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ELLEN DODD

COUNTY AUDITOR
MATAGORDA COUNTY
1700 SEVENTH STREET, ROOM 326
BAY CITY, TEXAS 77414-5095
(409) 244-7611

Honorable District Judges of Matagorda County and
Honorable Members of the Matagorda County Commissioners Court:

The Comprehensive Annual Financial Report (CAFR) of Matagorda County, Texas, for the fiscal year ended
December 31, 2007, is submitted herewith. Responsibility for both the accuracy of the data presented and the
completeness and fairness of the presentation, including all disclosures, rests with the County. We believe the data
as presented is accurate in all material aspects; that it is presented in a manner designed to fairly set forth the
financial position and results of operations of Matagorda County as measured by the financial activity of its various
funds; and that all disclosures necessary to enable the reader to gain the maximum understanding of the County’s
financial activity have been included. The report was prepared in accordance with accounting principles generally
accepted in the United States of America as promulgated by the Governmental Accounting Standards Board, and is
in compliance with Paragraph 114.025 Vernon’s Texas Codes Annotated (V.T.C.A.) Local Government Code.

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 to compile sufficient reliable information for the preparation of the County’s financial statements.
Because the cost of internal controls should not outweigh their benefits, the County’s comprehensive framework of
internal controls has been designed to provide reasonable rather than absolute assurance that the financial
statements will be free from material misstatement. As management, we assert that, to the best of our knowledge
and belief, this financial report is complete and reliable in all material respects.

The County’s financial statements have been audited by Reed & Associates, PC, certified public accountants. The
goal of the independent audit was to provide reasonable assurance that the financial statements of the County for
the year ended December 31, 2007, are free of material misstatement. The independent audit involves examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements; assessing the
accounting principles used and significant estimates made by management; and evaluating the overall financial
statement presentation. The independent auditor concluded, based upon the audit, that there was a reasonable
basis for rendering an unqualified opinion that the County’s financial statements for the fiscal year ended December
31, 2007, are presented in conformity with GAAP. The independent auditor’s report is presented as the first item in
the financial section of this report.



The audit was also performed in accordance with “Government Auditing Standards” in which the goal was to
consider Matagorda County’s internal control over financial reporting and on compliance with certain provisions of
laws, regulations, contracts and grant agreements and other matters. The independent auditor noted no matters
involving the internal control over financial reporting and its operation that were considered to be material
weaknesses and no instances of noncompliance or other matters that are required to be reported under
“Government Auditing Standards” were disclosed.

As a recipient of federal and state financial assistance, the government also is subject to a “Single Audit”. The
standards governing Single Audit engagements require the independent auditor to report not only on the fair
presentation of the financial statements, but also on the audited government’s internal controls and compliance with
legal requirements, with special emphases on internal controls and legal requirements involving the administration
of federal awards.

Generally Accepted Accounting Principals 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
Matagorda County’s MD&A can be found immediately following the report of the independent auditors.

Profile of the County

Matagorda County, created in 1836 is rich in history and tradition. The County is located between Galveston and
Corpus Christi along the Gulf Coast and enjoys a diversity of geography from its wide expanse of prairies to the
many creeks, rivers, lakes, bays and Gulf of Mexico. Birders have a wealth of places to choose from especially with
the 34 acre Matagorda County Birding Nature Center along the Colorado River 1.7 miles west of Bay City on Texas
35. Matagorda offers some of the finest saltwater fishing on the entire Gulf Coast and its bays are filled with red fish,
flounder, trout, crab and shrimp. The Lower Colorado River Authority has developed Matagorda Bay Nature Park, a
1,600 acre park and preserve at the mouth of the Colorado River on the Matagorda Peninsula. The park provides
nature education, recreation and nature tourism opportunities for visitors. Matagorda County is home to the South
Texas Nuclear Plant, Oxea and the Lyondell Plant. Matagorda County has strong agricultural ties in the production
of cotton and rice and in aquiculture with the production of crawfish and catfish.

The County is a political subdivision of the State of Texas. The elected Commissioners Court is the governing body
of the County which is comprised of the County Judge and four County Commissioners. Commissioners serve four-
year staggered terms, two members elected every two years. The County Judge is elected at large to serve a four-
year term. The Commissioners Court has certain powers granted to it by the state legislature. Its duties include
approval of the budget, determination of the tax rates, approval of contracts, calling elections, issuance of bonds,
appointment of certain county officials and the oversight of all the funds and account groups of the County.
Oversight responsibility is determined on the basis of financial independence, selection of government authority,
designation of management, ability to significantly influence operation and accountability for fiscal matters. Based
on the foregoing criteria, the operation of four drainage districts, two ports, two municipalities, five school districts, a
hospital district, various water districts, CSCD and other non-profit organizations are not included in the Matagorda
County, Texas Comprehensive Annual Financial Report.

