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BROWN, GRAHAM & CONIPANY 
PROFESSIONAL CORPORATlON 
CERTIFIED PUBLICACCOUNTANTS 

P. 0.Box 895 Dimmitt, Texas 79027 
806-647-3 136 Fax 806-647-5325 
E-Mail: dimmittbgc@bgc-cpa.com 

UNQUALIFIED OPINION ON BASIC FINANCIAL STATEMENTS 

lndeaendent Auditor's Report 

To the Honorable Judge and 
Members of the Commissioners Coart of 
Castro County, Texas: 

We have audited the accompanying financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Castro County, Texas (the County) as of and for the year ended September 
30, 2009, 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 an opinion 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 fairiy, in all material respects, the financial position of 
the governmental activities, each major fund, and the aggregate remaining fund information of the County as of 
September 30, 2009, and the respective changes in financial position thered for the year ended in c0nformit.y with 
accounting principles generally accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated November 8, 2010, on our 
consideration of the County's internal control over financial reporting and 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 Governmental Auditing Standards and should be considered in 
assessing the results of our audit. 

The management's discussion and analysis and the budgetary comparison information are not a required part of the 
basic financial statements but are supplementary information required by :he 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 conducted for the purpose of forming opinions on the financial statements that collectively comprise the 
County's basic financial statements. The combining nonmajor fund financial statements are presented for purposes of 
additional analysis and are not a required part of the basic financial statements. The combining nonmajor funds 
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. 

3-, ($dh.md:campany, 9.e. 
Dimmitt, TX. 
November 8,2010 

AMARILLO AUSTIN CANYON DLMMIn GEORGETOWN PAMPA PERRYTON SPEARMAN TULIA 
www.bgc-c a.com

Age 5 of 48 



This page intentionally left blank. 

Page 6 of 48 




IJIANAGEMENT'S DISCUSSION AND ANALYSIS 

As management of Castro County, we ~ f f e rreaders of Castro County's financial statements this narrative overview and 
analysis of the financial activities of Castro County for the fiscal year ended September 30, 2009. 

Financial Highlights 

Government-Wide Financial Statements 

The assets of Castro County exceeded its liabilities at September 30, 2009 by $5,533,680 (net assets). Of 
this amount, $2,177.263 (unrestricted nei assets) may be used to meet the goverr~mel~t'songoing obligcitions 
to citizens and creditors, $1,852,889 (restricted /let assets) legally must be used for expenditures for specified 
purposes, such as road and bridge, library, juvenile probation, etc., and $: ,503,508 of the County's equity is 
invested in capital assets, nct of related debt. 
The County's total debt outstanding at September 30, 2009 is $33,348 which are all capital leases. 
The net assets (equity)of Ihe County increased by $310,680 during the 2009 fiscal year. 

Fund Financial Statements 

As of September 30, 2009, Castro County's governmental funds reported combined ending fund balances of 
$3,887,876, This fund balance reflects an increase of $31 1,462 for the current year. Approximately 58% of 
fund balance, $2,254,466, is available for spendingat the government's discretion. 
At September 30, 2009, reserved fund balances for special revenue funds and prepaid expenses were 
$1,602,163 and $31,247, respectively. 

Overview of the Financial Statements 

This discussion and analysis is intended to serve as an introduction to Castro County's basic financial statements. 
Castro 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 supplementary 
information in addition to the basic financial statements themselves. 

Government-Wide Financial Statements 

The st~temcntof nei ass;ts presents ir1forma:ion on all of Castro County's assets and iiabilities, with the differance 
between the hvo repofled as net assets. Over time, increases or decreases in net assets may serve as a useful 
indicator of whether the financial position of Castro County is improving or deteriorating. 

The statement of activities presents information showing how the government's net assets changed during the mast 
recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the change 
occurs, ~agardlessof the timil-igof relatedc-3sh flows. T h x ,  revenues and evpenses are :epmted in this siatement fcr 
some items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes). 

Ths government-wide financial statements reflect functions of Castro County that are principally s~rpportedby taxes 
and iniergovernmental reveriues (gover~~rne~italactivities). The govenime~italactivities of Castro County include 
general government, jdicial, legal, cublic faciliiies, public safety, hea!th and welfare, and road and bridge. 

The gmernment-wide financial statements can be found on pages 14-15 of this report. 
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CASTRO COUNTY, TEXAS 

MANAGEMENT'S DISCUSSION AND ANALYSIS 


Fund Financial Statements 

A f [ .jut.,- 1 ' IS. n grouping of related accounts that is used to maintain control over resources that have been segregaicd for 
specific activ~ties or objectives. Castro County, like other state ancl local governments, uses fund accounting to ensure 
and dernons!rate complldnce with finance-related lcgal ~'cq~~irenients. All o i  the funcls of Castro Ccunty can be divided 
into thr, cdtegol.ies: governmental funds and fiduciary 1u:ids. 

Governmelital funds. Governrne~itnl funds are ~tsed to act:ount fcr essentially the same functions reported as 
governlnelital activitiss in the government-wide financial statements. tiowever, unlike the government-wide financial 
stat~?nients, governmental fund financial statements focus on near-tcrm i~lflows and o~ltflows of spe~idable resources, 
as wcll as on balances of spendable resources available at the end of the fiscal year. Such informaiion may be useful 
in evaluating a government's near-term financing requi~ements. 

Because the focus on governmental funds is nairower than that of the government-wide financial statements, it is 
~~se fu lto compare the information presented for governmental fulids with similar information presented for 
govenimenbl activities in the government-wide financial statements. By doing so, readers may better understand the 
long-term impact of the govcr~rnetit's near-term financing c!ccisivns. Goth tt-19 governmental funds balance sheet and 
the governmental funds statement of revenues, expenditures, and changes in fund balances provide a reconciliation to 
facilitate this comparisori between govenimenhl fulids and governmental activities. 

