General Fund balance was $501,157 more than last year’s
net change.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts—management'’s discussion and analysis (this section),
the basic financial statements, and required supplenientary information. The basic financial
statements include two kinds of statements that present different views of the County:

The first two statements are governmeni-wide financial statements that provide both /long-
term and short-term information about the County’s overall financial status.

The remaining statements are find financial statements that focus on individual parts of
the government, reporting the County’s operations in more detail than the government-
wide statements.

The governmental finds statements tell how general governinent services were financed in
the short term as well as what remains for future spending.

Proprietary fund statements offer short- and long-term financial information about the
activities the government operates like businesses, The County maintains one type of
proprietary fund- an internal service fund. The Internal Service Fund is used to report
activities of the County’s self-insurance program. Because these services predominately
benefit governmental rather than business-type functions, the Internal Service Fund is
reported with governmental activities in the government-wide financial statements.
Proprietary funds provide the same type of information as the government-wide financial
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KLEBERG COUNTY, TEXAS

statements, but in more detail. The Internal Service Fund is presented as a single,
aggregated presentation in the proprietary fund financial statements.

o Fiduciary fund statements provide information about the financial relationships in which
the County acts solely as a frustee or agent for the benefit of others, to whom the resources
in question belong.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of required
supplementary information that further explains and supports the information in the financial
statements.
Figure A-1 Major Features of the County’s Government-wide
and Fund Financial Statements

Type of Statements| [Gavernmental Funds Proprietary| Fiduciary|
[Fund Fum@
Scope Entire county The activities of the Activities of Instances in
Government (except) county that are not County similar which the county
Fiduciary funds) proprietary or to private is the trustee or
and the county’s fiduciary business; self agent for
component units insurance someone else’s
resources
Statement of Balance Sheet Statement of Statement of
Required Financial Net position. ....eeeeres treesmnreeesreenae, ireereriesesnsarens oo Rl pasition......... Jiduciary, nel pesition
Statements Statement of Statement of revenues, Statement of Statement of
Activities expenditures & changes rev, exp,& in fiduciary
in find balances changes in et position
- net position
Statement of cash flows Statenient of
flows

Accounting basis Accrual accounting Modified accrual Accrual accounting Accrual accounting
and measurenent and economic accounting and and economic econoImic resources
ocus resources focus current financial focus focus

Figure A-1 shows how the required parts of this annual financial report are arranged and relate to
one another. In addition to these required elements, a section with combining statements that
provides details about the non-major governmental funds and internal service funds is included.

Government-wide Statements

The two government-wide statements report the County’s net position and how they have
changed. Net Position—the difference between the County’s assets and liabilities—is one way to
measure the County’s financial health or position.

e Over time, increases or decreases in the County’s net position are an indicator of whether
its financial health is improving or deteriorating, respectively.

e To assess the overall health of the County, one needs to consider additional nonfinancial
factors such as changes in the County’s tax base
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KLEBERG COUNTY, TEXAS

The government-wide financial statements of the County include the Governmental activities.
Most of the County’s basic services are included here, such as general government, public safety,
highways and streets, sanitation, economic development, cultare and recreation, and interest on
long-term debt. Property taxes and grants finance most of these activities.

Fund Financial Statements

The fund financial statements provide more detailed information about the County’s most
significant finds—not the County as a whole. Funds are accounting devices that the County uses
to keep track of specific sources of funding and spending for particular purposes.

¢ Some funds are required by State law and by bond covenants.

¢ The Commissioner’s Court establishes other funds to control and manage money for
particular purposes or to show that it is properly using certain taxes and grants.

The County has the following kinds of funds:

*  Governmental funds—Most of the County’s basic services are included in governmental
funds, which focus on (1) how cash and other financial assets that can readily be
converted to cash flow in and out and (2) the balances left at year-end that are available for
spending. Consequently, the governmental fund statements provide a detailed short-term
view that helps you determine whether there are more or fewer financial resources that can
be spent in the near future to finance the County’s programs. Because this information
does not encompass the additional long-term focus of the government-wide statements, we
provide additional information at the bottom of the governmental funds statement, or on
the subsequent page, that explain the relationship (or differences) between them.

» Proprietary funds- The County maintains one type of proprietary fund, an internal service
fund. The Internal Service Fund is used to report activities of the County’s self-insurance
program, Because these services predominantly benefit governmental rather than business-
type functions, the Internal Service Fund is reported with governmental activities in the
government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, but in more detail. The Internal Service Fund is presented as a single,
aggregated presentation in the proprietary fund financial statements. Individual fund data
for the internal service funds is provided in the form of combining statements elsewhere in
this report.

e Fiduciary funds—The County is the trustee, or fiduciary, for certain funds. It is also
responsible for other assets that—because of a trust arrangement—can be used only for the
trust beneficiaries. The County is responsible for ensuring that the assets reported in these
funds are used for their intended purposes. All of the County’s fiduciary activities are
reported in a separate statement of fiduciary net position and a statement of changes in
fiduciary net position. We exclude these activities from the County’s government-wide
financial statements because the County cannot use these assets to finance its operations.
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KLEBERG COUNTY, TEXAS

FINANCIAL ANALYSIS OF THE COUNTY AS A WHOLE
Net position. The County’s combined net position was $20,822,154, and $20,482,537, at
September 30, 2014 and 2013, respectively. (See Table A-1).

Table A-1
County’s Net Position
Governmental Increase
Activities (Decrease)
2014 2013 2014-2013
Current assets:
Cash/Cash equivalents 8,845,248 9,119,522 (274,274)
Equity in Pooled Cash 1,333,755 1,375,994 (42,239)
Taxes Receivable 686,255 667,824 18,431
Accounts Receivable 523,729 516,735 6,994
Intergovernmental Receivable 2,246,226 2,084,873 161,353
Prepaid ltems 415,022 378,596 36,426
Net Pension Asset 154,536 153,086 550
Total current assets: $ 14,204,771 $ 14,297,530 (92,759)
Non-current Assets:
Bond issuance Cosis - 108,639 (109,639)
Total non-current assets: - 109,639 {109,639)
Capital Assets:
Capital Assets 33,524,283 32,997,100 527,183
Less Accumulated
Depreciation {15,432,952) (14,737,838) {695,114)
Total capital assets: 18,091,331 18,259,262 (167,931)
Total Assets $ 32,206,102 $ 32,666,431 (370,329)
Current Liabilities
Accounts payable and
other current liabilities 2,226,346 2,395,189 (168,853)
Overdraft in Pooted Cash 689,172 1,093,981 {404,809)
Accrued Wages Payable 272,792 270,491 2,301
Accrued Interest Payable 25,015 25,849 (834)
Due to Other Governments and Agencies 2,412,094 2,600,511 {188,417)
Due to Others 479,478 31,840 447 538
Unearned Revenue 10,207 217,256 (207,049)
Total current liabilities 6,115,104 6,635,227 (620,123}
Long-term Habilities:
Due within one year 530,000 500,000 30,000
Due in more than one year 4,828,844 5,048,667 (219,823)
Total Liabilities $ 11,473,948 $ 12,183,894 (189,823}
Net Position:
Net Investment in Capital Assets 12,732,487 13,049,873 (317,3886)
Restricted For:
Debt Service 433,925 620,624 (186,699)
Capital Projects 15,844 15,688 156
Unrestricted 7,639,898 6,796,352 843,546
Total Net Position $ 20,822,154 $ 20,482,637 339,617
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KLEBERG COUNTY, TEXAS

