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WIS
LIVINGSTON, TEXAS

March 6, 2009

To the Honorable Board of District Judges,
‘Honorable County Judge,
Honorable Members of Commissioners Court, and
Citizens of Polk County, Texas:

The Annual Financial Report (AFR) of the County of Polk, Texas (the “County”), for the fiscal year
ended September 30, 2008, is hereby submitted. Responsibility for both the accuracy of the data, and the
completeness and fairness of the presentation, including all disclosures, rests with the County. To the
best of our knowledge and belief, the enclosed data are accurate in all material respects and are reported
in a manner that presents fairly the financial position and results of operations of the various funds of the
County. All disclosures necessary to enable the reader to gain an understanding of the County’s financial
activities have been included.

In 1999, the Governmental Accounting Standards Board (GASB) issued GASB Statement No. 34, Basic
Financial Statements — and Management's Discussion and Analysis — for State and Local Governmenis.
This statement established new requirements for the annual financial reports of state and local
governments. It was developed to provide additional information about the fiscal health of the
government and to make the annual reports more comprehensive and easier to understand and use.
GASB Statement No. 34 mandated that governments comparable to the County implement the new
reporting model by fiscal year 2003,

Generally accepted accounting principles require that management provide a narrative introduction,
overview, and analysis to accompany the basic financial statements in the form of Management’s
Discussion and Analysis (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.

The Annual Financial Report is presented in two sections: Introductory and Financial. The Introductory
Section includes this transmittal letter, the County’s organizational chart, and a list of principal officials.
The Financial Section includes the Management’s Discussion and Analysis (MD&A), the basic financial
statements, budgetary comparison schedules, required supplementary information other than MD&A, as
well as the independent auditors’ report, financial statements, and schedules,

Fax: (936) 327-6898




Polk County, Texas
Letter of Transmittal
September 30, 2008

The financial reporting entity (the County) includes all the funds of the primary government (i.e., Polk
County as legally defined), as well as any component units. Component units are legally separate entities
for which the primary government is financially accountable. Currently, the County has one component
unit, IAH Public Facility Corporation.

The County provides a full range of services complemented by statute or charter. This includes police
=]

protection, legal and judicial services, construction and maintenance of roads and bridges, and waste

management facilities,

POLK COUNTY HISTORY

Polk County was formed in 1846, as a political subdivision of the Republic of Texas. The County was
named in honor of James K. Polk, then President of the United States. The City of Livingston is the
county seat and the largest city in Polk County.

The 1,095 square miles of Polk County is located in the tall pine forests of Deep East Texas, about 70
miles north of Houston. It is bounded by the Trinity River on the southwest and the Neches River on the
northwest. To the north and east lic more than 100 miles of scenic roads, four Texas Woodland Trails,
and the State’s largest Indian Reservation, home of the Alabama-Coushatta Tribe of Texas. In the late
1700’s the Alabama-Coushatta Indians established camps on the Trinity and Neches Rivers. Through the
interest and concern of Sam Houston, General of the Republic of Texas, the Alabama and Coushatta
Indians were given a permanent home in the eastern portion of the County, and until 1971, this was the
only Indian Reservation in Texas. '

The County boasts one of the most varied and enjoyed environments in the state. Pleasant springs and
falls, long warm summers, and mild winters entice vacationers year round and encourage retirement to the
area. The average rainfall of 48 inches provides abundant forest vegetation and feeds major rivers in the
area, making conditions favorable for principal activities such as agriculture, forestry, and ranching. A
favorite recreation area is Lake Livingston, a man-made lake surrounded by some 500 miles of shoreline
filled with vacation and primary homes, golf courses, marinas, campgrounds, boat launches, and fishing
piers. Public access to the lake is provided by the 700-acre Lake Livingston State Park that is open year
round, as well as a number of smaller parks. The 93,000-acre lake is located in the west and southwest
portion of the County.