Castro Countv maintains two governmental fund types which are the general fund and special revenue funds. 
lnfo~mation is presented separately in the governmental funds balance sheet and in the governmental funds statement 
of revenues, expenditures, and changes in fund balances for the general fund and the road and bridge fund (special 
revenue fund) which are considered to be majcr ftirids. Data from the other non-majsr governmental funds (special 
revenue funds) are cornbinsd into the aggregated presentation. Individual fund data for each of these non-major 
governn~ental funds (special levenue fundsj is provided in the form of combining statements elsewhere in this report. 

The governmental fund financial statements can be found on pages 16-19 of this report. 

Castro County adopts an annual appropriated budget for its general fund, road and bridge fund (special revenue fund), 
and various other special revenue funds. A budgetary comparison statement has been provided for the general fund 
a r~dthe road and bridge fund (special revenue fund) to demonstrate compliance with these budgets on pages 32-33. 

Fiduciary funds. Fiduciary funds are used to account for assets held by the County in a trustee capacity or as an 
agent for other goyernmental units. The County's fiduciary funds are all reported as Agency Funds. Agency funds are 
not reflected in'the government-wide financial statements because the resources of those funds are not available to 
support the County's basic programs. The basic agency fund financial statement can be found on page 20 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 followi~ig the basic financial statements in this report. 

Other Inforrration. The combining statements referred to earlier in connection 1~1th non-major goverrmental funds 
(special revenue funds) and agency funds are presented immediately following the requrred supplementary information. 
Comb;nrng stdtements can be found on pages 36-43 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 the Castro County, assets exceeded liabilities by $5,533,660 at September 30, 2009. 

$1,503,508 of the Castro County's net assets (27 percent) rcflects its investment in capital assets (e.g., land, buildings, 
machinery, and equipment) less any related debt used to acquire those assets that is outstanding. Castro County uses 
these capital assets to provide services to citizens; consequently, these assets are not available for future spending. 
Although Castro County's investment in its capital assets is reported net of related debt, it should be noted that the 
resources needcd to repay this debt must be provided from other sources, since the capital assets themselves cannot 
be used to liquida!~ these liabil~ties. 
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CASTRO COUEITY, TEXAS 

MANAGEMENT'S DISCUSSION AND ANALYSIS 


Castro County's Net Assets 

Gov~~.r~mental 
Activities 

2009 

Cc~~xnmenta l  
Activities 

2008 

Current and other assets 
Capital Assets 

Total Assets 

Lonwterm liabilities 
other liabilities 

Total Liabilities 

33,348 145,996 

Invested in capital assets, ne
Restl'icted 
U!lrestricted 

Total net assets 

t of related debt 

The government's net assets increased by $310,680 during the year ended September 30, 2009. 

Castro County's Changes in Met Assets 

Governmental Governmental 
Activities Activities 

2009 2008 
Revenues: 
Program Revenues: 

Charges for Services 
Operating Grants and Contributions 

General Revenues 
Property Taxes 
Interest Income 
Miscellaneous Income 

Total Revenues 

Expenses 
General Government 
Judicial 
Legal 
Public Facili!ies 
Public Safety 
Health and Welfare 
Road and Bridge 

Total Expenses 

Increase in I-et assets 

Net Assets - beginning 
Net Assets - ending 
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CASTRO COUNTY, TEXAS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

FINANCIAL ANALYSIS OF THE GOVERNMENT'S FUNDS 

As ~;iti:cic-ailier, Ctis!ro County uses fuwi accounting to ensule and demonstrate compliance with finsnce-related legal 
requirements. 

Governrncntal l u ~ ~ d s .'Ilie of Castro Counti's governmerital funds is to provide inf~rmation on near-torinf o c ~ ~ s  
inflows, outflows, and balances of spendnble resources. Such infcrmation is useful in assessing Castro County's 
financing requirements. In particular, unreserved fund bL?lance may serve as a useful measure of a government's net 
resources available for spending at the end of the fiscal year. 

As of September 30, 2009, Castro County's governmental funds reported combined ending fund balances of 
53,887,876. Approxin1a:ely 58 percent of this total amount ($2,254,466) constitutes unreserved fund balance, which is 
available for spendilig at the government's discretion. The remainder of fund balance is reserved for special revenue 
purposes ($1.602.163) a ~ i d  prepaid expenscs ($31,247) to indicate that it is not available for new spending because it 
has already been committed. 

The general fund is :he chief operating fund of the CounPj. The unreserved fund balance represe:its 9996 of the tgtal 
general f~ ind expenditures or approximately 12 niontlis of operating equity. 

Fund Budgetary Highlights 

The original budget for the General fund reflected a deficit of $121.592, which drew upon fund balance. Amendments 
to the original budget reilected an increase in expe~iditures, causing the final budget to show a deficit of $1 91,092. 'The 
actual expenditures were $41 1,765 less than t%e final budgeted amounts, and actual revenues were $28,260 more 
than was budgeted, resulting in a favorable variance of $440,025. 

In the Road and Bridge fund (special revenue fund), the original budget reflected a deficit of $89,384 which drew upon 
the fund balance. The final amended budget did not change from the original budget. The actual expenditures were 
$156,325 less than the final budgeted amounts, and actual revenues were $4,576 more than was budgeted, resulting 
in a favorable variance of $160,901. 

CAPITAL ASSET AND DEBT ADMINISTRATION 

Capital Assets. Castro County's investment in capital assets for its governmental activities as of September 30, 2009, 
alnounts to $1,536,856 (net of accumulat~d depreciation). This investment in capital assets includes land, buildings 
2nd improvements, and furniture and equipment. The County's infrastructure assets have not been capitalized at 
September 30,2009. 

