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P. 0. Box 163
Cameron L. Gulley Eastland, Texas 76448
CERTIFIED PUBLIC ACCOUNTANT (325)669-9795

cgulley@txol.net

Independent Audifor’s Report

UNMODIFIED OPINION ON BASIC FINANCIAL STATEMENTS
ACCOMPANIED BY REQUIRED SUPPLEMENTARY INFORMATION
AND OTHER INFORMATION

County Commission
County of Stephens, Texas
200 W. Walker
Breckenridge, Texas 76424

Report on the Financial Statements

| have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information for County of Stephens, Texas (the “County”) as of and for the year ended
December 31, 2020, and the related notes to the financial statements, which collectively comprise the
County’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my audit. | conducted
my audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States. Those standards require that | 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 misstaterment of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internat control refevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity's internal control. Accordingly, | express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements. | believe that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my audit opinions.

Opinions

In my opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
County of Stephens, Texas as of December 31, 2020, and the respective changes in financial position
and, where applicable, cash fiows thereof for the year then ended in accordance with account principles
generally accepted in the United States of America.
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Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis, the Budgetary Comparison Schedule for the General Fund and Road and
Bridge Fund, Schedule of Changes in Net Pension Liability and Related Ratios and Schedule of
Contributions as listed in the table of contents be presented to supplement the basic financial
statements. Such information, aithough 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, econamic, or historical context. |
have applied certain limited procedure 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 fo my inquiries, the basic financial statements, and other
knowledge | obtained during my audit of the basic financial statements. | do not express an opinion or
provide any assurance on the information because the limited procedures do not provide me with
sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Audifing Standards, | have also issued my report dated December 27,
2021, on my consideration of the County's internal control over financial repeorting and on my 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 my 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 the County’s internal
control over financial reporting and compliance.

Cameron L. Guiley
Certified Public Accountant
Eastland, Texas

December 27, 2021



Stephens County, Texas
200 W. Walker
Breckenridge, Texas 76424

MANAGEMENT’S DISCUSSION AND ANALYSIS

In this section of the Annual Financial and Compliance Repori, we, the managers of County of Stephens, Texas,
discuss and analyze the County’s financial performance for the fiscal year ended December 31, 2020. Please read it
in conjunction with the independent auditor's report on page 1 and the County’s Basic Financial Statements which
begin on page 10.

USING THES ANNUAL REPORT

This annual report consists of a series of financial statements. The government-wide financial statements include the
Statement of Net Position and the Staternent of Activities {on pages 10 - 11). These provide information about the
activities of the County as a whole and present a longer-term view of the County’s property and debt obligations and
other financial matters. They reflect the flow of total economic resources in a manner similar to the financial reports of
a business enterprise.

Fund financial statements (starting on page 12) report the County's operations in more detail than the government-
wide statements by providing information about the County’s most significant funds. For governmental activities,
these statements telt how services were financed in the short term as well as what resources remain for future
spending. They reflect the flow of current financial resources and supply the basis for tax levies and the
appropriations budget. For proprietary activities, fund financial statements tell how goods or services of the County
were sold to external customers and how the sales revenues covered the expenses of the goods or services.

The notes to the financial statements (starting on page 16) provide narrative explanations or additional data needed
for full disclosure in the government-wide statements or the fund financial statements.

Reporting the County as a Whole
The Statement of Net Pasition and the Statement of Activities

The analysis of the County's overall financial condition and operations begins on page 4. Its primary purpose is to
show whether the County is better off or worse off as a result of the year's activities. The Statement of Net Position
includes all the County's assets and liabilities at the end of the year while the Statement of Activities includes all the
revenues and expenses generated by the County’s operations during the year. These apply the accrual basis of
accounting which is the basis used by private sector companies.

All of the current year's revenues and expenses are taken into account regardless of when cash is received or paid.
The County's revenues are divided into those provided by outside parties who share the costs of some programs,
such as revenue sharing programs from cther governments received and fees charged for utility services (program
revenues), and revenues provided by the taxpayers or by the State of Texas (general revenues). All the County’s
assets are reported whether they serve the current year or future years. Liabilities are considered regardless of
whether they must be paid in the current or future years.

Phone: 264-559-2190



These two statements report the County’s net position and changes in them. The County’s net position (the
difference between assets and liabilities) provide one measure of the County's financial health, or financial position.
Over time, increases or decreases in the County's net position are one indicator of whether its financial health is
improving or deferiorating. To fully assess the overall health of the County, however, you should consider
nonfinancial factors as well, such as changes in the County's property tax base and the candition of the County's
facilities.

In the Statement of Net Position and the Statement of Activities, the County has one activity:

Governmental activities - Most of the County's basic services are reported here, including public safety,
maintenance of County roads, community services, and general administration. Property taxes, fines and other
fees, and state and federal grants finance most of these services.

Reporting the County's Most Significant Funds
Fund Financial Statements

The fund financial statements begin on page 12 and provide detailed information about the most significant funds -
not the County as a whole. Laws and contracts require the County to establish some funds, such as a debt service
fund used to provide sources of revenues to service the County's general obligation bonds. The County's
administration establishes many other funds to help it control and manage money for particular purposes. The
County's one kind of fund - governmental - uses the following accounting approach.

Governmental funds - Most of the County’s basic services are reporied in governmental funds. These use the
medified accrual accounting {a method that measures the receipt and disbursement of cash and ali other financial
assets that can be readily converted to cash} and report balances that are available for future spending. The
governmental fund statements provide a detailed short-term view of the County's general operations and the basic
services it provides. We describe the differences between governmental activities (reported in the Statement of Net
Position and the Statement of Activities) and governmental funds in reconciliation schedules following each of the
fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Total net position of the County's governmental activities decreased from $13,944,610 to $13,753,507. Current and
other assets increased by approximately $522,000 {consisting primarily ¢f changes in net pension assets offset by
decreases in cash). Capital assets decreased by approximately $615,000 due to depreciation expense in excess of
asset additions for the year. Long-term liabilities decreased by $859,000 due to principal retirement on long-term debt.
Other liabilities decreased by $29,000 due to reductions in ending accounts payable. Decreases in deferred resource
outilows totaling $783,000 and increases in deferred resource inflows totaling $203,000 were deferred costs related to
pension benefit assets.



Table |

County of Stephens, Texas

Net Position
Governmental Governmental Variance
Activities Activities Increase/
2020 2019 (Decrease)
Current and other assets L 6,302,139 | $§ 5870545 | $ 521,594
Capital assets 10,965,935 11,581,126 (615,191)
Deferred resource outflows 382,310 1,165,585 (783,275)
Total assets and deferred resource outflows 17,740,384 18,617,256 {876,872)
Long-term liabilities 3,032,185 3,891,560 (859,375)
Other liabilities 260,280 289,612 (29,322)
Deferred resource inflows 694,402 491,474 202,928
Total liabilities and deferred resource inflows 3,986,877 4,672,646 (685,769)
Net position:
Net investment in capital assets 7,872,140 7,716,088 256,052
Resiricted for debt service 659,636 603,817 55,819
Unrestricted 5,121,731 5,624,705 (502,974)
Total net position $ 13,753,507 | $ 13944610 (5 (191,103}