MAJOR INITIATIVES
For the Year

On Feb. 1, 2008, Polk County issued $10,120,000 in Certificates of Obligation to finance construction of
a judicial center. This judicial center, to be constructed in the block directly to the south of the county
courthouse, will address space and security concerns associated with the courtrooms currently being used
in the county courthouse. :

This judicial center will include courtrooms for district court, county court, and justice of the peace cowrt
as well as office space for the District Judges, District Attorney’s staff, and office space for the District
Clerk, County Clerk, and Justice of the Peace. It will also include a sally port at the rear of the building so
that prisoners can be loaded and unloaded in a secure environment. It will also include the means to
transport prisoners to and from courtrooms securely. This project is currently in the design phase.
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Letter of Transmittal
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The construction of a new law enforcement facility, including a 240-bed expansion to the county
detention facility, approved in March 2007 with the issuance of $19,000,000 in Certificates of Obligation,
has not yet begun. The acquisition of property, on which a portion of the facility will be built, is ongoing
and the design phase is in progress.

On September 13, 2008, Hurricane Ike struck the Texas coast and eventually moved through Polk County
bringing near-hurricane force winds and significant amounts of rain. While damage to Polk County
structures and equipment was minimal, damage in the county at large range as high as $5,000,000.
Removal of storm debris by the county was ongoing at year end. The majority of the cost of this removal
will be reimbursed to the county by the Federal Emergency Management Agency (FEMA). FEMA will
also reimburse the county for some of the cost of overtime logged by county employees who worked in
response to the emergency

For the Future

At year-end fiscal year 2008, Polk County was in negotiations to purchase a large warehouse within the
city limits of Livingston to use as a maintenance center as well as a storage site for archived County
records. This purchase was expected to take place early in fiscal year 2009. The purchase price of the
building was expected to be approximately $280,000. This facility would replace the current maintenance

location in Leggett and the building the County currently rents for storage on Jackson Street.

Also in fiscal year 2009 the county expects to move from the design phase to the construction phase on
both the law enforcement center/jail expansion project and the judicial center.

FINANCIAL INFORMATION

General Government Functions

The Commissioners Court is the governing body of the County. The Texas Constitution specified that the
Court consists of a County Judge, who is elected at large and serves as presiding officer, and four County
Commissioners elected by the voters of their individual precincts. The court exercises the powers
provided by law to conduct the varied business of the County. The Local Government Code prescribes
the duties and grants authority to the Commissioners Court and other County officers relating to financial
management. In compliance with state statutes, the Commissioners Court maintains budgetary control to
ensure that provisions embodied within the annually appropriated budget are met for most county
functions. According to the budget laws of the State of Texas, expenditures may not exceed the amount
appropriated for each fund.

The Budget Process

The County Judge serves as the Budget Officer and, along with the County Auditor, prepares an annual
budget for presentation and approval by the Commissioners Court, Departments submit budget requests
for budget revisions and amendments to the County Auditor, who shall review for conformity to statutes,
appropriateness within the scope of budget objectives, making recommendations to the Commissioners
Court, as required. The Commissioners Court maintains sole authority for revising or amending the
budget.

Notices, budget request forms, and a proposed budget planning calendar are distributed to elected officials
and department heads, who are responsible for preparing a departmental budget request and submitting
the same to the County Judge, along with supporting documentation. '
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The County Auditor estimates historical revenues and beginning balances in conjunction with information
obtained from various county offices. The County Judge compiles and analyzes budget requests and
estimated revenues, conducting budget review meetings with departments and the County Auditor.

A preliminary budget is submitted to Commissioners Court and budget workshops are held with
individual departments, if requested. A proposed budget is filed with the County Clerk for public
inspection and a tax rate is proposed to support that budget, based upon the Tax Assessor/Collector’s
publication of the “Effective Tax Rate.”

Notices of the proposed tax rate are published in the local newspaper and public hearings are held to
receive comments on the proposed budget and on the proposed tax rate. Changes warranted by law and
required in the interest of the taxpayer are made, the budget is adopted, and a tax rate is set. The
approved budget is filed with the County Clerk and the County Auditor.

The County Auditor monitors expenditures of the various departments to prevent expenditures from
exceeding budget appropriations and sends a monthly financial report to Commissioners Court and the
District Judges. The County Auditor provides a budget to actual expenditures report to each department:
on a monthly basis.