The County’s overall financial position has improved slightly in the amount of $339,617. The
largest portion of the County’s assets are invested in capital assets (e.g. land, buildings,
machinery and equipment). The County uses these capital assets to provide services to citizens;
consequently, these assets are nof available for future spending. Although the County’s
investment in its capital assets is reported net of related debt, it should be noted that the resources
needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities. The unrestricted portion of net assets was
$7,639,898, or 36.7% of total net position, which is up $843,546 due, in part, to a net increase of
revenues as well as a decrease in debt over the prior year.

Table A-2
Kleberg County’s Changes in Net position — Governmental Activities
Governmental Increase
Activities {Decrease)
2014 2013 2014-2013

Revenues:.

Program:

Charges for services $ 5,403,161 $ 5,451,283 (48,122)

Operating Grants & Contributions 5,259,952 4,649,420 610,532

Cap. Grants & Contributions 3,947 559,987 {656,040)
General:

Property Taxes 10,510,151 10,074,765 435,386

Sales Taxes 2,227 151 2,052,309 174,842

Investment Income 6,399 13,735 (7,338)

Miscellaneous Revenues 444 655 216,808 227,846

Total Revenues $ 23,855,416 $ 23,018,308 837,108

Cost of Services:

General Government 4,799,872 3,993,993 805,879

Judicial 2,648,245 2,688,919 {40,674)

Public Safety 7,430,757 7,308,273 32,484

Public Transportation 1,661,315 2,104,530 (643,215)

Health and Welfare 3,659,884 3,539,919 118,965

Cuiture and Recreation 2,962,555 2,308,005 654,550

Conservation 118,465 117,637 828

Ecanomic Development & Assistance 24,457 73,384 (48,927)

Intergovernmental Utility Project - 424,708 (424,708)

Interest on Long-term debt 200,611 219,064 (18,453)

Total Cost of Services $ 23,406,161 $ 22,868,432 537,729

Change in net assets 449 255 149,876 299,379
Net position - beginning 20,482,537 20,332,661 149,876
Prior Pericd Adjustment {109,638) - (109,638)
Net position - ending $ 20,822,154 $ 20,482 537 339,617
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KLEBERG COUNTY, TEXAS

Governmental Activities
e Property tax was up $435,386, or 4.3%, due to an increase in general property taxes in the
General Fund. Net taxable property values was $1,411,927,012 and the total tax levy was
$.00744810.

e Operating Grants & Contributions increased $610,632 due to an increase in grants for the
Human Services 1/1 —12/31 and the Human Services Funds compared to the prior year.

Revenues. The County’s total revenues were $23,855,416. A significant portion, 44%, of the
County’s revenue comes from property taxes. In addition, 22.6% comes from charges for
services, and 22% relates to operating grants & contributions. (See Figure A-1 and Table A-2)

Figure A-1
Revenues by Source - Governmental Activities
(in dollars)
12,000,000 $10,510;151
10,000,000
8,000,000
6.000 000 $5,403,161 $5,259 952
4,000,000 - $2,227,151
2,000,000 -
$3,947 l $6,399 $444,655
= T T T T T T /.
Charges for  Operating Capital Grants  Property Sales Taxes  Investment Misc Revenue
Services Grants & & Taxes Income
Contribtuions Contributions

Table A-2 and Figure A-2 present the cost of each of the County’s largest functions.

e The cost of all governmental activities this year was $23,406,161. However, the amount
that our taxpayers paid for these activities through property taxes was $10,510,151.

e Some of the costs, $5,403,161, or 22.6%, were paid by those who directly benefited from
the programs such as human services, state juvenile and adult probationary fees, and fees
of office, which had a net decrease compared to 2013 due to decreases in governmental
activities such as public safety, public transportation, and culture & recreation.

e Oftotal costs, $7,430,757 is attributed to Public Safety, which had a net increase from the

prior year by $32,484 due to expenditures in the Sheriff’s and the Warrant Officer’s
departments.
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KLEBERG COUNTY, TEXAS

o Total expenses were up $537,729, or 2.3%, where General Government and Culture &
Recreation had the most significant increases in the amounts of $805,879 and $654,550,
respectively. The majority of the General Government expenditure increases were part of
the General fund and the DRS-210087 fund. Furthermore, Culture & Recreation
expenditure increases were mainly part of the Park Grant (CIAP) #2.

Figure A-2

Total Cost of Services - Governmental Activities
(in dollars)

$7,430,757
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FINANCIAL ANALYSIS OF GOVERNMENTAL FUNDS

As noted earlier, the County uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. The County has maintained an AAA/Aaa bond rating since
1978.

Governmental funds. The general government functions are reported in the General, Special
Revenue, Debt Service, and Capital Project 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 annual financing and budgeting
requirements. In particular, unassigned fund balance may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the County’s governmental funds reported combined
ending fund balances of $7,581,178, an increase of $397,809, or 5.5% compared with the prior
year, The largest increases in fund balance were in the General and Debt Service funds.

The General fund is the chief operating fund of the County. At the end of the current fiscal year,
unassigned fund balance of the General Fund was $2,952,564 in contrast to $1,846,523 in the
prior year. The fund balance of the Road & Bridge Maintenance decreased by ($92,948) from
the preceding year due, in part, to decreases in intergovernmental and fines & forfeiture revenue.
In addition, the D.A.’s Forfeiture’s fund balance decreased by ($159,955) from the prior year due
to a decrease in fines & forfeiture revenue.
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KLEBERG COUNTY, TEXAS

The County, in 2014, had an increase in Taxes of $375,043, which includes general property
taxes, general sales & use taxes, and miscellancous taxes. Furthermore, fines & forfeitures
increased by $290,534, as part of an overall net increase for revenue in the amount of $587,701
over 2013. Transfers out were up $25,569 or 1.8%.

The Debt Service Fund (County-wide) has a total fund balance of $213,925, a decrease of
($196,699). The reserves for the payment of debt service combined with the estimated first
quarter coliections on current year assessments will cover next year’s scheduled debt. The
decrease in the net fund balance was the result of debt service payments toward principal &
interest exceeding general property tax revenue.

FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS

Revenues

Revenues from governmental fund types totaled $23,703,109, which was an increase of
$587,701 compared to the preceding year. The most significant positive variances in
governmental fund revenues were derived from Taxes and Fines & Forfeitures, which increased
$375,043, and $290,534, respectively. This was primarily due to increases in both the General
and Hotel/Motel Occupancy Tax funds for taxes and the General and the Sheriff Chapter 59
forfeiture funds for fines & forfeitures.