Castro County's Capital Assets 
(Net sf depreciation) 

Governmental Governmental 
Activities Activ~ties 

2099 2008 

Land 
Buildings 
Furniture and equipment 

Total $ 1,536,856 $ 

Additional information on Castro County'; capital assets can be found in Note 3 on of this report. 
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CASTRO COUNTY. TEXAS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

CAPITAL LEASES PAYABLE 

Capitsl Leases Payable. At Sepknber 30, 2699, :he County liad total leases payable of 533,3@ 

The County's overall lease payable decreased by $112,648 during the year encled September 30, 2009. There were 
no new capital leases o~igiriatingd~iringthe current year. Additional infolmation on Castro Cotit;ty's leases payable 
can be found in IVote 4 following the basic financial statements in this report. 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES 

The agriculture economy in the region is stable. 
The County continues to upgrade equipment so that the services to our citizens can be provided without 
interruption. 
The County promotes and encourages economic development to improve the economy. 
Castro County's goal is to improve the quality of life of all its citizens. 

All of these factors were considered in preparing Castro County's budget for the 2010 fiscal year. 

Requests for Information 

This financial report is designed to provide a general overview of Castro County's finances for those with an interest in 
the government's finances. Questions concerning any of the information provided in this report or requests for 
additional financial information should be addressed to the County Auditor, Castro County Coutthouse, 100 E. Sedford, 
Dimmitt, Texas 79027. 
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Basic Financial Statements 
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Castro County, Texas 
Statement of Net Assets 

September 30, 2009 

Assets: 
Cash and cash equivalents 
Receivables: 

Property Tax (net) 
Sales tax 
Due from agency funds 

Prepaids 
Capital assets, net 

Primary Government 
Governmental 

Activities 

Total Assets 

Liabilities 
Accounts payable and accrued expenses 
Due to others 
Due to state 
Non-current liabilities: 

Lease payable due in one year 
Lease payable due in more than one year 

Total Liabilities 

Net Assets: 
Investment in capital assets, net of related debt 
Restricted for special revenue 
Unrestricted 

Total Net Assets 

The accompanying notes are an integral part of these financial statements. 
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- - - - - - - 

Castro County, Texas 

Statement of Activities 


For the Year ended September 30,2009 


Primary 

Function!Prograln Expenses 

Program Reven~ies 
Operating 

Charges for Grants and 
-Services Contributions 

Go\/ernment 

Governmental 
Activities 

Primary Government 
Governmental activities 
General government 
Judicial 
Legal 
Public facilities 
Public safety 
Health and welfare 
Road and bridge 

Total governmental activities 

$ 1,086,676 
1 58,410 
83,953 

129,301 
1,162,523 

13,508 
1,163,570 
3,797,971 

$ 113,900 $ 21,303 
35,982 20,700 

3,290 26,525 
4,894 1 01,433 

11 8,065 257,656 

508 649 
784,780 427,617 

$ (951,473) 
(101,728) 
(54,168) 
(22,974) 

(786,802) 
(1 3,508) 

(654,921) 
(2,585,574) 

Total primary government $ 3,797,971 $ 784,780 $ 427,617 

General revenues: 
Property taxes, other taxes, penalties 2,744,008 

Interest income 41,853 
Miscellaneous income 1 10,393 

Total general revenues 2,896,254 

Change in net assets 31 0,680 

lNet assets- beginning 5,222,980 

Net assets- ending $ 5,533,660 

The accompa~ying notes are an integral part of these financial statements. 
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Castro County, Texas 
Balance Sheet 

Governmental Funds 
September 30, 2009 

Assets: 
Cash and cash equivalents 
Receivables: 

Property Tax 
Sales tax 
Due from agency funds 
Due from others 
Due from other funds 

Prepaids 

General 
Fund 

Road and 
Bridge 
Fund 

Nonmajor 
Governmental 

Funds 

Total 
Gover11rnen:al 

Funds 

Total Assets 

Liabilities 

Accounts payable and accrued expenditures 
Due to others 
Due to state 
Due to other funds 
Deferred revenue- taxes 

$ 62,802 
230 

20,136 

107,599 

$ 49,945 

35,143 

$ 35,677 
28,337 

82,545 

$ 148.424 
28,567 
20,136 
82,545 

142,742 

Total Liabilities 190,767 85,088 146,559 422,414 

Fund Equity 
Unreserved, reported in general fund 
Reserved for prepaids 
Reserved for special revenue 

2,254,466 
18,381 9,803 

1,136,575 
3,063 

465,588 

2,254,466 
31,247 

1,602,163 

Total Fund Equity 2,272,847 1,146,378 468,651- 3,887,876 

Total Liabilities and Fund Equity 

The accompanying notes are an integral part of these financial statements. 
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Castro County, Texas 

Reconciliation of the Governmental Funds Balance Sheet 


to the Statement of Net Assets 

September 30,2009 


Total Fund Balances- Governmental Funds 

Amounts reported for governmental activities iil the statement of net assets 
are different because: 

Capital assets used in governmental activities are not financial resources and, 
therefore, are not reported in the governmerltal funds balance sheet. The net 
effect is to increase net assets. 

Other long-term assets are not available to pay for cl~rrent-period expenditures, 
therefore, are deferred in the governmental funds. Deferred revenue is 
recognized in the government-wide financial state~net:ts. This results in an 
increase in net assets. 

Long-term liabilities, including leases payable, and accrued expenses associated 
with these long-term liabilities, includirlg accrcled interest, are not due and payable 
in the current period and therefore are not repotted in the governmental funds. 
The net effect is a decrease in net assets. 

