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GTATE OF 7E

NOE GAMEZ | OFFICE {361) G68-5701

COUNTY AuDiTOR Fax {(361) 664-6G3G6

Tuly 10, 2019

Honorable District Judge
Honorable County Judge
Honorable County Commissioners
Jim Wells County

Alice, TX 78332

Ladies and Gentlemen:

State law, V.T.C.A. Local Government Code 114.025 and 115.045, requires issuance of an annual
financial report, audited in accordance with generally accepted auditing standards by a firm of
licensed certified public accountants, of all matters relating to fiscal affairs of the County. Pursuant
to those requirements, we hereby issue the comprehensive annual financial report of the County of
Jim Wells for the fiscal year ended December 31, 2018.

This report consists of management’s representations concerning the finances of the County.
Consequently, management assumes full responsibility for the completeness and reliability of all
of the information presented in this report. To provide a reasonable basis for making these
representations, management of the County has established a comprehensive internal control
framework that is designed both to protect the government’s assets from loss, theft, or misuse and
compile sufficient reliable information for the preparation of the County’s financial statements in
conformity with accounting principles generally accepted in the United States of America (GAAP).
Because the cost of internal controls should not outweigh their benefits, the County’s
comprehensive framework of internal controls has been designed to provide reasonable rather than
absolute assurance that the financial statements will be free from material misstatement.
Responsibility for internal controls is shared by the Commissioners Court, which 1s the governing
body; the County Auditor, who is appointed by the District Judge and, the County Treasurer. We
believe that the County’s internal accounting controls adequately safeguard assets and provide
reasonable assurance of proper recording of financial transactions. We assert that, to the best of
our knowledge and belief, this financial report is complete and reliable in all material respects.

The County’s financial statements have been audited by Raul Hernandez & Company, P.C. The
goal of the independent audit was to provide reasonable assurance that the financial statements of

the County for the fiscal year ended December 31, 2018, are free of material misstatement. The
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independent audit involved examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements; assessing the accounting principles used and significant
estimates made by management; and evaluating the overall financial statement presentation. The
independent auditor concluded, based upon the aundit, that there was reasonable basis for rendering
an unqualified opinion that the County’s financial statements for the fiscal year ended December
31, 2018, are fairly presented in conformity with GAAP. The independent auditor’s report is
presented as the first component of the financial section of this report. The independent audit of
the financial statements of the County was part of a broader, federally mandated “Single Audit”
designed to meet the special needs of federal grantor agencies. The standards governing Single
Audit engagements require the independent auditor to report not only on the fair presentation of
the financial statement, but also on the audited government’s infernal controls and compliance with
legal requirements, with special emphasis on internal controls and legal requirements involving
the administration of federal awards. These reports are available in the other supplementary
information section of this report.

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). The introduction includes this transmittal
letter, the County’s organizational chart and a list of principal officials. 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 financial section
also includes government-wide financial statements, fund financial statements, notes to the
financial statements, required supplementary information and the combining and individual fund
financial statements and schedules in addition to the report of the independent auditors on the
financial statements and schedules. The statistical section of this report includes selected financial
and demographic information, which is generally presented on a multi-year basis.

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

Profile of Jim Wells County

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



The commissioners’ court sets the tax rates, establishes policies for County operations, approves
contracts for the County and develops and adopts the County budget within the resources as
estimated by the county auditor. The commissioners’ court is also responsible for development of
policies and order, approving financial commitments and appointment of various department
heads.

The management and leadership provided by members of the commissioners’ court and the elected
and appointed officials of other departments are crucial to the success of the County’s financial
management and growth.

The county auditor has responsibilities for prescribing the systems and procedures for handling the
finances of the County and “examining, auditing and approving” all disbursements from County
funds prior to their submission to the commissioners’ court for approval.

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

The annual budget serves as the foundation for the County’s financial planning and control. All
departments of the County are required to submit requests for appropriation to the county auditor
on or before June 30 of each year. The county judge, assisted by the county auditor, uses these
requests as the starting point for developing a base line budget, but without any tax increases or
personnel changes. The county auditor then presents this base line budget to the commissioners’
court for review prior to July. The commissioners’ court holds several budget workshops to discuss
prioritics or meet with department heads. The county judge, assisted by the county auditor, then
prepares the proposed budget with all the revisions as directed by commissioners’ court. A copy
of the proposed budget is filed with the county clerk and county auditor. The commissioners’ court
then must hold a public hearing on a day within seven calendar days after the date the proposed
budget is filed but before October 1st of the current year. The commissioners’ court must take
action on the proposed budget at the conclusion of the public hearing. The appropriated budget is
prepared by fund, department, and budget category. On some items of greater importance, the
budget is prepared by line item. All transfers between budget categories and departments require
the special approval of the commissioners’ court, except State and Federal grants. The appropriate
department head can make a budget transfer with the approval of grantor agency for those special
revenue funds.