Another increase in actual revenue sources was in the category of the Seawind revenue in the
amount of $227.975, which was part of the General Fund.

The County’s primary source of revenue consists of taxes, which comprise 53% of the County’s
total revenues. In addition, intergovernmental, fines & forfeitures and fees of office comprise
21.5%, 8.5%, and 7.2% of total revenues, respectively. The County’s departments that charge for
services include park & recreational, fees of office from justice of the peace precincts, and
constables, which are all an important part of the County’s revenues. They are an integral part of
the County’s ability to provide the services to which citizens have become accustomed. (See
Figure A-3 and Table A-3
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Figure A-3

Revenues by Source - Governmental Funds
(in dollars)
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Table A-3
Governmental Funds — Revenues by Source*
Increase
FY 2014 FY 2013 (Decrease)
Taxes $ 12,630,177 $ 12,255,134 $ 375,043
License and Permits 618,866 683,001 (64,135)
Intergovernmental 5,096,440 5,408,062 (309,622)
Charges for Services 184,691 178,373 6,318
Fines & Forfeitures 2,018,531 1,727,997 290,534
Fees of Office 1,725,863 1,631,127 94,736
Investment Earnings 6,399 13,735 (7,336)
Refunds & Reimbursements 107,667 144,983 (37,316)
Seawind Revenue 505,073 277,098 227,975
Golf Course Revenue 320,926 381,203 (60,277)
Miscellaneous Revenues 359,566 185,850 173,716
Contributions & Donations 128,910 112,563 16,347
Misc - Park & Recreational - 118,282 (118,282)
Total Revenues $ 23,703,109 $ 23,115,408 $ 587,701

(*) For comparative purposes: Taxes consists of General Property taxes, General Sales & Use
taxes, and other miscellaneous taxes.

Expenditures

The County’s primary expenditures were for public safety, general government, and health &
welfare. Public Safety accounts for 32% of total expenditures, and General Government now
accounts for 18.8% of total expenditures, compared to 16% in 2013. (See Figure A-4 and Table
A-4)
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Figure A-4

Expenditures by Function - Governmental Funds
(in dollars)
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Table A-4
Governmental Funds — Expenditures by Function
Increase
FY 2014 FY 2013 (Decrease)
General Government $ 4,370,803 $ 3,716,399 $ 654,404
Judicial 2,632,903 2,669,922 (37,019)
Public Safety 7,475,702 7,495,353 (19,651)
Public Transportation 1,507,033 2,088,837 (5681,804)
Health and Welfare 3,763,306 3,677,128 86,178
Culture and Recreation 2,959,261 2,588,379 370,882
Conservation 114,523 113,695 828
Intergovernmental Utility
Project - 424,708 (424,708)
Debt Service:
Principal 220,000 210,000 10,000
Interest and Fiscal Charges 201,445 207,895 (6,450)
Total Expenditures $ 23,244.976 $ 23,192,316 $ 52,660
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Other financing sources from the County came from:

Table A-5
Other Financing Resources
Increase
FY 2014 FY 2013 {Decrease)
Transfers in $ 1,432,245 $ 1,406,676 $ 25 569
Transfers Out {1,432,245) {1,406,676) (25,569)
$ - $ - $ -

General Fund Budgetary Highlights

The final budget was adopted with total General Fund revenues of $15,199,051 and expenditures
of $13,470,450, which both include transfers.

The following are significant variations between the final budget and actual amount.

s Actual revenues (excluding transfers) were higher than budgeted figures by $557,133. Of
this amount, Intergovernmental, Seawind revenue, and Fines & Forfeitures had the
largest increases of $320,128, $185,073, and $151,737, respectively.

» Actual expenditures (excluding transfers) were $662,130 below final budget amounts.
The most significant positive variances were in the Sheriff’s, Health, and Non-
Departmental departments which had a positive variances of $276,642, $71,442, and
$51,504, respectively. County departments were encouraged to hold the line of salaries
and expenditures to support the overall County budget due to the fact that the County was
incurring higher costs on items such as medical insurance, data services, and utilities.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

At the end of 2014, the County had invested $33,517,287 in a broad range of capital assets,
including land, equipment, buildings, and infrastructure. (See Table A-6.)

The capital assets of the County are those assets (land, buildings, improvements, and machinery
& equipment), which are used in the performance of the County’s functions. At September 30,
2014, net capital assets of the governmental activities totaled $18,084,335. Depreciation on
capital assets is recognized in the Government-wide financial statements. ~Accumulated
depreciation for infrastructure, buildings & improvements, and equipment totaled $15,432,952.
More detailed information about the county’s capital assets is presented in the notes to the
financial statements on page 48.
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Table A-6
County’s Capital Assets

Activities (Decrease)

2014 2013 2014-2013
Land $ 1,860,368 $ 1,860,368 $ -
Construction in Progress 5,885,878 5,885,878 -
Infrastructure 1,104,445 1,104,445 -
Buildings and improvements 15,298,803 15,265,166 33,637
Machinery & Equipment 9,367,793 8,881,243 486,550
Total at historical cost $ 33,517,287 $ 32,997,100 $ 520,187
Total Accumulated Depreciation (15,432,952) {14,737,838) (695,114)
Net Capital Assets $ 18,084,335 3 18,259,262 $  (174,927)

Long Term Debt

At year-end, the County had $5,358,844 in bonds, and compensated absences, as shown in Table
A-7. The County’s total debt had a net decrease from the prior year, partially due to principal
payments total of $220,000. There was no new bond debt in the current year. More detailed
information about the County’s debt is presented in the notes to the financial statements on page

50.

Table A-7

Long Term Debt
Governmental
Activities

2014 2013

General obtigation bonds $ 4,995,000 $ 5,215,000
Compensated absences 363,844 339,278

Total governmental activities $ 5,358,844 $ 5,554,278

FECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

e Appraised value used for the 2015 budget preparation increased $27,478,346 to
$1,411,927,012. With a tax rate of $.744, which is unchanged, the County expects tax

revenues to remain stable.

e General operating fund spending in the 2015 budget is expected to have a slight decrease

as compared to 2014.

o All other funding sources are expected to stay somewhat stable with the above property tax

increase providing the needed funding for 2015.
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These indicators were taken into account when adopting the general fund budget for 2014. This
budget will raise more revenue from property taxes than last year’s budget by an amount of
$47,261, which is a .50 percent increase from last year’s budget. The property tax revenue to be
raised from new property added to the tax roll this year is $80,759.38.

Expenditures are budgeted to decrease slightly by $500,000. The majority of the decrease was in
operational related expenses. Due to the county trying to rebuild the fund balance, each
department was asked to decrease operational expenses.

If these estimates are realized, the County’s budgetary general fund balance is expected to
increase slightly. If this estimate holds true, the County will have a fund balance of an estimated
$3,580,584. 1In light of the County’s low fund balance, the Commissioners’ Court has enacted
spending and personnel freezes and is constantly monitoring the budget. Such concerns will also
be reflected in the upcoming preparation of the 2015 budget to ensure that the County maintains
a positive fund balance.

CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors, and
creditors with a general overview of the County’s finances and to demonstrate the County’s
accountability for the money it receives. If you have questions about this report or need
additional financial information, contact:

County Auditor’s Department
700 East Kleberg
Kingsville, Texas 78363

(361)595-8526

24




This page is left blank intentionally.




Basic Financial Statements




This page is left blank intentionally.




KLEBERG COUNTY, TEXAS
STATEMENT OF NET POSITION
SEPTEMBER 30, 2014

ASSETS:
Cash and Cash Equivalents
Equity in Pooled Cash

Taxes Receivables ( net of allowances for uncollectibles):

Accounts Receivable
Intergoverninental Receivable
Prepald items
Net Pension Asset
Capital Assets { net of accumulated depreciation):
Land
Buildings and System
Improvements other than Buildings
Machinery and Equipment
infrastructure
Construction in Progress
Total Assets

LIABILITIES:
Accounts Payable and Cther Current Llabilities
Overdraft in Pooled Cash
Accrued Wages Payable
Accrued Interest Payable
Due to Other Governments and Agencies
Due to Others
Unearned Revenue
Noncurrent Liabilities-

Due within one year

Due in mare than one ysar

Total Liabilities

NET POSITION:
Net Investment in Capital Assets
Restricted For:
Debt Service
Capital Projects
Unrestricted
Total Net Position

The accompanying notes are an integral part of this statement.
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EXHIBIT A-1

Governmental
Aclivities

$ 8,845,248
1,333,755
686,255
523,729
2,246,276
415,022

154,536

1,860,368
6,697,934
551,344
2,290,032
905,775
5,885,878

32,206,102

2,226,346
689,172
272,792

25,015

2,412,094

479,478
10,207

530,000
4,828,844
11,473,948

12,732,487

433,925

15,844
7,639,898

$ 20,822,154




KLEBERG COUNTY, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2014

Program Revenues

Qperating Capilal
Charges for Grants and Grants and

Functions/Programs Expenses Services Contributions Contributions
PRIMARY GOVERNMENT:
Governmental Activilies:
General Government $ 4,799872 $ 1,852,477 §% 340,121 § -
Judicial 2,648,245 14,649 107,667 --
Public Safety 7,430,757 1,837,257 1,428,066 --
Public Transportation 1,561,315 1,290,681 65,974 --
Health and Welfare 3,659,884 87,171 2,292,621 -
Culture and Recreation 2,962,555 320,926 1,025,603 3,947
Conservation 118,465 -- -- -
Economic Development and Assistance 24,457 -- -- =
Interest on Long-term Debt 200,611 -- - --

Total Governmental Activities 23,406,161 5,403,161 5,259,952 3,947
Total Primary Government $ 23406,161 $ 5403,461 $ 5259952 % 3,947

General Revenues:
Property Taxes
Sales Taxes
Investment Income
Miscellaneous Revenues
Total General Revenues
Change in Net Assels
Net Position - Beginning
Prior Period Adjustment
Net Posilion - Ending

The accompanying noles are an integral part of this statement.

26




EXHIBIT A-2

Net (Expense)
Revenue and
Changes in
Net Position

Governmentat
Activities

$ (2,607,274}
(2,525,929)
(4,165,434)

(204,660)
(1,280,192)
(1,612,079)

(118,465)

(24,457)
(200,611)
(12,739,101)
(12,739,101)

10,510,151
2,227,151

6,399

444,655
13,188,356
449,255
20,542,863
{169,964)

$__ 20,822.154
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KLEBERG COUNTY, TEXAS
BALANCE SHEET - GOVERNMENTAL FUNDS
SEPTEMBER 30, 2014

General
Fund
ASSETS
Assets:
Cash and Cash Equivalents $ 2,361,682
Equity in Pooled Cash -
Taxes Receivables { net of allowances for uncollectibles): 654,687
Accounts Receivable 251,922
Intergovernmental Receivable 368,960
interfund Receivables 856,548
Prepaid items 405,394
Total Assets $ 4,899,193
LIABILITIES AND FUND BALANCES:
Liabilities:
Accounts Payable $ 949,640
Overdraft in Pooled Cash 27,058
Accrued Wages Payable 198,479
Interfund Payables 5,820
Due to Others --
Due to Other Governments and Agencies 110,945
Deferred Revenue --
Total Liabilities 1,291,942
DEFERRED INFLOWS OF RESOURCES
Unavailable Revenue -- Property Taxes 654,687
Total Deferred Inflows of Resources 654,687
Fund Balances:
Reslricted --
GCommitted -
Unassigned 2,952,564
Total Fund Balance 2,952,564
Total Liabilities and Fund Balance $ 4,899,193

The accompanying notes are an integral part of this statement.
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Road &
Bridge
Maintenance

$ 374,958

200,216

117,613
3,855

$___ 6960

$ 81,117

21,616

7,658

110,390

586,252

586,252

$ 696,642




DA 's
Forfeiture

$ 1,656,809
363,548

7,189

1,203
$ 2,028,749

$ 27,135
13,322
3,778
479,478
23,816
10,207
557,736

1,471,013

1,471,013

$ 2,028,749

Debt
Service
Fund

$ 213,714

31,568
211

$ 245,493

31,568

31,568

213,925
213,925

3 245,493
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Other
Governmeital
Funds

3 1,560,043
769,991

146,722
1,873,411

5,819

8,425

$ 4,364,411

3 996,941
662,114

39,376

133,654

174,902

2,006,987

1,706,289
651,135

2,357,424

$ 4,364,411

EXHIBIT A-3

Total
Governmental
Funds

6,167,206
1,333,755
686,255
523,657
2,246,226
862,367
415,022

12,234,488

2,054,833
689,172
272,792
143,262
479,478
317,321

10,207

3,967,065

686,205

686,255

3,763,554
865,060
2,952,564

7,581,178

12,234,488




EXHIBIT A-4

KLEBERG COUNTY, TEXAS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION

SEPTEMBER 30, 2014

Total fund balances - governmental funds balance sheet : % 7,581,178

Amounls reported for governmental activities in the Statement of Net Position
are different because:

Capital assets used in governmental activities are not reported in the funds. 18,091,330
Property taxes receivable unavailable to pay for current period expendiiures are deferred in the funds, 686,255
The assets and liabilities of internal service funds are included in governmental activities in the SNP. {307,286)
Payables for bond principal which are not due in the current period are not reported in the funds. (4,995,000)
Payables for bond interest which are not due in the current period are not reported in the funds. (25,015)
Payables for compensated absences which are not due in the current period are not reported in the funds. (363,844)
Payables for contracts which are not due in the current pericd are not reporied in the funds. 154,536
Net position of governmental activities - Statement of Net Position $ 20,822,154