Departments may receive added incentives for efforts in cost effective measures during the budget year.
Certain budget balances are carried forward (through the budget process) to allow and encourage
departments to save toward larger expenditures. Road and Bridge departments are probably the most
affected by the budget carry-forward issue, as larger balances may occur.

Internal Control Structure

The County’s accounting records for general government operations are maintained and the financial
statements presented on a modified accrual basis. The financial operating controls are shared by the
Commissioners Court, which is the governing body, and the County Auditor, who is appointed by the
District Judges.

The County Auditor has the basic responsibility for maintaining the records of all financial transactions of
the County and examining, auditing, and approving all disbursements from county funds prior to
submission to Commissioners Court for payment.

The Commissioners Court sets the tax rate, 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.

In developing the County’s accounting systems, consideration was given to the adequacy of internal
accounting controls. Internal accounting controls are designed to provide reasonable, but not absolute,
assurance regarding the safeguarding of assets against loss from unauthorized use or disposition and the
reliability of the financial records for preparing financial statements and maintaining accountability of
assets. The concept of reasonable assurance recognizes the cost of a control should not exceed the
benefits likely to be derived there from, and the evaluation of costs and benefits requires estimates and
judgments by management.

10
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All internal control evaluations occur within the above framework. The County’s internal accounting
controls are believed to adequately safeguard assets and provide reasonable assurance of proper recording
of financial transactions.

Cash Management

The County Treasurer, by statute, serves as the custodian of county funds and is responsible for the
receipt and disbursement of all monies owed to or by the County. The County Treasurer is required to
maintain accurate records of all transactions of his/her office and to regularly report to the Commissioners
Court. '

The Commissioners Court selected qualified banks to serve as the county depositories, in which the
County Treasurer deposits all monies received. Monies that are temporarily idle during the year are
deposited in TexPool and other approved investments. The County’s investment policy was revised to
meet the changes in the Public Funds Investment Act. Investment strategies were identified for each
group of funds.

Risk Management

The County participates in the Texas Association of Counties Workers Compensation Pool to cover job
related risk. The development of a limited risk management program has resulted in significant savings
in Workers Compensation Insurance premiums. These savings are passed on to all county employees in
the form of cost of living and merit salary increases. Additionally, the County annually reviews with its
carrier all liability coverage, making necessary amendments and/or adjustments to policy deductibles and
limits.

OTHER INFORMATION

Independent Audit

The County requires an annual audit of the books of accounts, financial records, and transactions of all
departments of the County by an independent certified public accountant. The accounting firm of Belt
Harris & Associates, LLLP, CPAs were selected by Commissioners Court as the County’s auditors, and
their opinion letter on the general purpose financial statements is included in the Financial Section of this
report.

Acknowledgements

The preparation of this report was accomplished with the efficient and dedicated services of the entire
staff of the County Auditor’s office. We would like to express our appreciation to all members of the
departments who assisted and contributed to its preparation. We would also like to thank the County
Judge, members of the Commissioners Court, and the Department Heads for their interest and support in
planning and conducting the financial operations of the County in a responsible and progressive manner.
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To the Honorable County Judge and
Members of the Commissioners Court
Polk County, Texas:

We have audited the accompanying financial statements of the governmental activities, the discretely
presented component unit, each major fund, and the aggregate remaining fund information of Polk
County, Texas (the “County™), as of and for the year ended September 30, 2008, which collectively
comprise the County’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the County’s management. Our responsibility is to express opinions
on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the discretely presented component unit, each
major fund, and the aggregate remaining fund information of the County as of September 30, 2008, and
the respective changes in financial position thereof for the year ended in conformity with generally
accepted accounting principles in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated March 6, 2009
on owr consideration of the County’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and: compliance and the results of that testing and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in conjunction with this report
in assessing the results of our audit.

The management’s discussion and analysis on pages 23 through 29, budgetary comparison information on
pages 68 through 71, and pension information on page 73, are not a required part of the basic financial
statement but are supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted principally of
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inquiries of management, regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no epinion on it.