Net assets in Governmental Activities 

The accompanying notes are an integral part of these financial statements. 
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Castro County, Texas 
Statement of Revenues, Expenditures and Changes in Fund Balance 

Governmental Funds 
For the Year Ended September 30,2009 

General 
Fund -- 

Road and 
Bridge 
Fund 

Non~najor 
Governmenial 

Funcls 

Total 
G~vernmental 

F~lnds 

Revenues: 
Intergovernmental 
State and Feclcral 
Prope~ty !axes, other taxes and penalties 
Interest earnings 
Fees and charges for services 
Finos and forfeitures 
Rent and utilities 
Other miscellaneous 

Total Revenucs 2,486,275 1 ,196,036 408,720 4,091,031 

Expenditures: 
Current: 

General government 
Judicial 
Legal 
Public facilities 
Public safety 
Health and welfare 
Road and bridge 

Capital Outlay 

Total Expenditures 

Excess of Revenues over (under) Expenditures 248,933 71 :517 (10,061) 310,389 

Other Financing Sources (Uses): 
Sale of Assets 
Interfund Transfers In (Out) 

Total Other Financing Sources (Uses) 1,073 1 ,973 

Net Change in Fund Balance 248,933 72,590 (1 0,060) 31 1,462 

Fund Balance- Beginning of Year 2,023,914 1,073,788 478,71 1 3,576,413-
Fund Balance- End of Year 

The accompanying notes are an integral part of these financial statements. 
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Castro County, Texas 

Reconciliation of the Governmental Funds Statement of Revenues, Expenditures, 


and Changes in Fund Balance to the Statement of Activities 

For the Year ended September 30, 2009 


Net Change in Fund Salances- Governme11:al Funds 

Amounts reported for governmental activities in the statement of net assets 
are different because: 

but they are shown as increases in capital assets in the government-wide 

financial statements. The net etfect of including capital outlays is to increase 

net assets. 


Depreciation expense is not reflected in the governmental funds, but is recorded 
in the government-wide financial statements as an expense and 211increase to 
accumulated depreciation. The net effect of current year depreciation expense 
is to decrease nat assets. (281,738) 

Revenue from property taxes and court fines are recognized in the fund financial 

statements 07 the modified accrual basis but are recognized on the accrual 

basis in the government-wide financial statements. The net effect is to increase 

net assets. 


Current year proceeds from the trade of fixed assets are not shown as revenue 

in the fund financial statements. The net effect is to decrease net assets. 


Current year capital lease principal payments are expenditures in the fund 

financial statements, but are shown as reductions on lease payables in the 

government-wide financial statements. The effect is to increase net assets. 


Accrued interest on capital leases is not due and payable in the current period 
and therefore are not reported in the governmental funds, but because the 
accrued expense is less this year than last, the net effect is to increase net 2,285 

Change in Net Assets of Governmental Activities $ 310,680 

The accompanying notes are an integral part of these financial statements 
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Castro County, Texas 
Statement of Fiduciary Net Assets 

Fiduciary Funds 
For the Year ended September 30,2009 

Assets 

Agency 
Funds 

Cash and cash investments 

Total Assets 

Liabilities 

Due to others 

Cue to Stata 

Due to other funds 

Total Liab~lities 

The accompanying notes are an integral part of these financial statements. 
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CASTRO COLINTY, TEXAS 

NOTES TO FINANCIAL STATEMENTS 


Note 1: SUMMARY OF SIGNIFICANT PCCOC'NTING POLICIES 

The financial statements of Castro County, Texas (the County) have been prepared in conformity 
with accounting principals generally accepted in the United States of America (GAAP) as 
applicable to governmental units. The Governmental Accounti~ig Stendards Board, (GASB) is the 
accepied standard setting body for establishing governmental accou~iting and financial reporting 
principles. 'The more significant accounting policies are described below. 

A. Reporting Entity 

The authority of county governments and their specific functions and responsibilities are created by 
and dependent upon laws and legal regulations of the Texas State Constitution. The County is 
governed by the Commissioner's Court, which is made up of four commissioners and the County 
Judge in accordance with Article 5, Paragraph 18 of the Texas Constitution. The County is not 
included in any other governmental "reporting entity" as defined by Governmental Accounting 
Standards Board ("GASB"), Statement No. 14, "The Financial Reporting Entity." There are no 
component units included within the reporting entity. 

The County provides the following services to its citizens: public safety (law enforcement and 
detention, and fire prevention), public transportation (roads and bridges), health and welfare, 
culture and recreation facilities, judicial and legal, and general and financial administrative services. 

B. Government-Wide and Fund Financ!al Statements 

Government-wide financial statements. The government-wide financial statements (i.e., the 
statement of net assets and the statement of activities) report informaiion on all of the non-fiduciary 
activities of the primary government. For the most part, the effect of Interfund activity has been 
removed from these statements. 

The Statement of Activities demonstrates the degree to which the direct expenses of a given 
function or segment is offset by the program's revenues. Direct expenses are those-that are clearly 
identifiable with a specific function or segment. Program revenues include 1) charges to customers 
or applicants who purchase, use, or directly benefit from goods, services or privileges provided by 
a given function or segment and 2) grants and contributions that are restricted to meetinq the 
operational or capital requirements of a particular function or segment. Taxes and other items not 
properly included among program revenues are reported instead as general revenues. 

Fund financial statements. The County uses funds to report on its financial position and the 
results of its operations. Separate fund financial statements are provided for governmental funds 
and fiduciary funds, even though the latter are excluded from the government-wide financial 
statements. Major individual yovernmental funds are reported as separate columns in the fund 
financial statements. 
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CASTRO COUNTY, TEXAS 
NOTES TO FINANCIAL STATEMENTS 

Note 1: SUMR?ARY OF SIGNIFICANT ACCOUNTING POLICIES - conti17ued 

C. Measurement Focus, Basis of Accounting, and Financial Statenlent Presentation 

The government-wide financial statements are reported using ihe economic resources 
~neasurement focus and the accrual basis of accounting, as are the fiduciary fund financial 
statements. Revenues are recordsd when earned and expenses are recorded when a liability is 
incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenue 
as soon as all eligibility requirements imposed by the provider have been met. 

Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting. Revenues are recognized as 
soon as they are both measurable and available. Revenues are considered to be available when 
they are collectible within the current period or soon enough thereafter to pay liabilities of the 
cun.~ntperiod. For this purpose, the government considers revenues to be available if they ere 
collected within 60 days of the end of the current fiscal period. Expenditures generally are 
recorded when a liability is incurred, as under accrual accounting. However, debt service 
expenditures, as weil as expenditures related to compensated absences and claims and 
judgments, are recorded only when payment is due. 