The accompanying notes are an integral part of this statement.
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KLEBERG COUNTY, TEXAS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANGES - GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2014

Road &
General Bridge
Fund Maintenance
Revenue:
Taxes:

General Property Taxes 10,133,226 -

General Sales and Use Taxes 2,227,151

Gross Receipts Business Taxes - -

Other Taxes - Miscellaneous . -
License and Permits 58,495 560,371
Intergovernmental 371,628 31,926
Charges for Services -- -
Fines and Forfeitures 415,367 730,310
Fees of Office 1,040,993 --
Investment Earnings 1,693 221
Refunds & Reimbursements 107,667 --
Seawind Revenue 505,073 --

Golf Course Revenue -- -
Miscellaneous Revenues 168,739 1,085
Contribitions & Donations 28,994 -

Total Revenues 15,058,926 1,323,883
Expenditures:
Current:

General Government 3,785,269 --

Judicial 2,001,560 -

Public Safety 5,087,996 -

Public Transportation 68,260 1,416,830

Health and Welfare 548,316 -

Culture and Recrealion 1,579,208 --

Conservation 114,523 --

Debt Service:

Principal -- -

Interest and Fiscal Charges .- --

Total Expenditures 13,185,132 1,416,830

Excess (Deficiency) of Revenues

Over {Under) Expenditures 1,873,794 (92,947)
Other Financing Sources {Uses):

Transfers In 140,125 --

Transfers Out {1,285,318) --

Total Other Financing Sources (Uses) {1,145,193) --

Net Change in Fund Balances 728,601 (92,947}
Fund Balances - Beginning 2,223,963 679,199
Prior Period Adjustment - --
fund Balances - Ending $ 2,952,564 $ 586,252

The accompanying notes are an integral part of this statement.
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D.A.'s
Forieiture

144,591

284,320

659

10

429,580

589,535

589,635

(159,955)

{159,955)

1,630,968

$ 1,471,013

Debt
Service
Fund

$ 219,890

4,728

128

220,000
201,445
421,445

(196,699)

(196,699)

410,624

$ 213,925

Other
Governmental
Funds

$ -

45,182
4,548,295
184,691
588,534
684,870

3,788

320,926
189,762
99,916
6,665,974

585,534
41,808
2,387,706
21,943
3,214,990
1,380,053

7,632,034
{966,060)
1,292,120
(146,927)
1,145,193
179,133
2,238,616

(60,325)
3 2,357,424
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EXHIBIT A-5

Total
Governmental
Funds

$ 10,353,116
2,227,151
45,182
4,728
618,866
5,096,440
184,691
2,018,631
1,725,863
6,399
107,667
505,073
320,926
359,566
128,910
23,703,109

4,370,803
2,632,903
7,475,702
1,507,033
3,763,306
2,959,261

114,523

220,000
201,445
23,244,976

458,133

1,432,245
(1,432,245)

458,133

7,183,370
(60,325)
$ 7.581,178




KLEBERG COUNTY, TEXAS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2014

Net change in fund balances - lotal governmental funds

Amounts reported for governmental activities in the Statement of Activities

{"SOA") are different because:

Capital outlays are not reported as expenses in the SOA.

The depreciation of capital assets used in governmental aclivities is not reported in the funds.

Certain property tax revenues are deferred in the funds. This is the change in these amounts this year.
Expenses not requiring the use of current financial resources are not reported as expenditures in the funds.
Repayment of bond principal is an expenditure in the funds bulis not an expense In the SOA.

(Increase) decrease in accrued interest from beginning of period to end of period.

The net revenue (expense} of internal service funds is reported with governmental aclivitios.

Compensated absences are reported as the amount earned in the SOA but as the amount paid in the funds.

Change in net position of governmental activities - Statement of Aclivilies

The accompanying notes are an integral part of this statement.

33

EXHIB!IT A-6

458,133

527,181
(695,114)
152,308

550

220,000

834
{184,460}

(30,177) -

$

449,255




EXHIBIT A-7

KLEBERG COUNTY, TEXAS
STATEMENT OF NET POSITION
INTERNAL SERVICE FUND
SEPTEMBER 30, 2014

Nonmajor
Internal Service
Fund
Internal Service
Fund

ASSETS:
Current Assets:
Cash and Cash Equivalents $ 583,270
Investments
Receivables ( net of allowances for uncollectibles): 72

Total Current Assets 583,342
Noncurrent Assets:
Restricted Cash, Gash Equivalents and Investments-

Total Noncurrent Assets -~

Total Assets 5 583,342
LIABILITIES:
Current Liabilities:
Accounls payable $ 171,513
Interiund payables 719,115

Total Current Liabillities 890,628
Current Liabilities Payable from Restricted Assets-

Total Liabilities 890,628
NET POSITION:

Total Net Position $ (307,286)

The accompanying noles are an integrat part of this statement.

34




KLEBERG COUNTY, TEXAS

STATEMENT OF REVENUES, EXPENSES, AND CHANGES
[N FUND NET POSITION - INTERNAL SERVICE FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2014

OPERATING REVENUES:
Charges for Sales and Services:
Premiums and reimbursements
Total Operating Revenues

OPERATING EXPENSES:
Insurance premiums and Claims
Total Operating Expenses

Operating Income

NON-OPERATING REVENUES (EXPENSES):

Total Non-operaling Revenues (Expenses)
Income before Transfers
Change in Net Position

Total Net Position - Beginning
Totat Net Position - Ending

The accompanying notes are an integral part of this statement.
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Nonmajor
Internal Service
Fund
Internal Service
Fund

$ 3,151
3,161

187,611
187,611

(184,460)
T (184,460)
(184,460)

{122,826)
$ (307,286)

EXHIBIT A-8




KLEBERG COUNTY, TEXAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2014

Cash Flows from Operating Activities:
Cash Receipts {(Payments) for Quasi-external
Operating Transactions with Other Funds
Cash Payments to Other Suppliers for Goods and Services
Net Cash Provided (Used) by Operating Activities

Cash Flows from Non-capital Financing Activities:
Proceeds {Payments) from (for} Interfund Borrowings
Transfers From (Ta) Primary Government

Net Cash Provided (Used) by Non-capital Financing Activities

Net Increase (Decrease) in Gash and Cash Equivalents
Gash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities:
Operaling income ({Loss)
Adjustments to Reconcile Operaling Income to Net Cash
Provided by Operating Activities
Change in Assets and Liabllilies:
Decrease (Increase) in Receivables
Increase {Decrease) in Accounts Payable
Increase {Decrease) in Unearned Revenue
Total Adjustments
Net Cash Provided (Used) by Operaling Activities

The accompanying notes are an integral part of this statement.
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Nonmajor
Service

Funds

$

10,266
(185,851)

(175,585)

$

$

{23,054

$ (175,585)

(175,585)
758,855

583,270

(184,460)

33,689
(1,760)

8,875

EXHIBIT A-9




EXHIBIT A-10

KLEBERG COUNTY, TEXAS
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS

SEPTEMBER 30, 2014

Agency
Funds
ASSETS;
Cash and Cash Equivalenis $ 1,993,869
Total Assels $ 1,993,869
LIABILITIES:
Due to Other Governmenis and Agencies 3 1,993,869
Total Liabilities $ 1,993,869
NET POSITION

The accompanying notes are an integral part of this statlement.
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KLEBERG COUNTY, TEXAS
NOTES TO THE FINANGIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

A.