Table il

County of Stephens, Texas
Changes in Net Position

Governmental | Governmental Variance
Activities Activities Favorable/
2020 2019 (Unfavorable)
Revenues:
Program Revenues:
Charges for services $ 863611 | $ 911,854 | § {48,243)
Operating grants and contributions 610,086 139,194 470,892
General Revenues:
Property taxes 4,289,731 4,585,010 (295,279)
Other taxes 13,556 15,735 (2,179}
Miscelianeous income 198,004 162,880 35,124
Investment earnings 120,165 84,635 35,530
Total Revenues 6,095,153 5,899,308 195,845
Expenses:
Judicial 588,371 503,196 (86,175)
Public transportation 1,753,267 1,753,933 666
General government 1,519,500 1,640,207 120,707
Public facilities 268,230 267,239 {991)
Health and welfare 75,632 74,336 (1,196)
Public safety 1,948,161 1,933,461 (14,700}
Recreation and culture 45,854 23,520 (22,334}
Debt service 86,341 130,406 44,085
Total Expenses 6,286,256 6,326,298 40,042
Increase in Net Position (191,103} (426,990) 235,887
Net Position - beginning of year 13,844,610 14,371,600 {426,990)
Net Position - end of year $ 13753507 | $ 139244810 | $  (191,103)




Total revenues of the County were higher by $196,000 from the previous year. Operating grants and contributions
were higher due to state and federal CERZ, CARES, Coronavirus Relief, state airport and election grant funds
received for the year. Maintenance and operations taxes were lower by $295,000 due to reductions in property
valuations from the previous year. Charges for services were lower by $48,000 due mainly to fees of offices. Other
revenues were fairly consistent with last year.

Total expenses for the year were $40,000 less than last year. Judicial expenses increased $86,000 due to court-
appointed attorney fees. General government expenses decreased by $121,000 due to reduced juvenile probation
expenses and general liability insurance. Debt service expenses were lower by $44,000 due to prior year financing
costs. Other functional categories were consistent with [ast year.

THE COUNTY’S FUNDS

As the County completed the year, its governmental funds (as presented in the balance sheet on page 12) reported a
combined fund balance of $2,485,102, a decrease of $41,153 in the County’s governmental funds from [ast year's
fund balance of $2,536,255. This differs from the decrease in net position reported above primarily due to capital
asset and related debt activity expended at the fund level but capitalized at the government-wide level of reporting.
Specific differences are disclosed on the exhibits on pages 13 and 15.

The County’s General Fund balance of $1,013,839 reported on pages 12 and 14 differs from the projected budgetary
fund balance of $309,128 on page 30 due to a revenues being higher than budgeted.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets
At the end of fiscal year 2020, the County had $40,405,895 invested in a broad range of capital assets including

infrastructure, county government facilities and road and maintenance equipment. This amount represents an
increase of $367,208 from last fiscal year (net of asset dispositions). This year's major additions included:

Building improvernents $ 93,996
Airport improvements 138,710
Rodeo ground improvements 35,000
2020 Ford F450 vehicles (2) 94,502
2013 Ford Escape vehicle 5,000
Total $ 367,208

Debt

At December 31, 2020, the County had four outstanding debt obligations in the forms of certificates of obligation, a
tax note payable and capital iease liability. Payments on the outstanding obligations will final maturity in 2026. The
County issued $500,000 in new debt and retired $755,592 in principal on the obligations for an ending balance of
$3,807,034. Future annual payments will approximate $900,000 until 2023 and then approximately $138,000 from
2024 until fully retired in 2026. A summary of outstanding debt balances is as follows:

2020 2019
Certificates of obligation $ 2499000 |% 3252000
Tax maintenance note 450,000 500,000
Capital lease liability 26,005 55,034
Total $ 2975005 |% 3,807,034




ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The County’s financial health is expected to stabilize during the 2021 fiscal year with further budgetary cuts as
revenue has continued to decline. Budgeted revenues of the general and road & bridge funds for next fiscal year are
approximately $5.51 million. Budgeted expenditures of those funds are approximately $5.64 million. The adopted
budget deficit of $129,000 should result in an ending combined fund balance for the general and road and bridge
funds of approximately $1.6 millicn at December 31, 2021.

CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors a general
overview of the County’s finances and to show the County’s accountability for the money it receives. If you have any
questions about this report or need additional financial information, contact the County Treasurer’s office at: County of
Stephens, Texas, 200 W. Walker, Breckenridge, Texas 76424,
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COUNTY OF STEPHENS, TEXAS
STATEMENT OF NET POSITION

DECEMBER 31, 2020

ASSETS

Cash and cash equivalents
Property taxes receivable
Allowance for uncollectible taxes
Accounts receivable
Capital assets:

Land

Infrastructure, net

Buildings and improvements, net

Furniture and equipment, net
Net pension asset

Total assets

DEFERRED RESOURCE OUTFLOWS
Deferred resource outflow related to retirement
Deferred resource outflow related to refunded bond costs
Total deferred resource outflows

LIABILITIES
Accounts payable
Accrued interest payable
Noncurrent liabilities:
Due within one year
Due in more than one year
Total liabilities

DEFERRED RESOURCE INFLOWS
Deferred resource inflow related to retirement
Total deferred resource inflows

NET POSITION
Net investment in capital assets
Restricted for debt service
Unrestricted net position
Total net position

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

Governmental

Activities

1,777,427
2,840,581

(284,646)
947,421

38,317
3,691,631
6,796,049

439,938
1,111,356

17,358,074

339,381
42,928

382,310

229,746
30,544

850,005
2,182,180

3,292,475

694,402

694,402

7,972,140
659,636
5,121,731

$

13,753,507




COUNTY OF STEPHENS, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2020

Net (Expense)
Revenue and
Changes in
Program Revenues Net Position
Operating Primary Gov.
Charges for Grants and Governmental
Expenses Services Contributions Activities
PRIMARY GOVERNMENT:
Governmental activities:
Judicial $ 589,371 $ 858 $ 121,627 $ {(466,886)
Public transportation 1,753,267 491,589 273,576 (988,102)
General government 1,519,500 192,248 25,200 {1,302,052)
Public facilities 268,230 - B (268,230)
Health and welfare 75,532 - - {75,532)
Public safety 1,948,161 178,916 189,683 (1,579,562)
Recreation and culiure 45,854 - - (45,854)
Debt service 86,341 - - {86,341)
TOTAL PRIMARY GOVERNMENT 3 6,286,256 3 863,611 $ 610,086 (4,812,559)
General revenues:
Taxes:
Property taxes, levied for general purposes 4,289,731
Other taxes 13,556
Investment and royalty earnings 120,165
Miscellaneous 198,004
Total general revenues 4621,456
Change in net position (191,103)
Net position - beginning of year 13,944 610
Net positicn - ending $ 13,753,507

The notes to the financial statements are an integral part of this statement.
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COUNTY OF STEPHENS, TEXAS
BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 2020

Road & Capital Total
General Bridge Projects Other Govemmental
Fund Fund Fund Funds Funds
ASSETS
Cash and cash equivalents ] 320,918 662,496 25,050 759,962 3 1,777,427
Property taxes 2,840,581 - - - 2,840,581
Allowance for uncoltectible taxes (credit) (284,846} - - - {284,646)
Accounts receivable 859,525 79,202 - 8,694 947 421
Total Assets $ 3,745,379 741,698 25,050 768,656 $ 5,280,783
LIABILITIES
Accounis payable $ 175,605 37,523 - 16,618 § 229,746
Total Liabilities 175,605 37,523 - 16,618 220,748
DEFERRED INFLOW OF RESQURCES
Unavailable revenue - property taxes 2,555,935 - - - 2,555,935
Total Deferred Inflow of Resowrces 2,555,935 - - - 2,655,935
FUND BALANCES
Restricted for:
Retirement of long-term debt 650,636 - - - 659,636
Committed for:
Capitat improvements - . 25,050 - 25,050
Other purposes - - - 752,038 752,038
Unassigned 364,203 704,175 - - 1,068,378
Total Fund Balances 1,013,839 704,175 25,050 752,038 2,495,102
Total Liabilities, Deferred Inflows & Fund Balances $ 3,745,379 741,698 25,050 768656 & 5,280,783

The notes ta the financial statements are an integral part of this statement.
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COUNTY OF STEPHENS, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE
STATEMENT OF NET POSITION
DECEMBER 31, 2020

Total fund balances - governmental funds $ 2,495,102

1 Capital assets used in governmental activities are not financial resources and 7,716,088
therefore are not reported in governmental funds. At the beginning of the year, the
cost of these assets was $40,038,687 and the accumulated depreciation was
$28,457,561. In addition, long-term liabilities, including bonds payable, are not due
and payable in the current period, and, therefore are not reporied as liabilities in the
funds. The net effect of including the beginning balances for capital assets {net of
depreciation) and long-term debt in the governmental activities is to increase
{decrease) net position.