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

Q}:‘\)( \—\Q,‘,t‘l"\ﬁ & Asso.t:\c».)(&‘”bl LLiLP

Belt Harris & Associates, LLLP
Certified Public Accountants

Houston, Texas
March 6, 2009

20




MANAGEMENT’S DISCUSSION AND ANALYSIS

21




(This page intentionally left blank.)

22




POLK COUNTY, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2008

The following management’s discussion and analysis (“MD&A™) of Polk County’s financial performance
provides an overview of the County’s financial activities. for the year ended September 30, 2008. This overview
is designed to (a) assist the reader in focusing on significant financial issues, (b) provide an overview of the
County’s financial activity, (c) identify changes in the County’s financial position (its ability to address the next
and subsequent year challenges), (d) identify any material deviations from the financial plan (the approved
budget), and (e} identify individual fund issues or concerns.

Please consider the information presented here in conjunction with the transmittal letter on pages 7—11 and the
County’s financial statements, which follow this section.

- FINANCIAL HIGHLIGHTS
The general fund, on a current financial resource basis (fund levet), reported revenues over expenditures and other
financing sources and uses of $1,436,545, as compared to a planned increase of $1,084,236, which results in a

positive variance of $352,309.

On a government—wide basis for governmental activities, the County had expenses net of program revenue of
$16,863,427. General revenues of $19,005,217 were $2,141,790 greater than expenses net of program revenue.

The County’s total net assets, on the government—wide basis, totaled $25,030,264 at September 30, 2008.

THE STRUCTURE OF OUR ANNUAL REPORT

Components of the Financial Section

Management’s Financial Statements Required
Discussion and Supplementary
Amlysis | et Information
Independent Government- Fund Financial Component Units Notes to the
Auditors’ Report Wide Financial Statements Financial Financial
Statements Statements Statements
Summary Detail

The Annual Financial Report is presented as compliant with the financial reporting model in effect pursuant to
GASB Statement No. 34. The financial reporting model requires governments to present certain basic financial
statements as well as a management’s discussion and analysis (MD&A) and certain other required supplementary
information (RSI). The basic financial statements include (1) government-wide financial statements, 2)
individual fund financial statements, and (3) notes to the financial statements.
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POLK COUNTY, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2008

GOVERNMENT-WIDE STATEMENTS

The government-wide statements report information about the County as a whole using accounting methods
similar to those used by private-sector companies. One of the most important questions asked about the County’s
finances is, “Is the County as a whole better or worse off as a result of this year’s activity?” The Statement of Net
Assets and the Statement of Activities, which are the government—wide statements, report information about the
County as a whole and about its activities in a way that helps answer this question. These statements include all
assets and liabilities on the accrual basis of accounting, which is similar to the basis of accounting used by most
private sector entities. All current year revenues and expenses are taken into account regardless of when the cash
is received or paid.

The Statement of Net Assets presents information on all the County’s assets and liabilities, with the difference
between the two reported as net assets. Over time, the increase or decrease in net assets provides one indicator as
to whether the County’s financial health is improving or deteriorating. Other non-financial factors, such as the
County’s property tax base and the condition of the County’s infrastructure, need to be considered to assess the
overall health of the County.

The Statement of Activities presents information showing how the County’s net assets changed during the most
recent year. All changes in net assets are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of related cash flows using the accrual method rather than modified accrual that is

- used in the fund level statements.

In the Statement of Net Assets and the Statement of Activities, the County has only one type of activity:

Governmental Activities — Most of the County’s basic services are reported here such as general
government, administration of justice, roads and bridges, health and human services, tax administration and
interest and fiscal agent fees on long—term debt.