S ( Sianificant £ o Poll

The accounting and reporting policies of the County reflected in the accompanying financial statements conform to
accounting principles generally acceptable in the United Slates of America applicable to state and local
governments. Accounting principles generally accepted in the United States of America for local governments are
those promuligated by the Governmental Accounting Standards Board (GASB} in Governmental Accounting and
Financial Reporting Standards. The financial report has been prepared in accordance with GASB Statement No.
34, "Basic Financial Statements - and Management's Discussion and Analysis - for State and Local Governments”,
issued in June 1999 and implemented by the County in fiscal year 2004. The most significant accounting
and reporting policies of the County are described in the following notes to the financial statements.

1. Reporting Entity

The Counly's basic financial statemenis include the accounts of all its operations. The County evaluated
whether any other entity should be included in these financial statements. The criteria for including
organizations as component units within the County's reporting entity, as set forth in GASB Statement No. 14,
"The Financial Reporting Entity,” Include whether:

- the organization is legally separate (can sue and be sued in its name)

- the County holds the corporate powers of the organization

- the County appoints a voting majority of the organization's board

- the County is able to impose its will on the organization

- the organization has the polential to impose a financial benefitburden on the Gounly

- there is fiscal dependency by the organization on the County

- the exclusion of the organization would result in misieading or incomplete financial statements

Based on these crileria, the County has no component units. Additionally, the County Is not a component unit of
any other reporting entity as defined by the GASB Statement.

2 @overnment-wide and fund financial slatements

The government-wide financial statements {i.e., the statement of net assels and the statement of changes in
net assets) report information on all of the nonfiduciary activities of the primary government and its component
units. For the most par, the effect of interfund activity has been removed from these statements. Interfund
services provided and used are not eliminated in the process of consolidation. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree 10 which the direct expenses of a given function are offset
by program fevenues. Direct expenses are those that are clearly identificable with a specific function.
Program revenues include 1) charges to customers or applicants who purchase, use, of directly benefit irom
goods, services, or privileges provided by a given function and 2) grants and contributions that are restricted 1o
meeting the operational or capital requirements of a particular function. Taxes and other items not properly
included among program revenues are reported instead as general revenues.

Separate fund financial statements are provided for the governmental funds, interest and sinking fund and
fiduciary funds, even though the fatler are excluded from the government-wide financial statements. The
general fund and the District Attorney's forfeiture fund are major funds and the debt service fund and road and
bridge fund are designated as major funds and are reported in separate columns in the fund financial
statements.
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KLEBERG COUNTY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

3. Measurement focus, basis of accounting, and financial statement presentation

The government-wide financial statements are reporied using the economic resources measurement focus and
the accrual basis of accounting, as are the proprietary fund and f{uduciary fund financial statements.
Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows including claims and judgments reported in the County's internal service fund
{proprietary fund). Property taxes are recognized as revenues in the year for which they are levied. Fees and
fines are considered as earned when paid. 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 lhe current financial resources measurement focus
and the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable
and available. Revenues are considered to be available when they are collectible within the current period or
soon enough thereafler to pay liabilities of the current period. For this purpose, the County considers revenues
to be available if they are collected within 60 days of the end of the current fiscal period. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences, are recorded only when payment is
due.

Intergovernmental revenues, rents, commissions, and interest associated with the current fiscal period are all
considered to be susceptible to accruat and so have been recognized as revenues of the curront fiscal period.
All other revenue items are considered to be measurable and available only when cash is received by the

County, which includes, delinquent property taxes, licenses, fees and fines. For grants, lke the
government-wide financial statements, the revenue is recognized when all the eligibilily requirements have
been met.

When the counly incurs an expenditure or expense for which both restricted and unrestricted resources may be used,
it is the County's policy to use restricted resources first, then unrestricted resources.

The County reports four major and two designated major governmental funds:

The General Fund Is the County's primary operating fund. The General Fund 15 used to account for all
financial resources except those required to be accounted for in another fund.

The District Attorney's Forfeiture Fund is used to account for late check fees and forfeitures.

The Debt Service Fund accounts for tax levies and other funds used to meet annual principle and
interest payment requirements on the oustanding general obligation debt and outstanding lease
purchase contracts.

The Road and Bridge Fund is a special revenue fund used to account for certain types of fines and
forfeitures, licenses and permits, and intergovernmental revenues. Expenditures related to road and
bridge maintenance are accounted for in this fund.

All other governmental funds are combined and reported as non-major. Non-major funds included parks, grants
and other special revenue funds.

Additionally, the County reports the foliowing fund types:

Internal service funds accounted for and financed the Gounly's uninsured risks of loss from group heaith
insurance which was terminated September 30, 2011. Expenses are for benefits, claims and
administrative expenses which were incurred prior fo September 30, 2071, but not paid untl 2012.
Proprietary funds distinguish operation revenues and expenses from non-operating. Operating revenues
and expenses generally result from providing goods and services in conneclion with a proprietary fund's
principal and ongoing operations.
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KLEBERG COUNTY, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2014

Fiduciary funds are classified into private purpose trust and agency funds. The County has only agency
funds which are used to account for the assets thal are held for the benefit of others or as an agent for
individuals, private organizations, other governmental units, and/or other funds. Agency funds are
custodial in nature {assets equal liabilities) and do not involve measurement of results of operations.
The County's agency funds include assels and liabilities of the Sheriff, Justices of the Peace, Parks
Department, Tax Assessor/Collector, Library, County Clerk, Disrict Clerk, and County Attorney.

4,  Assets, liabilities, and net assets

a.

Deposits and investments

The County's cash and cash equivalents are considered 10 be cash on hand, demand deposits and short-
term invesiments with original maturities of less than 90 days and local government pools. Slate
statutes and the County's official Investment Pglicy authorize the County to invest in obligations of the
U.S. and its agencies, certificates of deposit, local government pools, repurchase agreements, and
direct obligations of states, agencies, counties, cilies, and other political subdivisions of any state rated
"A" orits equivalent.

Investments for the County are reported at fair value in accordance with provisions of GASB Statement
No. 31, Accounting and Financial Reporting for Cerain Investments and for External Investment
Pools. All investment income is recognized as revenue in the appropriate fund's statement of
revenue, expenditures, and change in fund balance. Deposil and Investment Risk Disclosures are in
accordance with GASB Statement No. 40.

Receivables and payables

Al trade and properly tax receivables are shown net of an allowance for uncolleclibles. Trade
receivables are directly written off when circumstances indicate a receivable s no longer collectible,
usually within one year that the receivable was incurred.