The Commissioners Court of Matagorda County sets the tax rate, establishes policies for County operations,
approves contracts for the County, and develops and adopts the County budget within the available resources as
estimated by the County Auditor. The Commissioners Court shares the financial controls of the County with the
County Auditor who is appointed according to Texas State statutes for two year terms by the District Judges. The
County Auditor holds the basic responsibilities for establishing accounting policies and procedures, maintaining the
records of all financial transactions of the County, and “examining and approving” disbursements from county funds
prior to their submission to the Commissioners Court for payment.
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Matagorda County provides many services not ordinarily provided by any other entity of government and provides
additional services in cooperation with other local governmental units. These include volunteer fire departments,
libraries and the museum. A primary service is the administration of justice, which includes the civil and criminal
county and district courts, justices of the peace, constables, district attorney, clerks of the courts, sheriff, jail,
security and emergency management, and bailiffs. Other functions performed by the County include the
construction and maintenance of roads and bridges; provision of juvenile, health and environmental services as well
as property tax collections for multiple agencies.

The annual budget serves as the foundation for the County’s planning and control. Budgetary control is maintained
at the subtotal level of the County budget for the following categories: Personnel, Operating Costs, Inmate
Placement, Capital Outlay and Debt. Expenditures for current operating funds may not exceed available cash
balances in such funds at January 1, plus the estimate of revenues for the ensuing year. At any time during the
year, Commissioners Court may increase the budget for unexpected revenues, expenditures, or actual beginning
fund balances in excess of budgeted estimates, provided that Commissioners Court declares the existence of an
emergency necessitating the increase. All annual budget appropriations lapse at year end with the exception of the
commissioner’s budgets which carry forward into a reserve for precincts. The County also maintains an
encumbrance accounting system for the general fund as one method of maintaining budgetary control.

Factors Affecting Financial Condition

An understanding of the financial condition of Matagorda County is enhanced though a perspective of the
environment in which the County operates. Matagorda County’s primary economic bases include utilities,
petrochemical processing, transmission, agriculture, commercial fishing and tourism. Matagorda County has
outstanding opportunities for industry growth because of its location and proximity to the Gulf of Mexico, the
Colorado River and the Gulf Intercoastal Canal waterway. lts strong oil and gas and petrochemical industry has
kept the economy stable. Waterfront property sales have seen large increases and resort opportunities remain
favorable for the future.

Matagorda County continues to partner with the South Texas Nuclear Project in providing Emergency Preparedness
Training and Operations Dirills for the safety of its citizens. This contract is not only financially favorable to the
County, but has also provided invaluable emergency preparedness skills and a network of cooperation between the
County leaders and departments and its industry neighbors. Through a joint partnership with the South Texas
Project and Wharton County Junior College, the South Texas Center for Energy Development opened its doors
which will serve as a career center for staffing at STP and also offer classes focusing on process-technology and
power-technology programs to train students for work at chemical, industrial and nuclear plants.

Cash management. The County has adopted an investment policy in accordance with the laws of the State of
Texas. The policy is revised annually and updated as necessary. The top three objectives of the policy are to
comply with state laws, provide for the preservation and safety of principal, and provide sufficient funds to meet the
cash needs of the operations of the County while achieving the maximum yield on funds invested and maximum
levels of invested funds. All demand deposits are covered by pledged collateral and all certificates of deposit,
pledged securities and collateral are held in safekeeping by either the County or a third party financial institution, or
with a Federal Reserve Bank. According to the investment policy, the County Treasurer is required to make
monthly reports to the Commissioners Court and the County Auditor summarizing market conditions and trends and
quarterly reports to the Commissioner’s Court summarizing investment transactions for that period.



Risk management. The County provides for management of risks through a combination of self-insurance and pool
participation. The County has insurance for flood and property coverage through a group purchasing cooperative.
For all other coverage the County has joined with other governmental entities to form a risk pool. The County also
participates in safety training for all employees on a regular basis which is provided by an outside consultant.