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



Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is
considered from the broader perspective of the specific environment within which the County

operates.

Local Economy

0Oil and Gas. The oil and gas industry is a major employer in Jim Wells County. Our strategic
central location makes Alice ideal for companies to utilize all forms of transportation: rail, air, land
or sea. Several major oilfield service companies and drilling contractors have established regional
operations in Alice. Approximately 90 percent of local oilfield activity is related to natural gas
exploration and production.

According to the US Department of Agriculture Economic Research Service, Jim Wells County is
categorized as a mining dependent county. This means that mining contributed a weighted annual
average of 15 percent or more of total labor and proprietor income over the three years from 1987
to 1989. By far, the majority of employees in the category "Mining" are in the area of oil and gas
field services.

Alice is the Hub of the South Texas oil and gas industry with five major drilling companies, six
international oilficld service companies, and an array of rental tool companies, completion and
production companies and trucking companies. Currently the Eagle Ford Shale boom is bringing
many new companies and workers to Alice and Jim Wells County. Many job openings exist for
workers looking to train into the oilficld with good pay and benefits. Alice is rapidly growing to
the next tier community. (1).

Agriculture, Since the late 1800's, agribusiness has been a heavy contributor to the economy of the
Alice area and South Texas. The combination of rich, fertile soils and long growing seasons
provide farmers and ranchers with ideal conditions. Agribusiness is the second most important
source of income for the Alice area. The city is also one of Texas' largest beef cattle centers.

Jim Wells County boasts more than 510,000 acres of agriculture land. Agricultural commodities
include wheat, corn, hay sorghum, cotton, sunflower oil and melons. Cattle, goats, hogs, horses,
exotic animals and aquaculture are also agricultural related commodities that are significant
contributors to agribusiness in Alice and Jim Wells County.

The agricultural business is still a leading contributor to the economy of Jim Wells County, Texas
in2018.

Unemployment Rate. The current unemployment rate of Jim Wells County, Texas is 5.4%, which
is higher than the national unemployment rate of 3.9% and the statewide average rate is 3.7%.

Retail Trades. For many years Alice, Texas, the county seat of Jim Wells County, has served as
the retail trade center for many surrounding communities. The general public still remains mobile
and uses Corpus Christi, Texas (located 55 miles east of Alice) as the principle retail center for our
area. Tourism is on the tise in Alice, and the City is focusing on the tourism industry and working
to attract Winter Texans to boost local retail trade. (1) Alice is the Hub of South Texas retail. A
Super Wal-Mart, HEB, 6 banks, 2 credit unions, 3 car dealerships and the Alice News Papers Inc.
form the core of the Alice retail community. In 2018, the sales tax revenues were up compared to
2017.




Healthcare. Alice is the Hub of the South Texas health care community. The health care cluster
in Alice consists of a 138 bed primary care hospital, kidney dialysis center, heart center, cancer
center, orthopedic clinic, nursing homes and rehabilitation centers.

The CHRISTUS Spohn Hospital System in 1999 opened a $20 million, 71-bed hospital. The
facility offers primary care, obstetrics, diagnostic and emergency services as well as wellness,
educational and disease prevention programs. In addition, the facility has a helicopter pad for
air-ambulance fransport www.christusspohn.org

During 2004 CHRISTUS Spohn Health System purchased Triad’s Alice Regional Hospital which
was established in 1931 and opened a new $40 million hospital in Alice during 1999. The facility
consists of 177,000 square feet and is licensed for 138 beds. The purchase immediately transforms
CHRISTUS Spohn Hospital Alice from a 73-bed facility to a 148-bed facility. Alice Regional
Hospital was renamed CHRISTUS Spohn Hospital Alice. CHRISTUS Spohn Hospital Alice was
renamed CHRISTUS Spohn Laviana Plaza and will house physician office and a 10-bed inpatient
geropsychiatric unit. The full service, acute care hospital offers 24 hour emergency service,
outpatient and inpatient surgical services, intensive and critical care units, diagnostic radiology,
geriatric psychiatric unit, obstetrical and newborn services, pediatric win, women’s center, physical
therapy, nuclear medicine, rural health clinics, home health services, and community outreach
services.