2 Prior year property tax levies which are considered coliectible are recognized as 3,081,725
revenue in the accounting period in which levied. However, they are reported as a
deferred resource in the fund level financial statements until received. Additionally,
billed but uncollected receivables related to fines and fees are not recognizable
as revenue until received in the fund level financial statements. The net effect of
including the beginning balances for deferred revenues related to delinquent taxes
receivable and fines and fees receivable in the governmental activities is to increase
net position.

3 Current year capital cutlays and long-term debt principal payments are expenditures 1,199,237
in the fund financial statements, but they should be shown as increases in capital
assets and reductions in long-term debt in the government-wide financial statements.
The net effect of including the capital outlays and debt principal payments is to
increase (decrease) net position.

4 Included in the noncurrent assets is the recognition of the County’s net pension 756,335
asset required by GASB 68 in the amount of $1,111,356, a deferred resource inflow
in the amount of $694,402 and a deferred resource outflow in the amount of
$339,381. This resulted in an increase in net position.

5 Depreciation expense increases accumulated depreciation. The net effect of (982,399)
the current year's depreciation is to decrease net position.

6 Various other reclassifications and efiminations are necessary to convert from the (512,581)
modified accrual basis of accounting to accrual basis of accounting. These include
recognizing deferred revenue as revenue, eliminating interfund transactions, and
recognizing the liabilities associated with maturing long-term debt and interest. The
net effect of these reclassifications and recognitions is to increase (decrease) net
position.

Net position of governmenta!l activities $ 13,753,507

The notes to the financial statements are an integral part of this statement.
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COUNTY OF STEPHENS, TEXAS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2020

Road & Capital Total
General Bridge Projects Other Govemmental
Fund Fund Fund Funds Funds
REVENUES:
Property taxes $ 4,316,366 $ 499,155 $ - % - 8 4,815,521
Licenses and fees 281,605 428,402 - 153,604 863,611
Other taxes 13,556 - - - 13,556
State and federal grants and confracts 475,684 133,717 - 685 610,086
Investment eamings 20,794 - - 12 20,808
Royalties 99,359 - - - 99,359
Miscellaneous revenues 161,980 35,507 - 507 188,004
Total revenues 5,369,354 1,096,781 - 154,808 6,620,943
EXPENDITURES:
Judicial 592,550 - - 4,989 587,635
Public transportation 234,739 1,029,281 - - 1,264,020
General government 1,561,922 - - 1,934 1,563,856
Public facilities 291,150 - 120,073 - 411,223
Health and welfare 75,532 - - - 75,532
Public safety 1,698,254 - - 74,199 1,772,483
Recreation and culture 45,854 - - - 45,854
Debt service 872,603 - 58,876 - 931,579
Total expenditures 5,372,644 1,029,281 179,049 81,122 6,662,096
Excess (deficiency) of revenues over (under) (3,280) 67,500 {179,049} 73,686 (41,153)
expenditures
OTHER FINANCING SOURCES (USES):
Transfers in {out) {53,688) - 53,688 - -
Totat other financing sources (uses} (53,688) - 53,688 - -
Net change in fund balances (56,978) 67,500 (125,361} 73,686 {41,153)
Fund balance - beginning 1,070,817 636,875 150,411 678,352 2,536,255
Fund balance - ending $ 1,013,839 $ 704,175 $ 25,050 $ 752,038 3 2,495,102

The notes to the financial statements are an integral part of this statement.
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COUNTY OF STEPHENS, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2020

Total net change in fund balances - governmental funds 5 {41,153)

1 Current year capital outlays and long-term debt principal payments are expenditures 1,199,237
in the fund financial statements, but they should be shown as increases in capital
assets and reductions in long-term debt in the government-wide financial statements.
The net effect of removing the capital outlays and debt principal paymenis is to
increase {decrease) net position.

2 Depreciation is not recognized as an expense in governmental funds since it does (982,399)
not require the use of current financial resources. The net effect of the current year's
depreciation is to decrease net position.

3 The implementation of GASB 68 required that certain expenditures be de-expended 145,793
and recorded as deferred resource outflows. These contributions made after the
measurement date of 12/31/19 caused the change in the ending net position to
increase in the amount of $256,012. Contributions made before the measurement
date but after the previous measurement date were reversed from deferred resource
outflows and recarded as a current year expense. This caused a decrease in the
change in net position totaling $250,307. The County's reported TCDRS net pension
expense had to be recorded. The net pension expense increased the change in net
position by $140,088. The result of these changes is to increase the change in net
position.

4 Various other reclassifications and eliminations are necessary to convert from the (512,581)
modified accrual basis of accounting to accrual basis of accounting. These include
recognizing unearned revenue as revenue, adjusting current year revenue to show the
revenue earned from the current year's tax levy, eliminating interfund transactions,
and recognizing the liabilities associated with maturing long-term debt and interest.
The net effect of these reclassifications and recognitions is to increase (decrease)
net position.

Change in net position of governmental activities 3 (191,103)

The notes to the financial statements are an integral part of this statement.
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COUNTY OF STEPHENS, TEXAS
NOTES TO THE FINANCIAL STATEMENTS
AT AND FOR THE YEAR ENDED DECEMBER 31, 2020

Summary of significant accounting policies

County of Stephens, Texas (the "County"} was incorporated in 1883, under provisions of the State of Texas. The
County is governed by a Commissioners’ Court consisting of a County Judge and four Commissioners. The
financial statements of the County are prepared in accordance with U.S. Generally Accepted Accounting
Principles ("GAAP"). The County's reporting entity applies all relevant Governmental Accounting Standards
Board ("GASB") pronouncements. Proprietary funds (if applicable) apply only those Financial Accounting
Standards Board (“FASB®) pronouncements and Accounting Principles Board ("APB"} opinions issued on ar
before November 30, 1988, unless those pronouncements conflict with or contradict GASB pronouncements, in
which case, GASB prevails.

A. Reporiing entity

The Gounty was created in accordance with, and continues to operate under, the statutes and regulations of
the State of Texas. The County operates under the direction of the Commissioners’ Court which is made up of
four elected commissioners, one from each precinct within the county, and the County Judge who presides
over the Court. The county departments are headed by elected officials who hire and maintain their staff
within the restraints of the official county budget.

For financial reporting purposes, management does not consider Stephens Memorial Hospital a component
unit of the County. The hospital is treated as a separate entity since it is audited as such.

B. Government-wide and fund financial statements

The Statement of Net Position and the Statement of Activities are government-wide financial statements.
They report information on all of the County nonfiduciary activities with most of the interfund activities
removed. Governmental activities include programs supported primarily by taxes, franchise fees, grants and
other intergovernmential revenues. Business-fype activities include operations that rely to a significant extent
on fees and charges for support.