Retirement plan funding and post employment benefits. The County provides pension, disability and death
benefits for all of its employees (half time or more) through a nontraditional, defined contribution plan in the State-
wide Texas County and District Retirement System, (TCDRS). The contribution rate of the County at December 31,
2007 is 12.21 %. The employee member contribution is 7%.

In addition to providing retirement benefits, the County provides health insurance to its retirees who qualified under
TCDRS rules and were hired prior to January 1, 2000. Any dependent coverage must be paid by the retiree.

Awards and Acknowledgments

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to Matagorda County for its comprehensive annual financial
report for the fiscal year ended December 31, 2006. In order to be awarded a Certificate of Achievement, a
government unit must publish an easily readable and efficiently organized comprehensive annual financial report.
This report must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The County has received a Certificate of
Achievement for the last 4 consecutive years. We believe that our current comprehensive annual financial report
continues to meet the Certificate of Achievement Program’s requirements and we are submitting it to the GFOA to
determine its eligibility for another certificate.

| would like to express my appreciation to members of the Commissioners’ Court and to the District Judges for their

interest and support in planning and conducting the financial operations of the County in a responsible and
professional manner. The timely completion of this report could not have been achieved without the dedicated
efforts of the entire staff of the Office of County Auditor and the professional services provided by our independent
Auditor, Reed & Associates, P.C.

Respectfully submitted,

Cuton Doddd,

Ellen Dodd, County Auditor
Matagorda County, Texas
May 12, 2008


Susan
Ellen Dodd


Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

Matagorda County
Texas

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
December 31, 2006

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.
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REED & ASSOCIATES, PC
1717 8th Street, Suite 5
Bay City, Texas 77414

Independent Auditor's Report on Financial Statements

Commissioners Court
Matagorda County
1700 Seventh Street
Bay City, Texas 77414

Members of the Commissioners Court:

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of Matagorda County as of and for the year ended December 31,
2007, which collectively comprise the County's basic financial statements as listed in the table of contents.
These financial statements are the responsibility of Matagorda County's management. Our responsibility is to
express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by 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, each major fund, and the aggregate remaining fund information
of Matagorda County as of December 31, 2007, and the respective changes in financial position and cash
flows, where applicable, thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated May 5, 2008,
on our consideration of Matagorda 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 assessing the results of our audit.

The Management's Discussion and Analysis and the budgetary comparison information identified as Required
Supplementary Information in the table of contents are not a required part of the basic financial statements but
are supplementary information required by accounting principles generally accepted in the United States of
America. We have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information. However,
we did not audit the information and express no opinion on it.

Our audit was performed for the purpose of forming opinions on the financial statements which collectively
comprise the Matagorda County's basic financial statements. The accompanying schedule of expenditures of
federal awards required by U. S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments and Non-Profit Organizations and the combining and individual fund financial
statements and supporting schedules listed in the table of contents are presented for purposes of additional
analysis and are not a required part of the basic financial statements. This information has been subjected to



the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated
in all material respects in relation to the basic financial statements taken as a whole. The introductory section
and the statistical tables have not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we express no opinion on them.

Respectfully submitted,

Reed & Associates, PC
May 5, 2008


Susan
Reed & Associates


Management’s Discussion and Analysis

This discussion and analysis of Matagorda County’s financial performance provides a narrative overview
of the County’s financial activities for the fiscal year ended December 31, 2007. The information
presented here should be read in conjunction with the accompanying transmittal letter, the basic
financial statements and the accompanying notes to those financial statements.

Financial Highlights

e The assets of the County exceeded its liabilities at the close of the most recent fiscal year by
$31,524,961 (net assets). Of this amount, $10,373,595 (unrestricted net assets) may be used to
meet the County’s ongoing obligations.

e At the close of the current fiscal year, the County’s governmental funds reported a combined
ending fund balance of $ 8,477,342. This total amount is available for spending at the County’s
discretion (unreserved fund balance).

e The unreserved fund balance for the general fund at the end of the current fiscal year of
$7,542,080 represents 44% of total general fund expenditures.

e During the current fiscal year, the County’s debt decreased by $181,466. This is the result of a
scheduled payment on certificates of obligation and a $26,466 final payment on a capital lease.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the County’s basic financial
statements. The County’s basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report
also contains other required supplementary information in addition to the basic financial statements
themselves.

Government-wide financial statements. The government-wide financial statements are designed to
provide readers with a broad overview of Matagorda County’s finances in a manner similar to private
sector business. They present the financial picture of the County from an economic resources
measurement focus using the accrual basis of accounting. These statements include all assets of the
County (including infrastructure) as well as all liabilities (including long-term debt). Additionally, certain
eliminations have occurred in regards to interfund activity, payables and receivables.