Transportation. Alice and Jim Wells County offer an enviable location to any firm dependent on
transportation or trade in the United States, its immediate neighbors or Central America. The city
has an advantage over other regions in its close proximity to Mexico and to deep-water ports. There
are 15 ports of entry within 120 miles of Alice and Jim Wells County. These ports are:

s The Port of Corpus Christi

. La Quinta Terminal

+  Laredo - Juarez-Lincoln Bridge, Gateway to the Americas Bridge, World Trade Bridge, Colombia Bridge
+ Roma - Roma-Miguef Aleman Bridge

¢ Rio Grande City - Rio Grande City-Camargo Bridge

¢ Los Ebanos Ferry

* McAllen - Hidalgo-Reynosa Bridge

s Pharr - Pharr-Reynosa Bridge

» Progresso - Progresso Internationat Bridge

e Harlingen - F'ree Trade Bridge

+ Brownsville - Gateway International Bridge, B & M Bridge, The Port of Brownsville

Alice is equally accessible to both coasts, and the central time zone eases communication with
other zones. There has been considerable focus on the region and the impact of trade with
Mexico. First, the maquiladora or twin plant concept became an important development along the
border with Mexico. Then, the passage of NAFTA had the effect of opening markets. Because of
our location, much of the goods in trade pass through Jim Wells County. The county is positioned
to provide valuable resources and to take advantage of opportunities that will accompany expanded
trade with Mexico and Canada. Also our transportation infrastructure is being expanded to take
advantage of these opportunities.



Major Highways: SH44/US 59 provides a major east-west trade corridor between the Port of
Corpus Christi, Laredo, and Monterrey, Mexico and points south. US 281 provides a major north-
south trade corridor between Northern Mexico, the Rio Grande Valley and points north. Alice is
strategically located at the intersection of SH 44 and US 281, an essential component of the
proposed Interstate Highway 69 International Trade Corridor. 1-69 will connect Mexico, the
United States and Canada.

Railroad: Texas Mexican Railway operates its main line through Alice. Tex-Mex recently merged
with Kansas City Southern Railway and now provides service from Mexico through Laredo, to
Corpus Christi, Houston, the Midwest and the East Coast.

Airports: Alice International Airport provides a 6,000-foot runway. Corpus Christi International
Airport, 35 minutes east of Alice, provides daily passenger, commercial and cargo service.

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

Law Enforcement: Alice and Jim Wells County are served by numerous law enforcement agencies
including the Alice Police Department, Jim Wells County Sheriff's Department, Texas Department
of Public Safety, Texas Parks and Wildlife, the U.S. Border Patrol, and other municipal police
departments in Orange Grove, Premont, and San Diego.

Attractions

Visitors and residents of Jim Wells County enjoy the outdoor-oriented lifestyle of South Texas.
With an abundance of wildlife, hunting, fishing, and bird watching are favorite activities of those
both living in Alice and visiting in the area. Other attractions in the area include:

South Texas Museum- focuses on distinctive history and traditions of this South Texas region.
Exhibits trace habitation from American Indian to 20th Century farm, ranch, railroad, and oil
activities, with emphasis on pioneer ranch and houschold artifacts. Includes mounted wildlife
and livestock specimens. The museum is located at 66 South Wright Street.

Tejano ROOTS- is a private, non-profit organization established June 9, 1999. The Hall of
Fame honors and recognizes Tejano artists, musicians, composers and any other persons who
have contributed to the awareness and entertainment of the Tejano culture. The museum
preserves the historical artifacts, documents and culture of the Tejano Music Industry. The
museum is located at 213 N. Wright Street. www.tejanorootshalloffame.com.

Jose De Escandon Siatue- Don Jose dé Escandén was chosen in 1746 to explore and settle
the South Texas area. He founded 23 settlements in the area over a two year period. Ranching
and farming were the economic foundation of these settlements. This still held true through
the 1800's, as Alice was recognized as the largest cattle-shipping center in the world. On
November 14, 1999 a statue of Don Jose dé Escandén was donated to the City of Alice by




the children of the late Tomas and Eloisa Pena Martinez: Jose C. Martinez, Rita Martinez
Jaso, Lucila Martinez Reynolds and Guadalupe T. Martinez

Guinness Book of World Records-Only in Alice will one find the world's tallest, cement water
tower. Located in downtown Alice near City Hall, is what the 1976 Guinness Book of
Records calls the tallest concrete water tower in the world. Built in 1926-27, the 165-feet tall
tower has a 3-foot tall tank which; measures 28.4 feet in diameter.