The government-wide financial statements can be found on pages 33 through 35 of this report.
FFUND FINANCIAL STATEMENTS

Traditional users of government financial statements will find the fund financial statement presentation more
familiar. The focus is on the County’s most significant funds. The fund financial statements provide more
information about the County’s most significant funds — not the County as a whole. '

The County has two types 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 funds statements
provide a detailed short—term view that helps the reader determine whether there are more or fewer financial
resources that can be spent in the near future to finance the County’s major programs. Because this
information does not encompass the additional long—term focus of the government-wide statements,
additional information is provided at the bottom of the governmental funds balance sheet that explains the
relationship or differences between them.,

Fiduciary Funds — These funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government—wide financial statement because the
resources of those funds are not available to support the County’s own programs.

24
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MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2008

Notes to Financial Statements — The notes to the financial statements provide additional information that is
essential to a full understanding of the data provided in the government—wide and fund financial statements. The
notes can be found on pages 45 through 65 of this report.

Other Information — In addition to basic financial statements, this MD&A, and accompanying notes, this report
also presents certain required supplementary information (RSI). The RSI that GASB Statement No. 34 requires
- includes budgetary comparison schedules for the general fund and road and bridge fund as well as a schedule of
funding progress for the Texas County and District Retirement System (TCDRS). RSI can be found on pages 68
through 73.

TINANCIAL ANALYSIS OF THE COUNTY AS A WHOLE

In accordance with GASB Statement No. 34, the County is providing comparative information. A comparative
analysis of government—wide information is presented below.

Statement of Net Assets
The following table reflects the condensed Statement of Net Assets:

Governmental Activities

2008 2007
Current and other assets 3 41,670,372 3§ 29,942,708
Capital assets, net 23,246,533 21,802,341
Total Assets 64,916,905 51,745,049
Long-term liabilities 37,986,998 27,161,716
Other liabilities 1,899,643 1,694,859
Total Liabilities 39,886,641 28,856,575
Net assets:

Invested in capital assets,
net of related debt 16,127,180 15,748,347
Restricted 988,219 1,096,393
Unrestricted 7,914,865 6,043,734

Total Net Assets  $ 25,030,264  §. 22,888,474

The County’s net assets increased to $25,030,264 from $22,888,474. The County’s unrestricted net assets were
$7,914,865. Long—term debt increased significantly due to the issuance of $2,210,000 in tax notes and
$10,120,000 in certificates of obligation in fiscal year 2008. The certificates of obligation remain largely unspent
at year end and account for the majority of the substantial increase in current and other assets over the prior year.
The County is engaged in the process of buying private property adjacent to the current jail facility for the
expansion which is a lengthy and time consuming process.
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MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2008

Statement of Activities
The following table provides a sununary of the County’s changes in net assets:

Governmental Activities

2008 2007
Revenues
Program revenues:
Charges for services 5 2,880,998 b 3,012,768
Operating grants 4,144,123 1,442,147
General revenues:
Taxes 16,198,654 16,189,813
Investment income 1,350,300 726,705
Other revenues 1,456,263 1,519,312
Total Revenues 26,030,338 - 22,890,745
Expenses
General government 5,086,750 5,503,708
Administration of justice 8,777,239 6,462,550
Roads and bridges 6,737,830 4,984,706
Health and human services 1,029,386 962,227
Tax administration 903,615 865,141
Interest and fiscal agent fees
on long-term debt 1,353,728 580,113
Total Expenses 23,888,548 19,358,445
Change in Net Assets 2,141,790 3,532,300
Beginning net assets: 22,888,474 19,356,174
Ending Net Assets $ 25,030,264 $ 22,888,474

Graphic presentations of selected data from the sununary tables follow to assist in the analysis of the County’s
activities.
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Governmental Revenues

Investment Charges for
income  Otherrevenues services

6% 11% ‘
e Operating grants
16%

Total governmental revenues increased by $3,139,593 over the prior year. This increase is primarily the result of
increased intergovernmental revenue related to the detention center funding.

Governmental Expenses

Administration of

justice37% Roadsand bridges

28%

+

Healthand human
services 4%

General

Tax administration
govemment21%

4%

Interest 6%

Governmental expenses have increased by $4,530,103 over the prior year due primarily to higher interest
payments on long—term debt.
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MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2008

FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS

As noted earlier, fund accounting is used to demonstrate and ensure compliance with finance-related legal
requirements.