Property taxes, fines, interest revenue, and revenue received from various governmental entities 
associated with !he current fiscal period are all considered to be susceptible to accrual and so have 
been recognized as revenues of the current fiscal period. Sales taxes collected and held by the 
state at year-end on behalf of the County also are recognized as revenue. All other revenue items 
are considered to be measurable and available only when cash is received by the government. 

Governmental Fund Types 

The government reports the following major governmental funds: 

General Fund - The General Fund is the general operating fund of the County. It is used to 
account for all financial resources of the general government, except those required to be 
accounted for 117 another fund. 

Road and Bridge Fund - The Road and Bridge Fund is a special revenue fund of the County. It is 
used to account for the expenditures of the four different precincts and for the highway and street 
expenditures. 

Non-major Governmental Funds - Special Revenue Funds are used to account for the proceeds of 
specific revenue sources (other than special assessments, expendable trusts, or major capital 
projects) that are legally restricted to expenditures for specified purposes. 

Fiduciary Fund Type - Agency Fund 

Fiduciary funds are used to account for assets held by the County in a trustee capacity or as an 
agent for individuals, private organizations, other governments, and/or other funds. Agency funds 
are custodial in nature (assets equal liabilities) and do not involve measurement of results of 
operations. Formal budgetary accounting is not required for fiduciary funds. Since by definition, 
these assets aie being held for the benefit of a third party and cannot be used to address activities 
or obligations of the government, these funds are not incorporated in the government-wide financial 
statements. 
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CASTRO COUNTY, TEXAS 
NOTES TO FINANCIAL STATEMENTS 

Note 1: SLIhIMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 

C. Measureme~it Focus, Basis of Accounting, arid Financial Statement Presentatio~i (cont.) 

Private-sector standards of accounting and financial reporting issued prior to Deceniber 1, 1989, 
generally are followed in the government-wide financial statements to the extent that those 
standards do not conflict with or contradict guidance of the Governmental Accounting Standards 
Board. Governments also have the option of following subsequent private-sector guidance for their 
business-type and enterprise funds, subject to this same limitation. The County has no business 
type or enterprise funds. 

Amounts reported as program revenues include 1) charges to customers or applicants for goods, 
services or privileges provided, 2) operating grants and contributions, and 3) capital grants and 
contributions, including special assessments. Internally dedicated resources are reported general 
revenues rather than as program revenues. Likewise, general revenues include all taxes. 

D. Budgets 

The County follows these procedures in establishing budgetary data reflected in the financial 
statements: 

Public hearings are conducted at the Castro County Courthcuse to obtain taxpayer 
co~nments. Prior to October 1, the budget is legally enacted through adoption of an crrler 
by the Commissioners' Court. Budgets are adopted for the general fund and most special 
revenue funds. All budget amendments are approved by the Commissioners' Court. 

The budgeted amounts presented in these statements are as originally adopted, or as 
amended, by the Commissioners' Court during the year ended September 30, 2008. 

E. Use of Estimates 

The preparation of financial statements in conformity with U.S. generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain reported 
amounts and disclosures. Accordingly, actual results could differ from those estimates. 

F. Rounding 

The amounts on these statements have been rounded individually, therefore some columns may 
not total due to rounding. 
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CASTRO COUNTY, TEXAS 
NOTES TO FllVAlVClAL STATEMENTS 

Note 1: SUMhfARY OF SIGNIFIC,?NT ACCOUNTING POLICIES - continued 

G. Cash and Investments 

In compliance with the Pl~blic Funds Investnlent Act, the County has adopted a deposit and 
investment policy that does address the following risk: 

Concentration of Credit Risk: As of September 30, 2009, the County had the following 
cash and cash 
equivalents: 

equivalents, which represents all of the County's cash and cash 

First United Bank 
Peoples Bank 
HTFCU 

Demand and Time Deposits 
Time Deposit 
Time Deposit 

$1,231,016 
$2,723,343 
$ 235,054 

Custodial Credit Risk: Deposits are collateralized with securities held by the pledging 
financial institution's trust department or agent but not in ihe government's name. 

Interest Rate Risk: The County's policy provides that the maximum allowable stated 
maturity of any individual investment owned by the County shall not exceed one year from 
the time of purchase. 

Credit Risk: State Statutes authorize the County to invest in (1) obligations of the U.S. 
Treasury, certain U.S. agencies and the State of Texas; (2) certificates of deposits, (3) 
certain municipal securities, (4) money market savings accounts, (5) repurchase 
agreements, (6) bankers acceptances, (7) Mutual Funds, (8) Investment pools, (9) 
guaranteed investment contracts, (10) and common trust funds. The County's policies 
further limit its investment choices to obligations of or guaranteed by governmental entities, 
certificates of deposit, fully collateralized repurchase agreements, a securities lending 
program, banker's acceptances, commercial paper, no-load money market mutual funds 
and no-load mutual funds, a guaranteed investment contract as an investment vehicle for 
bond proceeds, and public fu~?ds investment pools, all as permitted by Texas Government 
Codes. 

Cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term 
investments with original maturities of three months or less from the daie of acquisition. 

The County's funds are required to be deposited and invested under the terms of a depository 
contract. The depository bank deposits for safekeeping and trust with the County's agent bank, 
approved pledged securities in an amount sufficient to protect county funds on a day-to-day basis 
during the period of the contract. The pledge of approved securities is waived only to the extent of 
the depository bank's dollar amount of Federal Deposit Insurance Corporation (FDIC) insurance. 
The County's cash deposits ai September 30, 2009 were entirely covered by the FDIC insurance or 
by pledged collateral held by the County's agent bank. 
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CASTRO COUNTY, TEXAS 
NOTES TO FINANCIAL STATEMENTS 

Note 1:  SUMMARY OF SIGNIFICANT ACCOUNTING FOLlClES - ccntinued 

H. Receivables and Payables 

Activity between funds that are representative of lendingiborrowing arrangemenis outstanding a? 
the end of the fiscal year are referred to as either "due toifrom other funds" (i.e., the current pol.tion 
on Interfund loans) or "advances toifrom other funds (i.e., the nomcurrent portion of Interfund 
loans). 