Golf Courses- Golfers have two courses to choose from in the Hub City. The two courses
with a total of 27 holes are home for golfing organizations such as the Alice Pan American
Golf Association and the Alice 50 Plus Golf Association. Benefit and high school
tournaments are also held at the courses. Lined with mesquite trees, the Alice Municipal Golf
Course is the larger of the two courses with 18 holes. The course, located at Anderson Park
on North Texas Boulevard, features everything from long fairways to water hazards with a
total of 5,911 yards of fairways and greens. Green fees on Monday through Friday vary
according to days and tee-times.

Long-term financial planning,

The County is participating in the Jim Wells County & Alice Economic Development Task Force
which is a public/private county wide alliance for the purpose of developing strategies and support
for economic development proposals. The Jim Wells County & Alice Transportation Committee,
also a public/private effort in which the County is a participant, has successfully worked with the
Texas Department of Transportation to develop the State Highway 44 Relief Route and the U.S.
281 Relief Route and the improvement of S.H. 44 and U.S. 281 business routes through our
County. The Transportation Committee is active in promoting the upgrade of U.S. 281, U.S,
59/S.H. 44 and U.S. 77 to interstate standards. These roadways link our area to the proposed I-69
project, which connects South Texas to Houston and the Midwest.

The County of Jim Wells and the City of Alice jointly operate the Municipal Airport. Through
grant programs offered by the FAA and TAC, this facility has been upgraded to a level that could

be of enormous benefit to any industry considering the area as a location site.

The essential components are coming together to open the door to diversification of our local
industrial base and release the County from the swings of the volatile oil market.

Awards and acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) awarded
a Certificate of Achievement for Excellence in Financial Reporting to Jim Wells County, Texas
for its comprehensive annual financial report for the year ended December 31, 2017. The
Certificate of Achievement is a prestigious national award-recognizing conformance with the
highest standards for preparation of state and local government financial reports.

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



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

its eligibility for another certificate.

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

.I wish to thank them all.

Respectfully Submitted,

Noe Gamez

County Auditor
(1)Source: Alice Chamber of Commerce, Alice/Jim Wells Economic Development Corp.
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RAUL HERNANDEY & COMPANY, P.C.
Certified Public Accountants
5402 Holly Road, Suite 102
Corpus Christi, Texas 78411

Office (361) 980-0428 Fax (361) 980-1002

In ndent Audi 'R r

To the County Commissioners
Jim Wells County, Texas

200 N. Almond

Alice, Texas 78332

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of the Jim Wells County, Texas ("the County”) as of and for the year
ended December 31, 2018, and the related notes to the financial statements, which collectively comprise the
County's basic financial siatements 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 statemenis 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 misstaterment, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is 1o express opinions on these financial statements based on our audit. We conducted our
audil in accordance with auditing standards generally accepted in the United States of America and the
slandards applicable io financial audits contained in Government Audfting 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the County'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 Couniy's internal
control. Accordingly, we 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.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information
of Jim Wells County, Texas as of December 31, 2018, and the respective changes in financial position, for the
year then ended in accordance with accounting principles generally accepted in the United States of America.
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Emphasis of Matter
Change in Accounting Principle

As described in Note K to the financial statements, in 2018, Jim Wells County, Texas adopted new accounting
guidance, Governmental Accounting Standards Board Statement No. 75, Accounting and Financial
Reporting for Postemployment Benefits Other than Pensions. Our opinion is not modified with respect
to this matter.

Other Matters
Required Supplemeniary Information

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

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Jim Wells County, Texas' basic financial statemenis. The introductory section, combining and
individual nonmajor fund financial statements, and statistical section are presented for purposes of additional
analysis and are not required parts of the basic financial statements. The schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit  Requirements
for Federal Awards, and is also not a required part of the basic financial statements.

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

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

In accordance with Governmeni Auditing Standards, we have also issued our report dated July 10, 2019
on our consideration of Jim Wells County, Texas' 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 solely 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 effectiveness of
the County's 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 Jim Wells County, Texas'
internal control over financial reporting and compliance.

Respectfully submitted,

%/u[ ,:AW‘CW()/KC :

Raul Hernandez & Company, P.C.