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

The County’s governmental funds reflect a combined fund balance of $37,397,711. Of this, $36,186,561 is
unreserved and available for day-to-day operations of the County, $828,767 is reserved for debt service, and
$382,383 is reserved for endowments/trusts.

There was an increase in the combined fund balance of $11,449,625 over the prior year. Included in the increase
are increases of $130,520 in the road and bridge fund and $1,436,545 in the general fund. The County’s fund
balance policy for the general fund is a three month reserve. With the previously noted increase, the general fund
balance of §$5,392,980 is estimated to be $1,668,108 over policy.

There was also an decrease of $24,603 in the debt service fund balance to $828,767. Debt service payments
totaled $3,573,229 for the year. The Jail expansion fund balance also experienced a decrease of $55,947, with an
ending fund balance of $18,254,486. The Judicial Center was created this year and has an ending fund balance of
$9,655,079 due to the issuance of $10,120,000 of certificates of obligation. Grant revenues and expenditures
remained relatively stable when compared to the prior year for a modest fund balance increase of $118,617.
GENERAL FUND BUDGETARY HIGHLIGHTS

General fund expenditures were under the final budget by $726,063. This is due to positive expenditure variances
in all departments.

During the 2008 year, the Commissioners Court amended the budget for the following purposes:

¢ To re-appropriate monies to pay for commitments in the form of encumbrances established prior to
September 30, 2008, but not paid by that date;

o To appropriate monies from other governmental units received in year 2008;
e Tore-appropriate monies within or between departments;
e To reflect department year end projections. |

CAPITAL ASSETS

At the end of the year, the County’s governmental activities funds had invested $23,246,533 in a variety of capital
assets and infrastructure, net of depreciation. Depreciation is included with the governmental capital assets as
required by GASB Statement No. 34,

More detailed information about the County’s capital assets is presented in note IV. C. in the notes to the financial
statements.
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POLK COUNTY, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS, Continued
September 30, 2008

LONG-TERM DEBT

At the end of the year,.the County reported total bonds, certificates of obligation, notes, time warrants, and capital
leases of $36,286,680. The County issued $2,210,000 in tax notes and $10,120,000 in certificates of obligation in
fiscal year 2008.

More detailed information about the County’s long—term liabilities is presented in note IV. D. in the notes to the
financial statements.

All of the County’s bond issues have been successful in qualifying for bond insurance resulting in ratings of
“BAA” and “AAA” by Moody’s and Standard & Poors, respectively.

ECONOMIC FACTORS

The County continues to grow as seen in the increase in assessed property valuations. for both residential and
commercial entities. The County has continued the permanent road program to solidify the infrastructure of the
County.

' CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the County’s finances. Questions concerning

this report or requests for additional financial information should be directed to Ray Stelly, CPA, County Auditor,
Polk County, 602 East Church Street, Suite 108, Livingston, Texas 77351.
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PoLK COUNTY, TEXAS
STATEMENT OF NET ASSETS

Assets
Cash and cash equivalents
Investments
Receivables, net
Due from component unit
Deferred charges
Nondepreciable capital assets
Capital assets (net of accumulated depreciation)

Liabilities :
Accounts payable and accrued liabilities
Due to primary government
Accrued interest payable
Due to other units
Long-term liabilities due within one year
Long-term liabilities due in more than one year

Net Assets
Invested in capital assets, (net of related debt)
Restricted for:
Debt service
Endowments/trusts
Unrestricted

See Notes to Financial Statements.

September 30, 2008

Total Assets

Total Liabilities -

Total Net Assets

33

Primary
Government
Governmental Component
Activities Unit

$ 24,371,320  § 10,065,772
12,775,814 -
3,293,462 2,929,103
425,787 -
803,989 3,084,663
2,200,047 330,346
21,046,486 30,912,834
64,916,905 47,322,718
1,631,303 3,300,572

- 425,187

222,931 1,354,583

45,409 -
3,608,116 1,388,327
34,378,882 45,713,930
39,886,641 52,183,199
16,127,180 -
605,836 -

382,383 -
7,914,865 (4,860,481)
3 25,030,264 § (4,860,481)