The Statement of Activities demonstrates how other people or entities that participate in programs the County
operates have shared in the payment of the direct costs. The "charges for services" column includes
payments made by parties that purchase, use, or directly beneiit from goods or services provided by a given
function or segment of the County. Examples include fees charged for auto licenses, county clerk fees, fines,
etc. The "grants and contributions” column includes amounis paid by organizations outside the County to
help meet the operational or capital requirements of a given function. Examples include grants under the U.S.
Depariment of Agriculture Rural Development Program. If a revenue is not a program revenue, it is a general
revenue used to support all of the County's functions. Taxes are always general revenues.

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

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

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating

revenues and expenses result from providing services and producing and delivering goods in connection with
a proprietary fund's principal ongoing operations. Ail other revenues and expenses are nonoperating.
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C. Measurement focus, basis of accounting, and financial statement presentation

The government-wide financial staiements use the economic resources measurement focus and the accrual
basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of the related cash flows. Property taxes are recognized as revenues in the
year for which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

Governmental fund financial statements use the current financial resources measurement focus and the
modified accrual basis of accounting. With this measurement focus, only current assets, current liabilities and
fund balances are included on the balance sheet. Operating statements of these funds present net increases
and decreases in current assets (i.e., revenues and other financing sources and expenditures and other
financing uses).

The modified accrual basis of accounting recognizes revenues in the accounting period in which they become
both measurable and available, and it recognizes expenditures in the accounting period in which the fund
liability is incurred, if measurable, except for unmatured intersst and principal on long-term debt, which is
recognized when due. The expenditures related to certain compensated absences and claims and judgments
are recognized when the obligations are expected to be liquidated with expendable available financial
resources. The County considers all revenues available if they are collectible within 60 days after year end.

Revenues from local sources consist primarily of property taxes. Property tax revenues and revenues
received from the State are recognized under the susceptible-to-accrual concept. Miscellaneous revenues
are recorded as revenue when recsived in cash because they are generally not measurable until actually
raceived. Investment earnings are recorded as earned, since they are both measurable and available.

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

The Proprietary Fund Types and Fiduciary Funds are accounted for on a flow of economic resources
measurement focus and ulilize the accrual basis of accounting. This basis of accounting recognizes
revenues in the accounting period in which they are earned and become measurable and expenses in the
accounting period in which they are incurred and become measurable. The County applies all GASB
pronouncements as weli as the Financial Accounting Standards Board pronouncements issued on or before
November 30, 1989, unless these pronouncements conflict or contradict GASB pronouncements. With this
measurement focus, all assets and all labilities associated with the operation of these funds are included on
the fund Statement of Net Position. The fund equity is segregated into invested in capital assets net of
related debt, restricted net position, and unrestricted net position.

D. Fund accounting
The County reports the following major governmental funds:

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

2, Road & Bridge Special Revenue Fund - The Gounty’s activities for which revenues and
assessments relative fo vehicle licenses, permits and an allocated portion of property tax revenues for
the purposes of supporting and maintaining the County’s public transportation system are accounted
for in these special revenue funds.

3. Capital Projects Fund - The capital projects fund accounts for resources accumulated and payments
made for the acquisition and improvement of sites, construction and remodel of facilities and
procurement of equipment necessary for providing adequate services within the County.

The County reports the following nonmajor fiduciary funds:

4, Special Revenue Funds - The County's activifies for which revenues and assessments relative to

specific revenue sources and uses can be used to support those specific programs are accounted for
in these special revenue funds.
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E. Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pension, and pension expense, information about the Fiduciary Net Position of the Texas
County and District Retirement System (the *“TCDRS") and additions to/deductions from TCDRS’ Fiduciary
Net Position have been determined on the same basis as they are reported to TCDRS. For this purpose, plan
contributions are recognized in the period that compensation is reported for the employee, which is when
contributions are legally due. Benefit payments and refunds are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.

F. Other accounting policies

1.

For purposes of the statement of cash flows for proprietary and similar fund-types, the County
considers highly liquid investments to be cash equivalents if they have a maturity of three months or
less when purchased.

The County reperts inventories of supplies at weighted average cost including consumable
maintenance, instructional, office, athletic, and transportation items. Supplies are recorded as
expenditures when they are consumed.

In the government-wide financial statements, and proprietary fund types in the fund financial
statements, long-term debt and other long-term cbligations are reported as liabilities in the applicable
governmental activities, business-type activities, or proprietary fund type statement of net position.
Bond premiums and discounts are deferred and amortized over the: life of the bonds using the effective
interest method. Bonds payable are reported net of the applicable bond premium or discount. Bond
issuance costs are expensed in the period incurred..

In the fund financial statements, governmental fund types recognized bond premiums and discounts,
as well as bond Issuance costs, during the current period. The face amount of debt issued is reported
as other financing sources. Premiums received on debt issuances are reported as other financing
sources while discounts on debt issuances are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.

The County's policy does permits employees to accumulate unused vacation pay benefits. All vacation
pay is accrued when incurred in the government-wide, proprietary, and fiduciary fund financial
statements.

Capital assets, which include land, buildings, furniture and equipment and infrastructure assets are
reported in the applicable governmental or business-type activities columns in the government-wide
financial statements. Capital assets are defined by the County as assets with an initial, individual cost
of more than $5,000 and an estimated useful life in excess of two years. Such assets are recorded at
historical cost or estimated historical cost if purchased or consfructed, Donated capital assets are
recorded at estimated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed.

Buildings, furniture and equipment of the County are depreciated using the straight line method over
the following estimated useful lives:

Asset: Years
Buildings 10-40
Building Improvements  10-40
Infrasturucture 40
Vehicles 5
Equipment 10

Technology Equipment 5
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6. Governmental fund balances are classified into the following categcries:

Non-spendable fund balances include amounts that are net in spendable form (i.e. inventory or prepaid
items) or amounts that are required io be maintained intact legally or contractually (i.e. principal in an
endowment fund)

Restricted fund balances include amounts that can be spent only for the specific purposes stipulated
by constitution, external resource providers, or through enabling legislation.

Committed fund balances include amounts that can be used conly for the specific purposes determined
by a formal action of the government's highest level of decision-making authority.

Assigned fund balances are intended to be used by the government for specific purposes but do not
meet the criteria to be classified as restricted or committed. In governmental funds other than the
general fund, assigned fund balance represents the remaining amount that is not restricted or
committed.

Unassigned fund balance is the residual classification for the government’'s general fund and includes
all spendable amounis not contained in the other classifications. in other funds, the unassigned
classification should be used only to report a deficit balance resulting from overspending for specific
purposes for which amounts had been restricted, committed, or assigned. Governments are required to
disclose information about the processes through which constraints are imposed on amounts in the
committed and assigned classifications,

County policies concerning fund balances are as follows:

The County's Unassigned General Fund Balance will be maintained to provide the County with
sufficient working capital and a margin of safaty to address local and regional emergencies without
borrowing. The Unassigned General Fund Balance may only be appropriated by resolution of the
Beard of Trustees.

Fund Balance of the County may be committed for a specific source by formal action of the County
Commission. Amendmenits or modifications of the committed fund balance must also be approved by
formal action of the County Commission.

When it is appropriate for fund balance to be assigned, only the County Commission has the authority
to assign fund balance by formal action by the commissioners.

In circumstances where an expenditure is to be made for a purpose for which amounts are available in
multiple fund balance classifications, the order in which resources will be expended is as follows:
restricted fund balance, followed by committed fund balance, assigned fund balance, and lasily,
unassigned fund balance.