The statement of net assets presents information on all of the County’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of Matagorda County is improving or
deteriorating.

The statement of activities presents information showing how the government’s net assets changed
during the most recent fiscal year using full accrual basis of accounting. All changes in net assets are
reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of
related cash flows. Thus, revenues and expenses are reported in this statement for some items that will
only result in cash flows in future fiscal periods (e.g., earned but unused vacation leave and uncollected
taxes).
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Both of the government-wide statements distinguish between functions of Matagorda County that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business activities). The governmental activities of the County include general government,
justice, public safety, corrections and rehabilitation, health and human services, community and
economic development, and infrastructure and environmental services.

The government-wide financial statements can be found on pages 17 and 18 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. Matagorda County, like
other state and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the County can be divided into three categories:
governmental funds, proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on current sources
and uses of spendable resources, as well as on balances of spendable resources available at the end of
the fiscal year. Such information may be useful in evaluating a government’s near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental funds balance sheet and the governmental fund statement of
revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

The County maintains fourteen individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statements of revenues, expenditures,
and changes in fund balances for the general fund and for the jail construction fund. Data from the other
twelve governmental funds are combined into a single, aggregated presentation. Individual fund data for
each of these nonmajor governmental funds is provided in the form of combining statements elsewhere
in this report.

The basic governmental funds financial statements can be found on pages 19 through 22 of this report.

Proprietary funds. Proprietary funds provide the same type of information as the government-wide
financial statements, only in more detail. The Internal Service Fund (a type of proprietary fund) is used to
accumulate and allocate costs internally among the County’s various functions. The County uses an
internal service fund to account for its self-funded health insurance program. Because these services
predominately benefit governmental rather than business-type functions, they have been included within
governmental activities in the government-wide financial statements.

The basic proprietary fund financial statements can be found on pages 23 through 25 of this report.
Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. Fiduciary funds are not reflected in the government-wide financial statement because

the resources of those funds are not available to support the County’s own programs. The accounting
used for the fiduciary funds is much like that used for proprietary funds. The County is responsible for
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ensuring that the assets reported in these funds are used for their intended purposes. The County uses
agency funds to account for various assets held for the benefit of others.

The fiduciary fund financial statements can be found on page 26 of this report.

Notes to 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.

The notes to the financial statements can be found on pages 27 through 38 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information that further explains and supports the
information in the financial statements.

Required supplementary information can be found on pages 39 through 47 of this report.
Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of Matagorda County, assets exceeded liabilities by $31,524,961 at the close of the
most recent fiscal year.

Sixty-seven percent (67%) of the County’s net assets, $21,151,366, reflects its investment in capital
assets less any debt used to acquire those assets that is still outstanding. The County uses capital
assets to provide services to citizens; consequently these assets are not available for future spending.
Although the County’s investment in its capital assets is reported net of related debt, it should be noted
that the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities. Overall, capital assets increased by
$201,561. Of this $201,561, the most significant areas were in the addition of jail construction of
$1,067,449, the addition of the sheriff administration building in the amount of $1,710,844 and the
recording of depreciation expense of $3,678,226.

The County’s net assets for the years ending December 31, 2007 and 2006 are summarized as follows:

MATAGORDA COUNTY’S NET ASSETS

2007 2006
Current and other assets $ 22,684,240 $ 23,703,100
Capital Assets 22,511,366 22,309,805
Total assets 45,195,606 46,012,905
Current and other liabilities 12,128,090 10,922,547
Long-term liabilities 1,542,555 1,700,310
Total liabilities 13,670,645 12,622,857
NET ASSETS

Invested in Capital Assets,
net of related debt 21,151,366 20,768,339
Restricted for debt service 0 52
Unrestricted 10,373,595 12,621,657
Total net assets $ 31,524,961 $ 33,390,048
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Analysis of the County’s Operations. Governmental activities decreased the County’s net assets by
$1,865,087. Key elements of the decrease include the following:

An increase in property tax revenues of $1,020,216 (12.48 percent) during the year, a result of
increases in assessed values of $698 million.

A net increase in internal service fund expenses of $533,785 for medical and administrative
costs.

Grant revenue increased by $854,000 last year due to Community Improvement Project and
Homeland Security grants with a corresponding increase in expenditures for Public Safety and
Community and Economic Development.

Corrections and Rehabilitation increased by $337,836 in inmate placement costs as a result of
the jail expansion project not being completed by year end.