Taxes are levied on October 1 in conformity with Subtitle E, Texas Property Code. Taxes are due 
on receipt of the tax bill and are delinquent if not paid before February 1. Property taxes attach as 
an enforceable lien as of January 1 to secure the payment of all taxes, penalties, and interest 
ultimately imposed. The Castro County Appraisal District assesses and collects property taxes for 
the County. The County is permitted by the Municipal Finance Law ot the State to levy taxes up to 
$1.20 per $100 of appraised valuation for general services, permanent improvements, lateral road, 
jury, and other operational purposes. Additional taxes may be levied for the payment of principal 
as established by the Attorney General of the State of Texas. The tax rate for the year ended 
September 30, 2009 was $.701 per $100 valuation. 

All receivables are shown net of an allowance for uncollectible amounts. 

I. Capital Assets 

Capital assets, which include property, plant, and equipment, are reported in the governmental 
activities column in the government-wide financial statements. The County's policy is to capitalize 
assets costing $5,000 or greater. All capital assets are valued at their historical cost or estimated 
historical cost if actual historical cost is not available. Donated assets are valued at their fair 
market value on the date donated. Repairs and maintenance are recorded as expenses. 
Renewals and betterments which materially extend the useful lives of the capital assets are 
capitalized. 

Depreciable capital assets are depreciated using the straight-line method over the asset's 
estimated useful Ide as follows: 

Buildings 25-40 years 

Improvements other than buildings 10-20 years 

Equipment 3- 12 years 


J. Long-Term Debt 

In the government-wide financial sta:ements, long-term debt is reported as a liability in the 
governmental activities column. The only long-term debt the County has is capital leases on 
County motor graders. 

K. Fund Equity 

In the fund financial statements, governmental special revenue funds report reservations for 
amounts that are not available for appropriation or are legally restricted by outside parties for use 
for a specific purpose. 

When both restricted and unrestricted resources are available for use, it is the government's policy 
to use restricted resources first, then unrestricted resources as they are needed. 
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CASTRO COUNTY, TEXAS 
NOTES TO FINANCIAL STATEMENTS 

Alote 2: RETIREMENT PLAN 

Plan Description 
The County provides retirement, disability, and death benefits for all of its full-time employees 
through a nontraditional, defined benefit pension plan in the slatewide Texas County and Distr~ct 
Retirement System (TCDRS). TIie Board of Trustees of TCDRS is responsible for the 
administration of the statewide agent multiple-employer public employee retirement system 
consisting of 553 nontraditional defined benefit pension plans. TCDRS in the aggrepte issues a 
comprehensive annual financial repolt (CAFR) on a calendar year basis. The CAFH is available 
upon written request from the TCDRS Board of Trustees at P.O. Box 2034, Austin, Texas 78768- 
2034. The plan provisions are adopted by the governing body of the County, within the options 
available in the Texas State statutes governing TCDRS (TCDRS Act). Members can retire at ages 
60 and above wi:h 8 or more years of service, with 30 years of service regardless of age, or when 
the sum of their age and years of service equals 75 or more. Members are vested after 8 years of 
service but rnust leave their accuinillated contributions in the plan to receive any employer- 
financed benefit. Members who withdraw their personal contributions in a lump sum are not 
entitled to any amounts contributed by their employer. 

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

Fundina Policv 
The Countv has elected the annuallv determined contribution rate (ADCR) ~ l a n  ~rovisions of the 
TCDRS ~ d t .  The plan is funded by-monthly contributions from both employee members and the 
employer based on the covered payroll of employee members. Under the TCDRS Act, the 
contribution rate of the employer is actuarially determined annually. The employer contributed 
using the actuarially determined rate of 7;23% for the months of the accounting year in 2009, and 
7.45% for the months of the accounting year in 2008. The contribution rate payable by the 
employee members for calendar years 2009 and 2008 was 736 as adopted by the governing body 
of the Cctinty. The employee contribution rate and the employer contribution rate may be changed 
by the governing body of the employer within the options available in the TCDRS Act. 

Annual Pension Cost 
For the County's accounting years ending September 30, 2009 and 2008, the annual pension cost 
for the TCDRS plan for the Counly was $114,658 and $ 117,554, and the actual employee 
contributions were $1 11,538 and $1 04,411, respectively. 

The annual required contributions were actuarially determined as a percent of the covered payroll 
of the participating employees, and were in compliance with the GASB Statement No. 27 
parameters based on the actuarial valuations as of December 31, 2007 and December 31, 2008, 
the basis for determining the contribution rates for calendar years 2008 and 2009. The December 
31, 2008 actuarial valuation is the most recent valuation. 
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CASTRO COUNTY, TEXAS 
NOTES TO FINANCIAL STATEMENTS 

Note 2: RETlRERlE,\/T PLAN - coniinued 

Actuarial Va!uatio~? Information 
Actuarial valuatiori date 1 2!3 1 /06 12!31.'07 

Actuarial cost method entry age entry age entry age 
Amortization method level percentage level percentage level percenlage 

of payroll, open of payroll, closed of payroll, closed 
Amortization period in years 15 30 20 
Asset valuation method SAF: 10 yrs SAF: 10 yrs SAF: 10 yr 

Smoothed value; smoothed value; smoothed value; 
ESF: fund value ESF: fund value ESF: fund value 

Actuarial Assumptions: 
Investment return' 
Projected salary increases* 
Inflation 
Cost of living adjustments 