Properly taxes are levied prior to September 30, based on taxable value as of January 1, and become
due OQclober 1 and past due after January 31. Accordingly, receivables and revenues for property taxes
are reflected on the government-wide statement based on the full accrual method of accounting. On
the governmental fund financia! statements, outstanding property taxes receivable is reported as
deferred revenue.

Accounts receivable include amounts due from grantors for approved grants for specific programs and
reimbursements for services performed by the County. Program granls are recorded as receivables and
unearned revenue {a liability) at the time the contracts are approved and signed. Grant revenues are
recognized when eligibility requirements established by the grantor have been met at which time
unearned revenue (the liability account) is reduced.

Lending or borrowing between funds is reflecled as "due to or due from" (current position) or "advances
toffrom other funds” (non-current).  Advances between funds, as reported in the fund financial
statements, are offsel by a fund balance reserve account in applicable governmental funds to indicate
that they are not available for approprialion and are not expendable available financial resources.
Interfund activity reflected in "due to or due from" is eliminated on the government-wide statements.

Inventories and Prepaid ltems
Inventories on the balance sheet are stated at weighted average cost. Inventory items are recorded as

expenditures when they are consumed. Inventory amounts at year-end were insignificant and therefore
not reported on the financial statements.
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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 and are accounted for under the
purchases method.

Inventories of governmental funds are offset by a fund balance reserve which indicates that they do not
constitute "available expendable resources” even though they are a component of net current assets.

d. Gapital Assets
Capital assets, which include land, buildings and improvements, and equipment, are reported in the
government-wide financial statements. Capital assets are defined as assets with an initial, individual

cost of $5,000 or more and an estimated useful life in excess of two years.

Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assels are recorded at estimated fair market value at the date of
donation.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially
extend the assels lives are not capitalized.

Capital assets are being depreciated using the straight-line method over the following eslimated useful lives:

Estimated

Asset Class Useful Lives
infrastructure 30
Buildings 50
Building Improvements 20
Vehicles 2-15
Office Equipment 3-15
Computer Equipment 3-15

. Receivable and Payable Balances

Receivables as of September 30, 2014 for the general fund and non-major funds including the
applicable allowances for uncollectible accounts, are as follows:

General & Total Internal Total
Other Major Mon-major  Governmental Service Governmental
Funds Funds Funds Fund Activities
Receivables:
Taxes $ 891,239 $ - $ 891,239 $ - $ 891,239
Accounts 376,935 146,722 523,657 72 523,729
Intergovernmerital 372,815 1,873,411 2,246,226 -- 2,246,226
Gross Receivables 1,640,989 2,020,133 3,661,122 72 3,661,194
Less: alfowance for
uncollectible taxes (204,984) - {204,984) - {204,984)

Net total receivables  § 1,436,005 $ 2,020,133 § 3,432,203 % 72 % 3,456,210

Governmental funds report deferred revenue In connection with receivables 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, bul not yet earned.
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The County believes that sufficient detail of receivable and payable balances is provided in the
financial statements to avoid the obscuring of significant components by aggregration. Therefore, no
disclosure is provided which disaggregates those balances.

There are no significant receivables which are not scheduled for collection within one year of year end.
f. Compensated Absences

Accumiuated vacation and comp lime is accrued when incurred and reported in the government-wide
statements. A fiability for these amounts is reported in governmental funds only if they have matured, for
example, as a result of employee resignations and retirements.

g. Interfund Activity

Interfund aclivily results from loans, services provided, reimbursements or transfers between funds. Loans
are reported as interfund receivables and payables as appropriate and are subject to elimination upon
consolidation. Services provided, deemed to be at market or near market rates, are treated as revenues
and expenditures or expenses. Reimbursements occur when one fund incurs a cost, charges the
appropriate benefiting fund and reduces ils related cost as a reimbursement. All other interfund
transactions are freated as translers. Transfers In and Transfers Out are netted and presented as a single
"Transfers” line on the government-wide statement of aclivities. Similarly, interfund recsivables and
payables are nelled and presented as a single "Internal Balances™ line of the government-wide net
assels.

See Nole E for interfund balances and activity.
h. Use of Estimates

The preparation of financial statements in conformity with GAAP requires the use of management's estimales.
i Fund Equity

Fund balances of the governmental funds are classified as follows:

Nonspendable Fund Batance - represents amounts that cannot be spent because they are either not in
spendable form (such as inventory or prepaid insurance) or legally required to remain intact (such as
notes receivable or principal of a permanent fund).

Restricted Fund Balance - represents amounts for Road & Bridge improvements and State & Federal
grants.

Committed Fund Balance - represents amounts that can only be used for a specific purpose pursuant
to constraints imposed by County ordinance or resolution no laler than the close of the fiscal year.
Committed amounts cannot be used for any other purpose unless the Board of Commissioners
removes those constraints by taking the same type of formal action. Committed fund balance amounts
may bhe used for other purposes with appropriate due process by the Board of Commissioners.
Committed fund bafance amounts differ from restricted balances in that the constraints on their use do
not come from outside parties, constitutional provisions, or enabling legislation. County ordinance and

resolution are equally difficult to remove the constraint on fund balance. The committed fund balance

represent amounts for Debt Service, Asset Forfeitures, Golf Course Fund, and CSCD Personal Bond Unit.,
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Assigned Fund Balance - represents amounts which the County intends to use for a specific purpose,
but that do not meet the criteria to be classified as restricted or committed. Intent may be stipulated by
the Commissioners Court authorizes the Count Auditor to assign fund batance. Specilic
amounts that are not restricted or committed in a special revenue, capilal projects, debt service or
permanent fund are assigned for purposes in accordance with the nature of their fund type or the
fund's primary purpose. Assignments within the general fund conveys that the intended use of those
amounts is for a specific purpose that is narrower than the general purposes of the County itself. When
the Commissioners Court elects to assign a fund balance, they instruct the County Auditor
to do so based on the specific purpose braught to their attention. These amounts represent purchases on

order and subsequent year's budget appropriation of fund balance.

Unassigned Fund Balance - represents amounts which are unconstrained in that they may be spent for
any purpose. Only the general fund reports a positive unassigned fund balance. Other governmental
funds might report a negative balance in this classification because of overspending for specific
purposes for which amounts had been restricted, committed or assigned.

When an expenditure is incurred for a purpose for which both restricted and unrestiicted fund balance is
available, the County considers restricted funds to have been spent first. When an expenditure is incurred
for which committed, assigned, or unassigned fund balances are available, the County considers amounts
to have been spent first out of commifted funds, then assigned funds, and finally unassigned
funds

j- Cerlain reclassifications have been made 1o prior year amounts in order to conform to current year
presentation.

B. Implementation of New Standards

The County has adopted all current GASB pronouncements thal are applicable to its operations and activities. In
particular, the County adopted GASB Statement No. 54, "Fund Balance Reporting and Governmental Fund Type
Definitions," as of October 1, 2010, Statement No. 54 required the Couny to restate its fund balance in its fund-level
financial statements based on a new hierarchy. (See Footnote A.4.i) The accounting principles governing the
reported amounts, financial presentations, and disclosures are subjecl to change from time to time based on new
pronouncements and/ or rules issued by various standards-seiling bodies. The GASB has issued the following new
statements that are potentially applicable to the County.