Corpus Christi, Texas
July 10, 2019
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JIM WELLS COUNTY, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS

The Management’s Discussion and Analysis (MD&A) offers readers of the County financial
statements a narrative overview and analysis of the County’s financial activities for the fiscal year
ended December 31, 2018. Readers are encouraged to consider the information presented here in
conjunction with additional information furnished in our letter of transmittal, and in the financial
statements and notes to the financial statements (which immediately follow this discussion). In
2004, the County implemented the new financial reporting requirements of GASB Statement No.
34 (Basic Financial Statements-and Management’s Discussion and Analysis-for State and Local
Governments). These sections include this Management’s Discussion and Amnalysis, the
Government-wide Statement of Net Position, the Government-wide Statement of Activities, the
concept of major fund reporting, and the reporting of infrastructure capital assets and long term
debt liabilities in the governmental activities. These concepts are explained throughout this
discussion and analysis.

FINANCIAL HIGHLIGHTS

s The assets of the County of Jim Wells exceeded its liabilities at the close of the most recent
fiscal year by $36,049,889 (net position).

¢ As of the close of the current fiscal year, the County of Jim Wells governmental funds
reported combined ending fund balances of $15,949,301, of which, $7,302,040 represents
an unassigned fund balance and places the County in a favorable position.

s The County of Jim Wells’ total debt decreased by anet of $135,503 compared to the previous
year.

OVERVIEW OF THE FINANCIAL STATEMENTS

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

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

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

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

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

question belong.

o Notes lo the financial statements. The notes provide additional information that is essential
to a full understanding of the data provided in the government-wide and fund financial
statements.
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JIM WELLS COUNTY, TEXAS

e Other information. Tn addition to the basic financial statements and accompanying notes,
this report also presents certain required supplementary information concerning the county’s
progress in funding its obligation to provide pension benefits to it employees. Immediately
following the required supplementary information on pensions are the two budgetary
schedules on the general fund and major special revenue fund. The combining statements in
connection to nonmajor governmental funds and fiduciary funds are then presented.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of required
supplementary information that further explains and supports the information in the financial

statements.

Figure A-1 summarizes the major features of the County’s financial statements, including the
portion of the County government they cover and the types of information they contain. The
remainder of this overview section of management’s discussion and analysis explains the structure
and contents of each of the statements.

Figure A-1 Major Features of the County’s Government-wide
and Fund Financial Statements

|Type of Statementsl IGovemmental Funds| Proprietary{ lFiduciaryI

Fundﬂ [Fund§|
Scope Entire county The activities of the Activities of Instances in
Government (except) county that are not County similar which the county
Fiduciary funds) proprietary or to private is the trustee or
and the county’s fiduciary business; self agent for
component units insurance someone else’s
resources
Statement of Balance Sheet Statentent of Statement of
Required Financial Nt BOSHION oo iiiiieieiismcessssensereremssmnnnrrannnn s snnnes netpasition.......... fiduciary ... net
position
Statements Statement of Statement of revenues, Statement of Statement of
Activities expenditures & changes rev, exp,& in fiduciary
in fund balances changes in net position
net position
Statement of cash flows Statement of
flows
Accounting basis Accrual accounting Modified accrual Accrual accounting Accrual accounting
and measurement and economic accounting and and economic €COIL0MC resources
ocus resources focus current financial focus focus
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JIM WELLS COUNTY, TEXAS

" Government-wide Statements

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

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

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

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

Fund Financial Statements

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

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

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

The County has the following kinds of funds:

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

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

FINANCIAL ANALYSIS OF THE COUNTY AS A WHOLE

Net position. As stated earlier, over time, increases or decreases in the County’s net position are an indicator of
whether its financial health is improving or deteriorating, respectively. At the close of the fiscal year, the County net
position was $36,049,889; furthermore, the povernment’s financial position has increased by a net amount of
$2,617.945 in the current fiscal year compared to the prior year. Net position is summarized below along with
comparative data from the previous year. (See Table A-1).