'Includes inflation at Ihe stated :ate 

Trend Information 
for the Retirement Plan for ths Emplovees of Castro County 

Accounting Annual Percentage Net 
Year Pension of APC Pension 

Ending Cost (APC) Contributed Obligation 
September 30,2009 $114,658 100% -0-
September 30, 2008 $1 17.554 10096 -0-
September 30,2007 $119,105 1 0O0h -0-

Schedule of Funding Progress for the Retirement Plan 
Lor the Elnplovees of Castro C O U J  

(a) (b) 
Actuarial 

@-a) (c) ((b-a)/c) 
UAAL as a 

Actuarial Actuarial Accrued Unfunded Annual Percevtage 
Valuation Valce of Liability AAL Funded Covered of Covered 

Date Assets (AAL) (UAAL) Ratio Payroll Payroll 
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CASTRO COUNTY, TEXAS 
NOTES TO FINANCIAL STATEMENTS 

Note 3: CHANGES IN CAPITAL ASSETS 

The changes in capi!al assets for the year ended September 30, 2009 are as follows: 

Balance Balance 
October 1, September 30, 

2008 Additions De!etions 2009 
Capital Assets 
Land (not depreciated) $ 14,388 $ 14,388 
Buildings 899,457 899,457 
Furniture and equipment 2,782,584 158,722 (25,000) 2.91 6,306 

Total capital assets 3,696,429 158,722 (25,000) 3,830,151 

Less accurnulated depreciation for: 
Buildings 583,684 17,551 601,234 
Furniture and equipment 1,446,895 264,187 (1 9,021) 1,692,061 

Total accwnulated depreciation 2,030,579 281,738 (1 9,021) 2,293,295 

Governmental activities capital assets, net $ 1.665,850 $ 1.536.856 

Depreciativn expense was charged to functions/programs of the primary government as follows: 

Governmental Activities 

General government 

Public facilities 

Public safety 

Road and bridge 

Library 


Note 4: OBLIGATIONS UNDER CAPITAL LEASES 

The following is a summary of long-term debt transactions of the County for the fiscal year ended 
September 30, 2009: 

Balance Balance 
October 1, September 30, Due within 

2008 Additions Retirements 2009 one year 
Governmental activities: 

Capital lease payable S145,9.%- .-S - A 2  -$ l 1 2 B  -$ i a Z 8  - $_l&.3!3Q 
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CASTRO COUNTY, TEXAS 
NOTES TO FINANCIAL STATEbIENTS 

Note 4: OBL1C;AT;ONS UNDER CAPITAL LEASES- cor?tinued 

The County is cul-re~itly making payments on c,z!piial ieasas for several motor graders. The 
agreements require annual payments of $18,208 over the nsxt two years. Interest paid on the 
capital leases is 5 . 5 O . 6 .  Total interest ?xpense arnotinied to $5,166 for the year erlded Septe!nkr  
30, 2003. Future minimum lease cornmitrnents under the lease agreements are as follows: 

--	Year 

2010 


Less: Amount representing interest 

Present ?/alae of rr!inimum lezse payments 

Total equipment, net of acc i~m~la ted 	 Reiateddepreciation, under capital lease is $1 14,564. 
amortization, in the amount of $25,459, is included in depreciation expense. 

Note 5: RISK MXIVAGEMENT 

The County is exposed to various risks of loss related to torts: theft of, damage to, and destruction 
of 	 assets; errors and omission; and natural disasters. During fiscal year 2009, the County 
purchased commercial insurance to cover general liabilities. There were no significant reduct~ons 
in coverage in the past fiscal year and there were no settlements exceeding insurance coverage for 
each of the past three fiscal years. 
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Castro County, Texas 
Statement of Revenues, Expenditures, and Changes in  Fund Balance- Budget and Actual 
General Fund and Road and Bridge Fund 
For the Year ended September 30,2009 

Revenues: 
Intergovernlnental 
State and Federril 
P~operty taxes, other taxes and pcrialties 
Interest earnings 
Fees and charges for selvices 
Fines and forfeitures 
Rent and utilities 
Other m~scellaneous 

01.iyinal 
Budget 

F1n.-11 
(Budget Basis) 

Act~.~al 
F:IVOI able 

iUnfavsmLle)-

Total Revc-l:~les 

Expenditures: 
Current: 
General government 
Judicial 
Legal 
Public facilities 
Public safety 
Health and welfare 
Road and bridge 

Capital Outlay 

Total Expenditures 

Excess of Revenues over (under) Expenditures (121.592) (191,092) 248.933 440,025 

Other Financing Sources (Uses): 
Sale of Assets 
Intevf~.~ndTirlnsfers In (Out) 

Totsl Qther Financing Sources (Uses) 

Net Change In Fund Balal;i:e (i21,592) ( I 91,092) 248.933 440.025 

Fund Balance- Beginning of Year 2.023.914 2,(?23.314 2,023,914 

Fund Balance- End of Year 
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Road and Briclge 
\/al~l~.lflce 

B~~dget  (Budget Basis) F;vc;ra ble 
Orig~nal Final c t r ! a l  (Uq:avornble) 
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Combining Fund Statements 
and Schedules 
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Castro County, Texas 
Combining Balance Sheet 
Non-Major Governmental Funds 
September 30, 2009 

Assets: 

Check an.J 
S~ght Fuid 

Courthouse 
Security 

Records 
PAanagernent 

Law 
Library Library 

Juvenile 
prclxtion 

Casli and cash 
equ~valents 
Prepnlds 
Due from cther funds 
Other Current Assets 