At December 31, 2020, the County’s general fund balances were committed or assigned as follows:

Committed for capital improvements $ 25,050.
Restricted for debt service $ 659,636.

7. When the County incurs an expense for which it may use either restricted or unrestricted assets, it
uses the restricted assets first unless unrestricted assets will have to be returned because they were
not used.

Il. Stewardship, compliance, and accountability
A. Budgetary data
The County Treasurer submits an annual budget to the Gounty Commission in accordance with the County
Charter. In September, the County Commission adopts annual fiscal year budgets for specified County

funds. Budgets for the general fund are adopted on a basis consistent with U.S. generally accepted
accounting principles. The budget is properly amended throughout the year.
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B. Excess of expenditures over appropriations by more than $2,500

Amount
Functional Category Over Budget Explanation
Judicial $ 37,364 | Over budget due to ending accounts payable.
General government $ 10,459 | Over budget due to ending accounts payable.
Public safety $ 74,360 | Over budget due to ending accounts payable.

C. Deficit fund equity
None.

Detailed notes on all funds

A. Deposits and investments
County Policies and Legal and Contractual Provisions Governing Deposits
Custodial Credit Risk for Deposits - State law requires governmental entities to contract with financial
instifutions in which funds will be deposited to secure those deposits with insurance or pledged securities with
a fair value equaling or exceeding the amount on deposit at the end of each business day. The pledged

securities must be in the name of the governmental entity and held by the entity or its agent. Since the County
complies with this law, it has no custodial credit risk for deposits.

Foreign Currency Risk - The County limits the risk that changes in exchange rates will adversely affect the fair
value of an investment or a deposit by not investing in any foreign currency.

County Policies and Legal and Contractual Provisions Governing Investments

The Public Funds Investment Act (Govemment Code Chapter 2256) contains specific provisions in the
areas of investment practices, management reports and establishment of appropriate policies. Among other
things, it requires the County to adopt, implement, and publicize an investment policy. Statutes authorize the
County to invest in (1) obligations of the U.S. Treasury, certain U.S. agencies, and the State of Texas, (2)
certificates of deposit, (3) certain municipal securities, (4) money market savings accounts, (5) repurchase
agreements, (6) bankers acceptances, (7) Mutual Funds, (8) Investment pools, {9} guaranteed investment
contracts, {10) and common trust funds. The Act also requires the County to have independent auditors
perfonm test procedures related to investment practices as provided by the Act. The County is in substantial
compliance with the requirements of the Act and with local policies.

As of December 31, 2020, the County had no investments..
B. Property taxes

The County's property tax is levied each October 1, on the assessed value listed as of the prior January 1, for
all real and certain personal property located in the County. The appraisal of properly within the County is the
responsibility of the Stephens County Appraisal District as required by legislation passed by the Texas
Legislature. The Appraisal District is required under such legislation to assess all property within the
Appraisal District on the basis of 100% of its appraised value and is prohibited from applying any assessment
ratios. The assessed value upon which the fiscal 2020 levy was based was approximately $532,528,736. The
value of property within the Appraisal District must be reviewed every five years, however, the County may, at
its own expense, require annual review of appraised values. The County may challenge appraised values
established by the Appraisal District through various appeals and, if necessary, fegal action.

General property taxes are limited by the Texas Constitution to $2.50 per $100 of assessed valuation. The
combined tax rate to finance general governmental service for the year ended December 31, 2020, was $0.80
per $100 of assessed valuation.

Property taxes attach as an enforceable lien on property as of January 1, following the levy date. Taxes are

due by January 31, following the levy date. Current tax collections for the year were 43.54% and total tax
collections were 111.08% of the tax levy.
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C. Delinguent taxes receivable
Delinquent taxes are prorated between maintenance and special revenue funds based on rates adopted for
the year of the levy. Aliowances for uncollectible taxes receivable within the General and Road and Bridge
Special Revenue Funds are based on historical experience in collecting property taxes, Uncollectible
personal property taxes are periodically written off, but the County is prohibited from writing off real property
taxes without specific statutory authority from the Texas Legislature.

D. Interfund balances and transfers
None.

E. Disaggaregation of receivables and payables

Receivables at December 31, 2020 were as follows:

Total
Accounts Taxes Receivables
Governmental Activities:
General Fund $ 8595625 $2,555935 $ 3,415460
Road and Bridge Fund 79,202 79,202
Special Revenue Funds 8,694 8,694
Total Governmental Activities 947 421 2 555 935 3,503,356

Payables at December 31, 2020 were as follows:

Accounts
Governmental Activities:
General Fund $ 175,605
Road & Bridge Fund 37,523
Special Revenue Funds 16,618

Total Governmental Activities $ 229746

F. Capital asset activity

Capital asset activity for the County for the year ended December 31, 2020, was as follows:

Balance Balance
12/31/2019 Additions Deletions 12/31/2020
Governmental activities:
Land $ 38,317 $ 38,317
Infrastructure - roads 25,822 876 173,710 25,996,586
Buildings and improvements 9,490,058 93,896 9,584,052
Fumiture and equipment 4,687,438 99,502 4,786,940
Totals 40,038,687 367,208 40,405,895
Less accum depreciation for:
Infrastructure - roads 21,685,740 619,215 22,304,955
Buildings and improvements 2,544,333 243,670 2,788,003
Furniture and equipment 4,227,488 119,514 4,347,002
Tota! accum depreciation 28,457,561 982,399 29,439,960
Governmental activilies capital assets, net $11.581,126 § (615191) $10,965,935
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Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental activities:

General government 3 33,100
Public safety 280,944
Public transportation 668,355
Total depreciation expense - governmental activities $ 982399

. Accumulated unpaid vacation and sick leave benefits

County employees are entitled to certain compensated absences based on their length of employment.
However, total accrued leave benefits were inconsequential in amount and were not recorded as a fiability.

. Texas County and District Retirement System

Plan Description. The District provides pension, disability, and death benefits for alf of its full-time
employees through a statewide, multiple-employer, public-employee refirement system through the Texas
County District Retirement System (the "TCDRS"). The system serves over 700 actively participating counties
and districts throughout Texas. Each employer has its own defined benefit plan that functions similarly to a
cash balance pian. The assets of the plans are pocled for investment purposes, but each employer's plan
assets may be used only for the payment of benefits to the members of that employer's plan. In accordance
with Texas law, it is intended that the pension plan be construed and administered in a manner that the
retirement system will be considered qualified under Section 401(a) of the Internal Revenue Code. All
employeas (except temporary staff) of a participating employer must be enrolled in the plan. The TCDRS
issues a comprehensive annual financial report {CAFR) on a calendar year basis. The CAFR is available
upen written request from the TCDRS Board of Trustees at P, O. Box 2034, Austin, Texas 78768-2034.

The plan provisions are adopted by the governing body of the District, within the options available in the
Texas state statutes governing TCDRS (TCDRS Act). Members can retire at ages 60 and above with 10 or
more years of service or with 30 years regardless of age, or when the sum of their age and years of service
equals 75 or more. A member is vested after 10 years but must leave his accumulated contributions in the
plan to receive any employer-financed benefit Members who withdraw their personal contributions in a lump-
sum are not entitled to any amounts contributed by their employer.

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

Contributions. A combination of three elements funds each employer's plan: employee deposits, employer
contributions and investment income.

- The deposit rate for employees is 4%, 5%, 6% or 7% of compensation, as adopted by the employer's
governing body.

« Participating employers are required, by law, to contribute at actuarially determined rates, which are
determined annually.

« Investment income funds a large part of the benefits employees eamn.