- Statement No. 65, ltems Previously Reported as Assets and Liabilities
- Statement No. 66, Technical Corrections - 2012; an amendment of GASB Staterments No. 10 and No. 62
- Statement No. 68, Accounting and Financial Reporting for Pensions; an amendment of GASB Statement No. 27

- Statement No. 82, Codiiication of Accounting and Financlal Reporting Guidelines Contained in
Pre-November 20, 1989 FASB and AICPA Pronouncements

- Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of
Resources, and Net Position

- Statement No. 64, Deiivative Instruments; Application of Hedge Accounting Termination Provisions
- an amendment of GASB Statement No. 53.

GASB 83 - Financial Reporting of Deferred Qutftows of Resources, Deferred Inflows of Resources, and Net Position
provides financial reporling guidance for deferred outflows of resources and deferred inflows of resources. Deferred
outflows of resources are the consumption of net assels by the government that is applicable to a future reporting
period and deferred inflows of resources are the acquisition of net assels by the government that is applicable to a
fulure reporting period. Deferred outilows of rescurces and deferred inflows of resources are incorportated into the
definitions of the required components of the residual measure and that measure is renamed as net position, rather
than net assets.
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New pronouncements not yet in effect as of Sepetember 30, 2014, are not expected to have any significant impact
on the County's financial position, results of operations, or cash flows. The County is currently studying these new
pronouncements and will adopt them, as applicable, for the fiscal year ending September 30, 2014.

o Comol ¥ il

1.

Deficit Fund Batance or Fund Net Assets of Individual Funds

Following are funds having deficit fund balances or fund net assets at year end:

Deficit
Eund Name Amount
Juvenile Probation Fund $ (12,044}
Courthouse Security (19,785)
Human Services (54,440)
Park Grant (CIAP) {28,182)

Excess of expenditures over appropriations

The following is a list of the excess of expenditures over appropriations, at the legal control by an individual fund:

Amount
Fund Department/Expendilure of Excess
Kleberg County 911 Addressing Commissioners Court/Other Services and Charges $ 38,815
Kleberg Juvenile &
Community Supervision Public Safety/Supplies 10,999

Juvenile Probation Fund Public Safety/Supplies 9,605
Juvenile Probation Fund Public Safety/Other Services and Charges 17,481
CSCD Personal Bond Fund Pubiic Safety/Other Services and Gharges 2,244
Community Supervision Public Safety/Personal Services 31,169
H/S Agriculture Grant Health & Welfare/Supplies 7,366
2013 Operation Stone Garden Public Safety/Capital Outlay 38,850
2013 Operation Stone Garden Public Safety 1,670
Airport Ramp Grant Airport Pct 2/Capital Outlay 5,978
Human Services Fund (58) Health & Welfare/Gapital Outlay 217,069
Budgelary Data

The following procedures are followed In establishing the budgetary data reflecled in the basic financial
statements:

The commissioners court may levy taxes only in accordance with the budget. After final approval of the budget,
the commissioner's court may spend county funds only in strict compliance with the budget, except in an
emergency. The commissioners court may authorize anh emergency expendilure as an amendiment 10 the
original budget only in case of grave public necessity to meet an unusual and unforeseen condition that could
not have been included in the original budget through the use of reasonable diligent thought and altention. I
the court amends the original budgel to meel an emergency, the court must file a copy of its order amending
the budget with the county clerk and the county clerk shall attach the copy (o the original budget. Only the
commissioner's court may amend the budget and shift funds from one budget account to another.
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The original budget is adopted by the commissioner's court and filed with the county clerk. Amendments are made
during the year and approved by the commissioner's court. The budget should not be exceeded in any expenditure
category under state law. The budget was amended to reflect as close as possible revenues and expenditures for
the twelve month period. Certain categories exceeded the budget estimates. These variances were due 1o the
fluctuations in revenues and expenditures as opposed to the proraled budget eslimates.

The county judge is by statute, the budget officer of the county. He usually requests and relies on the asgsistance
of the county auditor to prepare the annual budget. After being furnished budget guidelines by the commissioners
coun, the county judge, with the help of the county auditor, he prepares an estimate of revenues and a compilation
of requosted departmental expenditures and submits this data lo commissioner's court.

The commissioners court invites various department heads lo appear for a hearing concerning the department's
budget request. Before determining the final budget, commissioners court may increase or decrease the
amounts requested by the various departments. Amounts finally budgeted may not exceed the estimate of
revenues and available resources. Also, amendments can be made within the above guidelines.

When the budget has been adopted by the commissioner's court, the county auditor is responsible for monitoring the
expenditures of the various departments of the county lo prevent expenditures from exceeding budgeted
appropriations and for keeping the members of the commissioner's court advised of the condition of the various
funds and accourts. Appropriations lapse at year-end.

Budgets for the general fund and budgeted special revenue, debt service and budgeted capilal projects funds
are prepared and adopted In accordance with generally accepted accounting principles (GAAP).

The following funds had adopted budgets for the fiscal year ended September 30, 2014:

General Fund CSCD Personal Bond Fund
Kleberg County 911 Addressing Community Supervision Fund

Indigent Care Fund

Road and Bridge Fund

Records Management Fund
D.A's Forfeiture Fund

County Attorney Hot Gheck Fund

Human Services 1/1-12/31 Fund (52)
Human Services 10/1-9/30 Fund (59)

Park Grant (CIAP) Fund

Debt Service Fund

Sheriff Chapter 58 Forleiture
Parks Donation

Constable #3 Forfeiture Fund
Houston HIDTA Grant
Gourthouse Security

JP's Tech Fund

County Attorney Pretrial Diversion
County Clerks

DRS-210087

SHSP/LEAP Grant

Goil Course Fund

Title IV-E Fund

Constable Pct 4 Forfeiture Fund

Human Services Fund (58)

H/S Agriculture Grant

Juvenile Probation Fund

Kleberg Juvenile & Community
Supervision Fund

H.AV.A. Grant

Airport Ramp Grant

Human Services Neighbor to Neighbor

District Clerk Records Mgmt and Preservalion

Operation Stonegarden Grant

Storage and Contraband Fees

HotelMotel Occupancy Tax Fund

100th Gelebralion Fund

The level of conlro! is the fund. By state law, expenditures can exceed appropriations as long as the amounts do
not exceed the available revenues and cash balances. Since revenues and expenditures are carefully
monitored, it is believed that with GAAP basis, the county will be in compliance with state law.
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The legal level of budgetary control {the level on which expendilures may not exceed appropriations) is on an
object class basis. If total expenditures exceed appropriations and are in excess of revenues and available cash
then transfers of appropriated amounts must be made and approval must be obtained from the commissioner's
court. Management m