Table A-1
County's Net position
Governmental Governmental Increase
Activities Activities {Decrease)
2018 2017 2018-2017
Current Assets:
Cash/Cash equivalents $ 16,275,571  $ 12,990,750 $ 3,284,821
Taxes receivable 786,877 713,665 73,212
Sales taxes receivable 284,884 229,613 55,271
intergovernmental receivable - 73,118 {73,118}
Total current assets: 17,347,332 14,007,146 3,340,186
Non-current assets:
Capital Assets 67,591,719 66,764,917 826,802
Less Accumulated
Depreciation (44,732,332} (43,550,504} (1,181,828}
Total non-current assets: 22,859,387 23,214,413 (355,026}
Total Assets S 40,206,719 S 37,221,559 $ 2,985,160
DEFERRED QUTFLOWS OF RESOURCES
Deferred Quiflow Related to Pension Plan 1,164,237 3,458,173 (2,293,936)
Deferred QOutflow Related to OPEB 55,525 - 55,525
Total Deferred Qutflows of Resources 1,219,762 3,458,173 {2,238,411)
Current Liabilities
Accounts payable and
other current Habilities ) 242,721 § 260,537 ) (17,816)
Accrued Interest Payable 14,239 16,898 {2,659)
Due to Other Governments and Agencies 281,783 285,559 (3,776)
Deferred Revenue 9,511 9,511 -
Total current liabilities 548,254 572,505 {24,251}
Long-term liabiiities:
Due within one year 532,923 630,361 (97,438}
Due in more than one year 1,728,102 1,766,167 (38,065}
Net Pension Liability - due in more than one year 945,502 3,378,109 (2,432,207}
Net OPEB Liability - due in more than one year 532,302 - 532,302
Total Liabilities 4,287,483 6,347,142 (2,059,659}
DEFERRED INFLOWS OF RESOURCES
Deferred Amounts Related to Pensions 1,071,607 900,646 170,961

Deferred Amounts Related to OPEB 17,502 - 17,502

Total Deferred Inflows of Resources 1,089,109 900,646 188,463
Net Pension:
Net nvestment in Capital Assets 20,832,777 21,037,621 (204,844)
Restricted For:
Debt Service 83,085 76,776 6,309
Capital Projects 894,729 988,972 {94,243)
Unrestricted 14,239,298 11,328,575 2,910,723
Total Net Position $ 36,049,889 S 33,431,944 S 2,617,945
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JIM WELLS COUNTY, TEXAS

The $83,085 and $894,729 of the County’s restricted net position represents funds available for
the debt service and capital projects funds, respectively. These funds when spent are restricted for
repayment of debt and capital asset acquisitions respectively. The $14,239,298 unrestricted net
position represents resources available to fund the programs of the County next year.

Revenues. The County’s total revenues were $26,591,323. A significant portion, 58 percent, of
the County’s revenue comes from property taxes. 18 percent comes from charges for services and
12 percent relates to sales taxes. (See Figure A-1 and Table A-2)

Governmental Activities
e Property tax rates had a total direct rate of .802202, which is a decrease of (.013511) from

the previous year. Net taxable value of property totaled $1,891,913,790.

e Property Tax & Sales tax revenues increased from the prior year due, in part, to an increase
in collections.

e Sales tax revenues in 2018 increased from the prior year by 29.4%.

Figure A1
Revenues by Source - Governmental Activities
(in dollars)
$18,000,000
$16,000,000 $15,388,135
$14,000,000
$12,000,000
$10,000,000
$8,000,000
$6,000,000 —§4,912,677 LT KET o v ot
$4,000,000 +—— = $2550173 ——— 30853049——
$2,000,000 T r_I——sﬁs—?ﬁﬁ’——f‘w
5- o ) : 7 o
Charges for Operating Grants Property Taxes  Sales Taxes Investment Misc Revenue
Services & Contribtuions Income
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JIM WELLS COUNTY, TEXAS

Table A-2
Jim Wells County’s Changes in Net position — Governmental Activities

Governmental Increase
Activities (Decrease)
2018 2017 2018-2017
Revenues
Program:
Charges for services $ 4912677 $ 4,618,822 293,855
Operating Grants and
Contributions 2,550,173 3,644,741 {1,094,568)
General
Property Taxes 15,388,135 14,780,021 608,114
Sales Taxes 3,085,301 2,383,694 701,607
Investment Income 83,737 TL,177 12,560
Miscellancous Revenues 571,300 212,328 358,972
Total Revenues $ 26,591,323 $ 25,710,783 880,540
Cost of Services:
General Government 5,985,704 5,585,530 400,174
Judicial 4,034,322 4,566,636 (532,314)
Public Safety 8,371,679 8,405,430 (33,751)
Public Transportation 3,917,189 3,614,657 302,532
Health and Welfare 593,500 1,141,001 (547,501)
Culture and Recreation 64,132 59,860 4272
Conservation 210,170 229285 (19,115)
Economic Development and
Assistance 135,133 302,505 (167,372)
Interest on Long-term Debt 73.452 76,221 (2,769)
Total Cost of Services $ 23,385,281 $ 23,981,125 {595,844)
Change m net position 3,206,042 1,729,658 1,476,384
Net position - beginning 33,431,944 31,674,475 1,757,469
Priotr Period Adjustment (588,097) 27.811 (615,908)
Net position - ending $ 36,049,889 $ 33431,944 2,617,945