Employers have the option of paying mare than the required contribution rate each year. Extra contributions
can help employers "prefund” benefit increases, such as a cost-of-living adjustment to retirees, and they can
be used to help offset or mitigate future increases in the required rate due to negative plan experience. There
are two approaches for making extra contributions: (a) paying an elected contribution rate higher than the
required rate and (b) making an extra lump-sum contribution to the employer account.
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Contribution Rates
2019 2020
Employee 7.00% 7.00%
Employer 12.00% 12.00%
Fiscal year 2020 employer contributions $ 256,012
Fiscal year 2020 employee contributions $ 149,340

The District’s contributions to TCDRS for the year ended December 31, 2020 were equal to the required
contributions.

Actuarial Assumptions. TCDRS is a statewide, agent muitiple-employer, public-employee retirement
system. The system serves approximately 700 participating counties and districts throughout Texas. Each
employer mainfains its own customized plan of benefits. Plan provisions are adopted by the governing body of
each employer, within the options available in the TCDRS Act. Because of that, employers have the flexibility
and local control to select benefits and pay for those benefits based on their needs and budgets.

Each employer has a defined benefit plan that functions similarly to a cash batance plan. The assefs of the
plans are pooled for investment purposes, but each employer's plan assets may be used only for the payment
of benefits to the members of that employer's plan. In accordance with Texas law, it is intended that the
pension plan be construgd and administered in a manner that the retirement system will be considered
qualified under Section 401(a) of the Internal Revenue Code. All employees (except temporary staff) of a
participating employer must be enrolled in the plan.

A percentage of each employee’s paycheck is deposited into his or her TCDRS account. That percentage
{from 4% to 7%) is set by the employer.

The employee’s savings grow, by law, at a rate of 7%, compounded annually. The employer selects a
matching rate - at least “dollar for dollar,” up to $2.50 per $1.00 in the employee’s account. At retirement, the
employee’s account balance is combined with employer matching and converted into a lifetime monthly
benefit.

Employees receive a month of service time for each month that they make a deposit into their account. The
amount of service an employee needs to earn a future benefit is called the vesting requirement. When an
employee is vested, he or she has the right to a monthly benefit, which includes employer matching, at age 60
or older. Employers may choose 5-, 8- or 10-year vesting. In addition, employees may retire before age 60 if
they meet one of the following requirements, set by the employer:

= “Rule of " eligibility: Under these rules, a vested employee can retire if their age plus years of service
time add up to at least 75 or 80.

« 20-year or 30-year retirement at any age: This lets employees retire when they have at least 20 or 30
years of service time. Retirees elect to receive their lifetime benefit by choosing one of seven actuarially
equivalent payment options.

Employers may elect to provide other optional benefits. Prior service gives employees monetary credit for
time worked for an organization before it joined the system. Buybacks allow current employees to re-establish
a closed TCDRS account from previous service with an employer. Partial lump-sum payments at retirement
allow employees to withdraw part of their TCDRS account balance as a lump sum at retirement with a
reduced monthly benefit.

In addition, an employer may choose to adopt a cost-of-hving adjustment (COLA) for its retirees. This adjusts
retiree benefits to restore purchasing power lost due to the effects of inflation.

The total pension liability in the December 31, 2012 actuarial valuation was determingd using the following
actuarial assumptions:
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Actuarial Cost Method Entry age

Amortization Method Level percentage of payroll; closed
Remaining Amortization Period | 0.0 years

Asset Valuation Method 5-year smoothed market

Inflation 2.75%

Salary Increases

Varies by age and service. 4.9% average over career including inflation.

Investment Rate of Return

8.00%

Retirement Age Members who are eligible for service retirement are assumed to
commence receiving benefit payments based on age. The average age
at service retirement for recent retirees is 1.

Mortality 130% of the RP-2014 Healthy Annuitant Mortality Table for males and

110% of the RP-2014 Healthy Annuitant Mortality Table for females,
both projected with 110% of the MP-2014 Uliimate scale after 2014,

Changes in Assumptions

2015: New inflation, mortality and other assumptions were reflected.
2017: New mortality assumptions were reflected.

Changes in Plan Provisions

2017: New annuity purchase rates were reflected for benefits earned.

Discount Rate. The discount rate used to measure the total pension liability was 8.1%. There was no change
in the discount rafe since the previous year. The projection of cash flows used to determine the discount rate
assumed that contributions from plan members and those of the contributing employers are made at the
statutorily required rates. Based on those assumptions, the pension plan’'s fiduciary net position was projected
to be available to make all future benefit payments of current plan members. Therefore, the long-term
expected rate of return on pension plan investments was applied to ail periods of projected benefit payments
to determine the total pension liability,

The long-term rate of return on pension plan investments is 8.1%. The long-term expected rate of refurn is
determined by adding expected inflation to expected long-term real returns, and reflecting expected volatility
and correlation. The capital market assumptions and information shown below are provided by TCDRS'
investment consultant, Cliffwater LLC. The nurmbers shown below are based on January 2020 information for
a 10-year time horizon.

Note that the valuation assumption for long-term expected return is re-assessed at a minimum of every four
years, and is sef based on a 30-year time horizon; the most recent analysis was performed in 2017.

Target Geometric
Asset Ciass Allocation Real Rate of

Return
US Equities 11.50% 4.45%
International Equities - Developed 11.00% 4.55%
International Equities - Emerging 8.00% 5.55%
Global Equities 1.50% 4.85%
Hedge Funds 18.00% 4.10%
Strategic Credit 8.00% 4.12%
Distressed Debt 2.00% 6.30%
Direct l.ending 10.00% 8.06%
Private Equity 16.00% 7.55%
REIT Equities 2.00% 4.05%
Private Real Estate Partnerships 6.00% 6.25%
Master Limited Partnerships {(MLPs) 3.00% 6.00%
Investment-Grade Bonds 3.00% 0.75%
Tofal 100.00%
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Changes in the Net Pension Liability. At December 31, 2019, the District reported a net pension liability
f(asset) of ($1,111,356). The changes in net pension liability (asset) were as follows:

Increase (Decrease)
Total Pension | Plan Fiduciary Net Pension
Liability Net Position Liability/
{a) (D) {Asset)
(@)-b
Balance at 12/31/2018 $ 12,338437 | $ 12,337,999 | § 438
Changes for the year:
Service cost 251,174 251,174
Interest 979,988 979,988
Change in benefit terms
Difference between expectedfactual experience 51.843 51,843
Changes in assumptions
Coniributions - employer 250,913 {250,913}
Contributions - employee 146,366 (148,366)
Net investment income 2,026,759 {2,026,759)
Benefit payments, including refunds of employee contributions (1,001,490) (1,001,490) 0
Administrative expenses (10,464) 10,464
Other charges (18,774) 18,774
Net changes 281,515 1,393,309 (1,111,794)
Balance at 12/31/18 $ 12619952 | § 13731308 | $ (1.111.356) |

The net pension liability was measured as of December 31, 2019 and the total pension liability used to calcutate
the net pension liability was determined by an actuarial valuation as of that date and for the year then ended.

There were no changes of assumptions or other inputs that affected measurement of the total pension liability

during the measuremant period.

There were no changes of benefit terms that affected measurement of the total pension liability during the

measurement period.

Discount Rate Sensitivity Analysis. The following shows the net pension liability calculated using the discount
rate of 8.1%, as well as what the District's net pension liability would be if it were calculated using a discount
rate that is 1 percentage point fower (7.1%) or 1 percentage point higher (9.1%} than the current rate.

1% Decrease 1% Increase
in Discount Discount Rate in Discount
Rate (7.1%) (8.1%) Rate (9.1%)
Net pension liability / (asset} $ 168,998 | $(1,111,356) | $(2.214,618)

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to

Pensions.