An increase in the expenses for infrastructure and environmental services as a result of the
change in the method of allocation of infrastructure depreciation to this function.

The following table provides a summary of the County’s operations for the years ended December 31,
2007 and 2006.

MATAGORDA COUNTY’S CHANGES IN NET ASSETS

2007 2006
Revenues:
Program revenues:
Fees, fines and charges for services $ 6,572,279 $ 7,124,909
Operating grants and contributions 1,796,638 942,638
Capital grants and contributions 318,103 49,915
General revenues:
Property taxes 9,194,415 8,174,199
Miscellaneous 104,940 103,303
Unrestricted Investment Earnings 793,926 704,318
Total revenues 18,780,301 17,099,282
Expenses:
General government 2,374,168 2,591,435
Justice system 2,931,754 3,275,243
Public Safety 3,231,579 3,264,707
Corrections & Rehabilitation 2,638,771 2,477,072
Health and Human Services 1,180,040 1,281,386
Community & Economic Development 1,325,564 1,166,624
Infrastructure and Environmental services 6,896,776 3,823,861
Interest on Debt 66,736 23,980
Total expenses 20,645,388 17,904,308
Increase (decrease) in net assets (1,865,087) (805,026)
Net assets — beginning 33,390,048 34,195,074
Net assets — ending $ 31,524,961 $ 33,390,048

Financial Analysis of the County’s Funds

As noted earlier, the County uses fund 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.
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Governmental funds. The general government functions are reported in the General, Special Revenue,
Debt Service and Capital Projects funds. The focus of the County’s governmental funds is to provide
information on current sources, uses, and balances of spendable resources. Such information is useful
in determining the County’s financing requirements. In particular, unreserved fund balance may serve as
a useful measure of a government’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the County’s governmental funds reported combined ending fund
balances of $ 8,477,342. This amount is unreserved or available for spending. Although not reserved,
$1,190,092 has been designated for other uses.

The General Fund is the chief operating fund of the County. The unreserved fund balance of the General
Fund was $7,542,080 in contrast to $10,063,575 in the prior year, a decrease of $2,521,495. As a
measure of the general fund’s liquidity, it may be useful to compare the unreserved fund balance to total
fund expenditures. Unreserved fund balance represents 43.64 percent of total general fund
expenditures. Key factors in the unreserved fund balance decrease from the prior year are as follows:

e Tax revenues were higher due to increases in assessed taxable valuations.

e Intergovernmental revenue increased as a result of additional federal grants with a
corresponding increase in expenditures for Public Safety and Community and Economic
Development.

e Charges to services decreased due to a decrease in the negotiated Emergency Response Fee.

e Transfers out to capital improvement fund increased to cover jail expansion costs.

In 2006 the County added a capital projects fund for the expansion of the existing jail facilities. As of
December 31, 2007, $4,577,449 has been completed on this project with an outstanding commitment
remaining of $452,094.

Proprietary funds. The County has only one proprietary fund type which is an internal service fund.
This internal service fund is used to account for a self-funded health insurance program. The fund for
2007 had operating income of $35,619 as compared to last year's $595,062. The primary contributor to
this decrease in operating income over the prior year was an increase in the claims expense of $559,293.
The contributions remained relatively unchanged as did the administrative and prescription expense.

General Fund Budgetary Highlights. The Commissioners’ Court approved several increases to
budgeted revenues and appropriations. The following areas were affected:

e Intergovernmental revenue increased due to the approval of various local, state and federal
grants, with a corresponding increase in appropriations for Public Safety and Community and
Economic Development.

e Miscellaneous revenue budget was increased from original to final due to insurance recoveries
and for reimbursement for road maintenance from petroleum companies, with a corresponding
increase to Infrastructure & Environmental Services.

e Corrections and Rehabilitation increased due to out of county inmate placement.

e In addition to the amendment mentioned above dealing with miscellaneous revenue,
Infrastructure and Environmental Services increased as a result of re-appropriations of unused
prior year budgets.

Actual Revenues exceeded budgetary estimates and actual expenditures were less than appropriations.
The following areas are the more significant areas noted:

e Intergovernmental Revenue actual exceeded amended estimated revenue as a result of
additional funds for homeland security grants.
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e Actual Charges for Services were over estimated revenue due to increased collections of fines of
the various courts

¢ Investment Income actual exceeded estimated calculations as market conditions were favorable
and interest rates were higher than anticipated.

e As mentioned i