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

¢ The cost of all governmental activities this year was $23,385,281. Public Safety was a
significant part of the amount totaling $8,371,679, which the majority was due to costs in
the General Fund, Adult & State Juvenile Probation funds, the Sheriff Drug Forfeiture fund
and 79" Judicial District Attorney Forfeiture fund.
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JIM WELLS COUNTY, TEXAS

o However, the amount that our taxpayers paid for these activities through property taxes
was approximately $15,388,135.

e Some of the cost was paid by those who directly benefited from the programs such as
human services, state juvenile and adult probationary fees, and fees of office.

e $8,371,679 of these costs were for public safety, which decreased by ($33,751) from the

prior year.
Figure A-2
Total Cost of Services - Governmental Activities
(in dollars)
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FINANCIAL ANALYSIS OF GOVERNMENTAL FUNDS

As noted earlier, the County uses find accounting to ensure and demonstrate compliance with
finance-related legal requirements. Fund accounting and budget controls has been the framework
of the County’s strong fiscal management and accountability.

Governmental funds. The general government functions are reported in the General, Special
Revenue, Debt Service, and Capital Project Funds. The focus of the County’s governmental funds
is to provide information on near-term inflows, outflows, and balances of spendable resources.
Such information is useful in assessing the County’s annual financing and budgeting requirements.
In particular, unassigned fund balance may serve as a useful measure of a government’s net
resources available for spending at the end of the fiscal year.
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JIM WELLS COUNTY, TEXAS

As of the end of the current fiscal year, the County’s governmental funds reported combined
ending fund balances of $15,949,301, a net increase of $3,240,444 compared with the prior year.
As shown on page 37 the unassigned fund balance resulted in an amount of $7,302,040. The
unassigned fund balance, used as a management and budgetary tool, is available for spending at
the County’s discretion. A major factor in causing the change to fund balance came from changes
in general property taxes, general sales & use taxes revenues, licenses & permits, fines &
forfeitures, fees of office, investment earnings, miscellaneous revenues, and increase in capital
leases.

The General fund is the chief operating fund of the County. At the end of the current fiscal year,
unassigned fund balance of the General Fund increased to $7,302,040 from the previous year’s
balance of $5,681,573 in the prior year. As a measure of the general fund’s liquidity, we compare
both unassigned fund balance and total fund balance to total fund expenditures. Revenues
increased compared to the prior year, this increase was a result of an increase in property taxes
collected, which totaled $11,988,531 for the current year.

The Debt Service Fund (county-wide), which was created during 2004, has a total fund balance of
$83,085. The reserves for the payment of debt service combined with the estimated first quarter
collections on current year assessments will be sufficient to meet next year’s scheduled debt.

The Capital Projects Funds reflect a fund balance of $894,729. The County has plans in the near
future to invest in construction projects, including improvements to buildings throughout the

county,
FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS

Revenues _

The County’s revenue closely follows oil prices and oil field activities. In previous years, the
economic boom in Eagle Ford shale production led to hotels being booked, stores expanding, and
businesses hiring. However, in 2018, the amount of the impact has continued to level off.
Revenues from governmental fund types had a net increase of $886,271 from the preceding year,
totaling $26,469,988. General property taxes and sales taxes were the most significant portion in
governmental fund revenue sources, which totaled $18,352,101, which is an increase of
$1,315,452 from the previous year.

The County’s primary source of revenue consists of taxes, which comprise 69% of the County’s
total revenues. In addition, intergovernmental and fines & forfeitures revenues comprise 11%
and 8% of total revenues, respectively, The county departments that charge for services include
park & recreational, fees of office from justice of the peace precincts, and constables, which are
all an important part of the County’s revenues. They are an integral part of the County’s ability
to provide the services to which citizens have become accustomed. (See Figure A-3 and Table

A-3)
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Fines & Forfeitures increased by $562,627 from the prior year due to more fines & cash seizures.
Furthermore, fees of office increased by $806,312 from the previous year, as a result of an
increase in fees collected.