For the year ended December 31, 2020, the District recognized pension expense of $110,824.
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1.

At December 31, 2020, the District reported deferred outflows of resources and defarred inflows of resources

related to pensions from the following sources:

Deferred Deferred
Quiflows of Inflows of
Resources Resources
Difference between expected and actual economic experience (net of
current year amortization) $ 41474 | $ 327,650
Changes in actuarial assumptions (net of current year amortization) 41,895
Differences between projected and actual investment earmnings {net of
current year amortization) 366,752
Contributions subsequent to the measurement date 256,012
Total $ 339381 | % 694402

$256,012 reported as deferred outflows of resources related to pension resulting from contributions subsequent
to the measurement date will be recognized as a reduction of the net pension liability for the year ending
December 31, 2020. Other amounts reported as deferred outflows and inflows of resources related to pension

will be recognized in pension expense as follows:

Year ended December 31, Amount
2021 $ (225,771)
2022 $ (240,083)
2023 $ 54,942
2024 $ (200,141)
2025 $ 0
Thereafter 3 0
Deferred inflows and outflows of resources
Deferred Deferred
Cutflows of Inflows of
Resources Resources
Deferred resources related to TCDRS per above $ 339,381 % 694,402
Deferred charge related to refunded bonds 42,929
Total 3 382310 % 694,402
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J. Long-term debt

During the year ended December 31, 2020, the County had four outstanding loans payable as follows:

Beginning Retired or Ending Current
lssue Batance Advanced Refunded Balance Portion

$410,000 Certificates of $ 222,000 $ 28000 $ 194,000 $ 29,000
Obligation, Series 2011

bearing interest at 4.0% due

incrementally on 06/01 and

12/01 of each year until

06/012026.

$5,780,000 Ceriificates of 3,030,000 725,000 2,305,000 745,000
Obligation, Series 2014

bearing interest variably from

2.0% to 3.0% due

incrementally on 02/15 and

08/15 of each year until

02/15/2023.

$500,000 Tax Note, Series 500,000 50,000 450,000 50,000
2013 bearing interest at 2.35%

due incrementaily on 02/15

and 08/15 of each year until

02/15/2026.

$114,007 capiial lease 55,034 29,029 26,005 26,005
agreement bearing interest at

3.25% due annually beginning

03/08/2019 until 03/08/2021.

Subiotal - long-term debt 3,807,034 832,029 2,975,005 850,005

Bond premium, Certificates of
Obligation, Series 2014 84,088 26,908 57,180 N/A

Total Long-Term Debt $ 3.891.122 $ 8580937 § 3032185 § 850.005

Future debt service requirements are as foliows:

Certificates of Obligation

Year ended Total
December 31, Principal Interest Requirements
2021 $ 824000 $ 75142 % 899,142
2022 850,000 50,063 900,063
2023 877,000 24,189 ©01,189
2024 128,000 9,276 137,276
2025 134,000 5,645 139,645
2026 136,000 1,885 137,895

Total $ 2949000 3§ 166210 % 3115210

Capital Lease Agreement

Future Annual Lease Paymenits: Amount

2021 $ 26,850
Less: incremental borrowing rate of interest {845)
Present Value of Future Lease Payments $ 26,005
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K. Non-current liabilities

Changes in non-current liabilities are as follows:

Beginning Ending

Batance Additions Deletions Balance
Long-term debt $ 3,807,034 $ 832028 $ 2975005
Bond premium 84,088 26,908 57,180
Total non-current liabilities $ 3,891,122 $ 858937 $ 3032185

L. Subseqguent event

Management has evaluated subsequent events through December 27, 2021; the date which the financial
statements were available for distribution. There were none noted.

M. Implementation of new GASB statements

None applicable for the current or succeeding year that should affect the County.
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COUNTY OF STEPHENS, TEXAS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2020

REVENUES:
Properly taxes
Licenses and fees
Other taxes
State and federal grants and confracts
Investment earnings
Royalties
Miscellaneous revenues
Total revenues

EXPENDITURES:
Judicial
Public transportation
General government
Public facilities
Health and welfare
Public safety
Recreation and culture
Debt service

Total expenditures

Excess (deficiency) of revenues over (Under) expenditures

OTHER FINANCING SQURCES (USES):
Transfers in (out)
Total other financing sources {uses}

Net change in fund balances
Fund balance - beginning
Fund balance - ending

Variance With
Budgeted Amounts Actual Final Budget
Amounts Positive or
Criginal Final (GAAP Basis) (Negative)
3,799,725  § 3,799,725 $ 4,316,366 $ 516,641
298,479 208,479 281,605 {16,874)
13,700 13,700 13,556 {144)
162,200 162,200 475,684 313,484
20,865 20,865 20,794 {71)
75,008 75,008 98,359 24,351
175,529 175,529 161,980 (13,539)
4,545,506 4,545,506 5,369,354 823,848
555,186 555,186 592,550 (37,364}
264,796 264,796 234,739 30,057
1,551,463 1,551,463 1,561,922 {10,459}
295,698 205,698 291,150 4548
79,639 79,639 75,532 4107
1,623,934 1,623,934 1,698,294 (74,360}
47,049 47,049 45,854 1,195
889,972 889,972 872,603 17,369
5,307,737 5,307,737 5,372,644 (64,907)
(762,231) (762,231) (3,200) 758,941
542 542 {53,688) (54,230}
542 542 (53,688) {54,230)
(761,689) {761,889) {56,978) 704,711
1,070,817 1,070,817 1,070,817 -
309,128 $ 309,128  § 1,013,838 § 704,711
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COUNTY OF STEPHENS, TEXAS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - ROAD & BRIDGE FUND
FOR THE YEAR ENDED DECEMBER 31, 2020

REVENUES:
Property taxes
Licenses and fees
Other taxes
State and federal grants and contracts
Investment earnings
Royaities
Miscellaneous revenues
Total revenues

EXPENDITURES:
Judicial
Public transportation
General government
Public facilities
Health and welfare
Public safety
Recreation and culture
Debf service

Total expenditures

Excess (deficiency) of revenues over {under} expenditures

OTHER FINANCING SOURCES (USES}:
Transfers in (out)
Totat other financing sources (uses)

Net change in fund balances
Fund balance - beginning
Fund balance - ending

Variance With
Budgeted Amounts Actual Final Budget
Amounts Positive or
Original Final {GAAP Basis) (Negative)
$ 520,964 $ 520,984 $ 400155 % (21,809)
469,365 469,365 428,402 (40,963)
14,800 14,800 133,717 118,917
62,028 62,028 35,507 (26,521)
1,067,157 1,067,157 1,096,781 20,624
1,080,462 1,080,462 1,029,281 61,181
1,080,462 1,090,462 1,029,281 61,181
(23,305) {23,305} 67,500 90,805
(23,305) {23,305) 87,500 90,805
636,675 636,675 636,675 -
$ 613,370 $ 613,370 $ 704,175 § 90,805
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Total Pension Liabllity
Service cost
Interest {on the total pension diability)
Changes of benefit terms
Difference between expected and actual experiehce
Change of assumputions
Benefit payments, including refunds of employee contributions
Net Change in Total Pension Liabllity
Total Pension Liabllity - Beginning
Total Pension Liabllity - Ending {a)

Plan Fiduciary Net Position
Contributions - employer
Contributions - employee
Net investment income
Benefit payments, including refunds of employee contributions
Administrative expense
Gther
Net Change in Plan Fiduciary Net Position
Plan Fiduciary Net Position - Beginning
Plan Fiduciary Net Position - Ending {b}