POLK COUNTY, TEXAS

STATEMENT OF ACTIVITIES
For the Year Ended September 30,2008

Program Revenues

Operating
Charges for Grants and
TFunctions/Programs Expenses Services Contributions
Primary Government:
Governmental Activities:
General government 3 5,086,750 § 2,489,079 S 3,746,486
Administration of justice 8',777,239 54,658 134,540
Roads and bridges 6,737,830 107,534 48,658
Health and human services 1,029,386 229,727 214,439
Tax administration 903,615 - -
Interest and fiscal agent fees
on long-term debt 1,353,728 - -
Total Governmental Activities 23,888,548 2,880,998 4,144,123
Total Primary Government § 23,888,548 § 2,880,998 § 4,144,123
IAH Public Facility Corporation
Detention facility 5 15,642,838 § 18,330,950 § -
Interest and fiscal agent fees .
on long-term debt 3,493,903 - -
Total Component Unit $ 19,136,741  § 18,330,950 $ -

General Revenues:
Property taxes
Sales taxes

Other taxes
Tnvestiment income
Other revenues

See Notes to Financial Statements.
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Total General Revenues

Change in Net Assets

Beginning Net Assets

Ending Net Assets




Net (Expense)
Revenue and

Changes in Net
Assets
Governmental Component
Activities Unit

3 1,148,815  § -

(8,588,041) .
(6,581,638) -
(585,220) -
(903,615) -
(1,353,728) .
(16,863,427) R
(16,863,427) R
- 2,688,112
- (3,493,903)
- (805,791)
13,081,465 -
1,940,152 .
1,177,037 -
1,350,300 271,138
1,456,263 -
19,005,217 271,138
2,141,790 (534,653)
22,888,474 (4,325,828)

$ 25030264 $  (4,860,481)




PoOLK COUNTY, TEXAS

Assets
Cash and cash equivalents
Investments
Receivables, net
Due from other funds

Due from other units
Total Assets

Liabilities and Fund Balances

~ Liabilities:

Accounts payable and accrued liabilities
Due to other funds

Due to other units

Deferred revenue

Total Liabilities

Fund Balances:

Reserved for:
Debt service
Endowments/trusts

Unreserved, undesignated reported in:
General fund
Road and bridge fund
Construction
Special revenue funds

Total Fund Balances

Total Liabilities and Fund Balances

See Notes to Financial Statements.

BALANCE SHEET

GOVERNMENTAL FUNDS
September 30,2008

Debt Road and Jail

General Service Bridge Expansion

§ 4408457 § 850,420 3 1,470,034 § 15,265,730

- - - 3,000,000
1,603,230 376,767 401,352
709,776 32,044 -
425,787

$  7,147250 § 1,259,231  § 1,871,386 § 18,265,730

$ 778,628  $ 17,249 3 139,349 § 4,574
- 44,304 168,000 6,670

975,642 368,911 358,240 -
1,754,270 430,464 665,580 11,244

- 828,767 - -

5,392,980 - - -

. ; 1,205,797 -

- - - 18,254,486

5,392,080 - 828,767 1,205,797 18,254 486

§ 7147250 8§ 1,259,231  § 1,871,386  § 18,265,730

Adjustments for the Statement of Net Assets:

Capital assets used in governmental activities are not current financial
resources and therefore not reported in the governmental funds.
Nondepreciable capital assets
Depreciable capital assets
Accumulated depreciation

Other long-term assets are not available to pay for current-period
expenditures and therefore are deferred in the governmental funds,
Deferred reventie

Long-term liabilities, including bonds payable, are not due and payable
in the current period and therefore are not reported in the funds.
Accrued interest payable
Bonds, notes, warrants payable, and capital leases
Deferred charges:

Issuance discounts
Refunding
Premium
Bond issue expense
Compensated absences
Landfill closure
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Nonmajor Total
Judicial Governmental Governmental
Center Grants Funds Funds
b 2,983 3 40,355 $ 2,333,341 § 24,371,320
9,775,814 - - 12,775,814
- 850,661 61,452 3,293,462
- - 753 742,573
- - - 425,787
3 9,778,797 S 891,016 $ 2,395,546 $ 41,608,956
$ - $ 436,414 $ 255,089 $ 1,631,303
123,718 333,258 66,623 742,573
- - 45,409 45,409
- - 89,167 1,791,960
123,718 769,672 456,288 4,211,245
- - - 828,767
- - 382,383 382,383
- - - 5,392,980
- - - 1,205,797
9,655,079 - - 27,909,565
- 121,344 1,556,875 1,678,219
9,655,079 121,344 1,939,258 37,397,711
$ 9,778,797 $ 891,016 3 2,395,546
2,200,047
110,631,469
(89,584,983)
1,791,960
(222,931)
(36,286,680)
225,357
20,000
(198,030)
803,989
(218,691)
(1,528,954)

Net Assets of Governmental Activities

5 25,030,264
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POLK COUNTY, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
For the Year Ended September 30, 2008

Debt Road and Jail
General Service Bridge Expansion
Revenues
Property taxes 6,437,382 § 3,180,446 $ 3,610,259 $ -
Sales taxes 1,940,152 - - -
Other taxes 58,675 - 1,083,381 -
Fines and forfeitures 817,544 - 107,534 -
Charges for services 1,286,203 - - -
Intergovernmental revenue 2,279,274 - - -
Licenses and permits 204,668 - - -
Investment income 198,676 74,109 45,425 830,759
Other revenue 1,141,374 500 159,792 -
Total Revenucs 14,363,948 3,255,055 5,006,391 830,759
Expenditures
Current:
General government 4,602,048 - - -
Administration of justice 8,712,858 - - -
Roads and bridges - - 6,533,096 -
Health and human services 628,824 - - -
Tax administration 897,198 - - -
Debt Service:
Principal - 2,242 685 123,076 -
Interest and fiscal charges - 1,199,405 8,063 -
Debt issuance costs 58,559 - - -
Capital Qutlay - - - 880,036
Total Expenditures 14,899,487 3,442,090 6,664,235 880,036
Excess (Deficiency) of
Revenues Over (Under) Expenditures (535,539) (187,035) (1,657,844) (49,277
Other Financing Sources (Uses)
Transfers in 293,899 162,432 41,201 -
Transfers (out) (120,155) - - (6,670)
Debt issuance 1,782,445 - 923,923 -
Premium on bonds issued 15,895 - - -
Sale of capital assets - - §23,240 -
Total Other Financing Sources (Uses) 1,972,084 162,432 1,788,364 (6,670)
Net Change in Fund Balances 1,436,545 (24,603) 130,520 (55,947)
Beginning Fund Balances 3,956,435 853,370 1,075,277 18,310,433
Ending Fund Balances 5392980 §$ 828,767 § 1,205,797 § 18,254,486

See Notes to Financial Statements.
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Nonmajor Total
Judicial Governmental Governmental

Center Grants Funds Funds
$ - - 8 - $ 13,228,087
- - - 1,940,152
- - 34,981 1,177,037
- - 6,610 931,688
- - 458,439 1,744,642
- 1,439,261 425,588 4,144,123
- - - 204,668
162,031 - 39,300 1,350,300
- - 154,597 1,456,263
162,031 1,439,261 1,119,515 26,176,960
- 1,320,644 284,977 6,207,669
- - 131,107 8,843,965
- - - 6,533,096
- - 282,986 911,810
- - - 897,198
- - - 2,365,761
- - - 1,207,468
284,116 - - 342,675
390,553 - - 1,270,589
674,669 1,320,644 699,070 28,580,231
(512,638) 118,617 420,445 (2,403,271)
; ; 131,857 629,389
(123,718) - (378,846) (629,389)
10,120,000 - 15,958 12,842,326
171,435 - - 187,330
- - - 823,240
10,167,717 - (231,031) 13,852,896
9,655,079 118,617 189,414 11,449,625
- . 2,727 1,’749,844' 25,948,086
$ 9,655,079 121,344  § 1,939258 § 37,397,711
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