~ Figure A-3
Revenues by Source - Governmental Funds
(in dollars)
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Table A-3
Governmental Funds — Revenues by Source
Increase
2018 2017 (Decrease)
Taxes $ 18,352,101 $ 17,036,649 $ 1,315,452
License and Permits 453,941 306,427 147,514
Intergovernmental 2,900,598 4,017,520 (1,116,922)
Charges for Services 342,542 1,562,786 (1,220,244)
Fines & Forfeitures 2,186,246 1,623,619 562,627
Fees of Office 1,559,523 753,211 806,312
Investment Earnings 83,737 71,177 12,560
Misc. Revenues 591,300 212,328 378,972
Total Revenues $ 26,469,988 $ 25,583,717 $ 886,271
Expenditures

The increase in general government expenditures of $753,228 is partly due to an increase in tax
assessor-collector, county courthouse & annex, elections, and non-departmental departments. The
increase in public transportation of $683,621 was due to increases in the Road & Bridge Funds.

The County’s prirhary expenditures were for public safety, public transportation, and general

government. Public safety now accounts for over 37% of total expenditures. (See Figure A-4
and Table A-4)

29




JIM WELLS COUNTY, TEXAS

Figure A-4
Expenditures by Function - Governmental Funds
(in dollars)
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Table A-4
Governmental Funds — Expenditures by Function
Increase
2018 2017 (Decrease)
General Government $ 4,553,090 $ 3,799,862 $ 753,228
Judicial 4,034,322 4,566,636 (532,314)
Public Safety 8,725,879 8,068,342 (242,463)
Public Transportation 4,565,691 3,882,070 683,621
Health and Welfare 593,500 1,141,001 (547,501)
Culture and Recreation 64,132 59,860 4272
Conservation 210,170 229,285 (19,115)
Economic Development and
Assistance 135,133 302,505 (167,372)
Debt Service:
Principal 521,738 403,021 118,717
Interest and Fiscal Charges 76,111 79,775 (3.,664)
Total Expenditures '$23479,766  $ 23432357 % 47,409
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Other financing sources from the County came from:

Table A-5
Other Financing Resources
Increase
2018 2017 (Decrease)
Transfers In $ 575,242 $ 638,296 $  (63,054)
Transfers Out {575,242) (638,296) 63,054
Capital Leases 371,557 287,889 83,668

$ 371,557 $ 287,889 $ 83,668

General Fund Budgetary Highlights

The final budget was adopted with total General Fund revenues of $16,175,331 and expenditures
of $16,077,752, which both include transfers.

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

= Actual revenues (before transfers) were higher than budgeted figures by $615,025. Of this
amount, general property taxes and general sales & use taxes had the largest favorable
variances. The County’s revenue booms and busts through the years closely follow oil
prices and oil field activities.

»  Actual expenditures (before transfers) were $186,378 below final budget amounts. This
biggest favorable variances resulted from over-budgeted expenditures in the District Court,
Sheriff, Health and Welfare, and County Auditor departments, among others. County
departments were encouraged to monitor expenditures to help support the overall County
budget since the County was incurring higher costs of items such as medical insurance,
data services and utilities.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of 2018, the County had invested $67,591,719 in a broad range of capital assets,
including land, infrastructure, buildings & improvements, and equipment. (See Table A-6.) The
capital assets of the County are those assets (land, infrastructure, buildings & improvements, and
machinery & equipment), which are used in the performance of the County’s functions including
infrastructure assets. At December 31, 2018 net capital assets of the governmental activities
totaled $22,859,386. Depreciation on capital assets is recognized in the Government-wide
financial statements, Accumulated depreciation for infrastructure, buildings & improvements, and
machinery & equipment totaled $44,732,333. More detailed information about the county’s capital
assets is presented in the notes to the financial statements on page 48.
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Table A-6
County’s Capital Assets
Governmental Increase

Activities (Decrease)

2018 2017 2018-2017
Land S 346,773 & 346,773 S -
Infrastructure 43,715,819 43,715,819 -
Buildings and Improvements 13,491,717 13,491,717 -
Machinery & Equipment 10,037,410 9,210,608 826,802
Total at historical cost 67,581,719 66,764,917 826,802
Total Accumulated Depreciation (44,732,333) {43,550,504) (1,181,829)
Net Capital Assets § 22,859,386 $ 23,214,413 S (355,027}

The largest increase to capital assets was attributed to machinery & equipment in the net amount
of $826,802 due to purchases of vehicles and equipment. Additional details on capital assets can
be found in the notes to the financial statements on page 48.

Long Term Debt

At year-end the County had $2,261,025 in bonds, capital leases obligations, and other long-term
liabilities outstanding as sho