Net Pension Liability - Ending {a) - (b}

Plan Fiduclary Net Position as a Percentage of Total Penslon Liahility

Covered Payroll

Net Pension Liability as a Percentage of Covered Payroll

COUNTY OF STEPHENS, TEXAS
SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS
FOR THE YEAR ENDED DECEMBER 31, 2020

Plan Year Ended December 31,

2019 2018 2017 2016 2015 2014
$ 251,174 267,918 & 282,282 % 284,960 288,396 § 295394
979,088 990,468 954,773 902,308 858,733 807,530
- . - - {23,872) -
51,843 {525,337} {162,451} 11,204 {81,608) {22,856)
- = 104,739 i 121,979 -
{1,001,450) {695,339) {751,679) (637,209) (516,906) {460,219)
281,515 37,210 427,664 561,263 646,722 610,849
12,338,437 12,301,227 13,873,563 11,312,300 10,665,578 10,054,729
¢ 12,619,952 12,338437 & 12,301,227 § 11,873,563 11,312,300 § 10,665,578
$ 250,913 254,009 S 253,328 $ 266,134 283908 § 278,142
146,366 148,170 147,774 155,241 165,614 162,250
2,026,759 (243,464) 1,683,590 806,459 (70,239) 706,673
{1,001,450) {685,839) {751,679) (637,209} (516,906) {469,219)
{10,464) (8,910) {8,574} {8,758) {7.824) {8,252)
{18,774 {7.454) {4,779) 83,280 12,513 {41,195)
1,393,310 (554,488) 1,319,660 665,147 {132,988} 628,399
12,337,999 12,892,486 11,572,826 10,907,679 13,040,667 10,412,269
§ 13,731,309 12,337,928 $ 12,892,486 § 11,572,826 10,807.679 5§ 11,040,668
$  (1111,357) 43 5 {591,259} 3 300,737 4p4621  §  [375,090)
108.81% 100.00% 104.81% 97.47% 96.42% 103.52%
$ 2,090,937 2,116,713 5 2,111,060 $ 2,217,727 2365911 § 2,317,852
.53.15% 0.02% 28.01% 13.56% 17.10% -16.18%
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Actuarially determined contribution

Contributions in refation to actuarially determined contribution

Contribution deficiency [excess)

Covered payroll

Contributions as & percentage of covered payroll

COUNTY OF STEPHENS, TEXAS
SCHEDULE OF PENSION CONTRIBUTIONS
FOR THE YEAR ENDED DECEMBER 31, 2020

Fiscal Year Ended December 31,

2020 2012 2018 2017 2016 2015
$ 256,012 § 250,307 S 254,611 § 253,327 & 266,127 5 283,209
{256,012} {250,307) [254,611) (253,327} |2685,127) {283,509}
$ - 8 § - 3 - 8 $ -
4§ 2133434 $ 2085891 $ 2,121,763 5 2,111,055 § 2,217,725 $ 2,365,906
12.00% 12.00% 12.00% 12.00% 12.00% 12.00%
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COUNTY OF STEPHENS, TEXAS
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED DECEMBER 31, 2020

Budget

The official budget was prepared for adoption for all Governmental Fund Types. The budget was prepared in accordance
with accounting practices generally accepted in the United States of America. The following procedures are followed in
establishing the budgetary data.:

a. Each September, the County prepares a budget for the next succeeding fiscal year. The operating budget includes
proposed expenditures and the means of financing them.

b. A meeting of the County Commissioner's Court (the "Commissioners”} is then called for the purpose of adopting
the proposed budget after ten days’ public notice of the meeting has been given.

¢. Prior to the beginning of the fiscal year, the budget is legally enacted through passage of a resolution by the
Commissioners.

Once a budget is approved, it can be amended at function and fund level only by approval of a majority of the members of
the Commission. Amendments are presented to the Commissioners at its regular meetings.

Each amendment must have Commissioners’ approval. Such amendments are made before the fact, are reflected in the
official minutes of the Commissieners and are not made after fiscal year end as required by law.

Each amendment is controlled by the budget coordinator at the revenue and expenditure functionfobject level.

Budgeted amounts are as amended by the Commissioners. All budget appropriations lapse at year end.

Encumbrances for goods or purchased services are documented by purchase orders or contracts. Under Texas law,
appropriations lapse at December 31, and encumbrances outstanding at that time are to be either cancelled or appropriately
provided for in the subsequent year's budget. There were no end-of-year outstanding encumbrances that were provided for
in the subsequent year's budget.

Defined Benefit Pension Plan

Changes of benefit terms.

There were no changes of benefit terms that affected measurement of the net pensian liability during the measurement
period.

Changes of assumptions.

There were no changes of assumptions that affected measurement of the net pension liability during the measurement
period.
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OVERALL COMPLIANCE AND INTERNAL CONTROLS SECTION
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Cameron L. Gulley Bastand,Touas 76445

CERTIFIED PUBLIC ACCOUNTANT (325)669-9795
cgulley/@txol.net

Independent Auditor’s Report

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

County Commission
County of Stephens, Texas
200 W. Walker
Breckenridge, Texas 76424

1 have audited, in accordance with the auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of
the United States, the financial statements of the governmental activities, the business-type activities, the aggregate
discretely presented compenent units, each major fund, and the aggregate remaining fund information of County of
Stephens, Texas (the “County”) as of and for the year ended December 31, 2020, and the related notes to the financial
statements, which collectively comprise the County's basic financial statements, and have issued my report thereon dated
December 27, 2021.

Internal Control Over Financial Reporting

in planning and performing my audit of the financial statements, | considered the County’s internal control over financial
reporting {internal control) to determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing my opinions on the financial statements, bui not for the purpose of expressing an opinion on the effectiveness of
the County's internal control. Accordingly, | do not express an opinion on the effectiveness of the County's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent, or detect and correct, misstatements on a timely basis.
A malerial weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a reascnable
possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected and corrected
on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal contro! that is less
severe than a material weakness, yet important enough to merit attention by those charged with governance.

My consideration of internal control was for the limited purpase described in the first paragraph of this section and was not
designed to identify ali deficiencies in internal control that might be material weaknesses or significant deficiencies. Given
these limitations, during my audit | did not identify any deficiencies in internal control that | consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether County of Stephens, Texas' financial statements are free of

material misstatement, 1 performed tests of its compliance with certain provisions of laws, regulations, confracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an objective of my audit and,
accordingly, | do not express such an opinion. The results of my tests disclosed no instances of nencompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report
The purpose of this report is solely to deseribe the scope of my testing of internal contrel and compliance and the resulis of

that tasting, and not to provide an opinion on the effectiveness of the County’s internal control or on compliance. This report
is an Integral part of an audit performed in accordance with Government Auditing Standards in considering the County’s
internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

Cameron L. Gulley
Certified Public Accountant
Eastiand, Texas
December 27, 2021
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COUNTY OF STEPHENS, TEXAS
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED DECEMBER 31, 2020

Summary of Auditor's Results

Type of auditor's report issued: Unmodified.
Internal control over financial reporting:
Material weakness(es) identified? None.

Significant deficiency(ies) identified that are not considered
o be material weaknesses? None reported.

Noncompliance material to financial statements noted? No.
An unmodified opinion was issued on the general purpose financial statements.

The audit disclosed no noncompliance which is material to the general purpose financial statements.

Findings Relating to the Financial Statements which are Required to be Reporied in Accordance with Generally
Accepted Government Auditing Standards

None reported.

Findings and Questioned Costs for Federal Awards

N/A.
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COUNTY OF STEPHENS, TEXAS
SUMMARY OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 2020

None reported.
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