$ 22,265 

1.397 

$ 47.555 92,017 $ 12.048 $ 135,009 
1.2'25 

530 

$ 131.971 
1,833 
1.642 

Total Assets S 23662 S 47.555 S 92.017 $ 12.048 S 136,764 $ 185,451 

Liabilities 

Accounts payable 
Due to Others 
Due lo other funds 

$ - $ 28,379 $ - $ 1,654 
1,572 

$ 5.607 
17,954 
57,715 

Total Liabilities 28.379 3.226 81,276 

Fund Equity 

Reserved tor prepaids 
Reserved fund balances 23,662 47,555 63,638 12,048 

1.225 
132,313 

1.858 
1 02,337 

Total Fund Balance 23,662 47.555 63.638 12.048 133.538 1 04,175 

Total Liabilities and Fund 
Balance $ 23,662 $ 47.555 $ 92,017 $ 12,048 $ 136,764 $ 185,451 
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Castro County, Texas 
Combining Balance Sheet 
Non-Major Governmental Funds 
September 30, 2009 

C r ~ ~ n e  
Line 

Assets: 

Sunnyside 
D n ~ n  

Payroll 
Fund 

Emergency 
Management 

Cclife~ence& 
Tiaining 

Totals 
Nonmajor 

Governr~ental 
Funds 

Cash and cash 
equivalents 
Prepaids 
Due from other funds 
Other Currelit Assets 

$ 3,073 $ 843 $ 23.232 

10,409 

5 11,434 $ 90 $ 598.169 
3.063 
3.569 

10,409 

Total Assets $ 3,073 $ ,343 $ 33.641 S 11.444 'S 90 615,210 

Liabilities 

Accounts payable 
Due to Otliers 
Due to other funds 

$ 37 $ - $ -
8,811 

24,830 

$ - $ - $ 35,677 
28,337 
82,545 

Total Liabilities 

Fund Equiiy 

Reserved for prepaids 
Reserved fund balances 3,036 843 11,444 90 

3.063 
465.588 

Total Fund Balance 3,036 843 11.444 90 468,651 

Total Liabilities and Fund 
Balance $ 3,073 $ 843 $ 33,641 $ 11,444 $ 90 $ 615,210 
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Castro County, Texas 
Combining Statement of Revenues, Expenditures, and Changes in Fund Balance 
Nan-Major Governmental Funds 
For the Year ended September 30, 2009 

Rcvenues 

Check and 
Sight F~knd 

Caulthouse 
Securi:y 

Rec.3rds 
Maragenicnt 

L a j ~  
L1b17ry Library 

Jiwenlle 
Probation 

Fcrs and charges for services 
Tilxes 
Ir~!ergovernmental 
State and Fdera l  
Interest earnings 
Sale of labor dnd materials 
Other miscellaneous 
Forfeitures and settlements 

Total Revenues 

Expenditures 
Cul'rcint: 

Salaries and benefits 
Supplies 
Othsr operating 

Capital Outlay 
Total Expenditures 

Excess (Deficit) of Revenues 
Over Expenditures (4.824) 4,897 i20,7G9) 1.684 16,080 426-

Net Change in Fund Balance (4,824) 4.897 (20,769) 1.684 16.080 426 

Fund Balance- Beginning of Year 28.486 42<658 84.407 10,364 1 17,458 103,749 

Fund Balance - End of Year $ 23,662 $ 47,555 '% 63.638 $ 12,048 $ ' 133,538 $ .104.175 
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Castro County, Texas 
Combining Statement of Revenues, Expenditures, 3nd Changes in Fund Balance 
Non-Major Governmental Flunds 
For the Year ended September 30, 2C09 1-olal 

R C Y ~ ~ U P S  

Crl~ne 
Line 

Sdr11-yr.lde 
Dam 

Payroll 
Fund 

Erncryency 
Managerent 

C
3rd  T ~ a l ~ l n y  -

anferencs 
Non-PJa,or 

Governrner!L,+I 
Funds 

Fees and cha~ges for serviccs $ 

Taxes 
In:ergcvernmt.ntal 
Statc and Fedcral 
1i;terest earnings 
Sale of labcr and ~iiaterials 
Other ~iscellancous 
Folfcitures and settlements 

Tot i i  Revenues 

? ,137 S - S 

1.037 

- S S 

19,000 

-

386 

$ 

-

35,543 

0.534 
408.721 

Expenditures 
Current: 

Salaries znd benefits 
Supplies 
Other operating 

Capital Outlay 
Total Expenditurs 

1,693 

1.693 

657 

,;57 
32.556 
.32,556 

822 
0 

322 

200,324 
3.322 

133,847 
80.668 

.I 13.78: 

Excess (Deficit) of Revenues 
Over Expenditures 1656) (657) (1 3,556) - 64 (10,060) 

Net Change in Fund Balance (656) (657) (13,556) 64 (l.G,OGO) 

Fund Balance- Beginning of Year 3.692 1.500 25,000 26 478,711 


Fund Balance - End of Year $ 3,036 $ 843 $ - $ 11.444 $ 90 $ 468,651 


Page 42 of 48 



Castro County, Texas 
Combining Statenlent cf Changes in  Assets and Liabilities 
All Agency Funds 
For the Year ended September 30, 2039 

Balance 
October I ,  

2008 Additians -- Deductions 

Ea'ailce 
September 33, 

3009 

Tax Assessor Collector 
Assets: 

Cash and cash equivalents 
Total Assets 

Liabilities: 
Due to State 
Due to Others 
Due to other funds 

Total L~abilities 

Court Deposits 
Assets: 

Cash and cash equivalents 
Total Assets 

Liabilities: 
Due to others 

Total Liabilities 

Bail Bond Securi!y 
Assets: 

Cash and cash equivalents 
Total Assets 

Liabilities: 
Due to others 

Total Liab~lities 

Juvenile Probation Restitution 
Assets: 

Cash and cash equivalents 
Total Assets 

Linbilitios: 
Due :o otkers 

Total Liabilities 

County At:orney 
Assets: 

Cnsl; and cash equiv?lents 
Total ASS& 

Liabilities: 
Due tci O i h ~ r s  

Total L~nb!lities 

Tctal All Agency Funds 
Assets: 

Cash and cash equiva!ents 
Total Asse:s 

I-iabilities: 
Due to state 
Due to others 
Dlie to other funds 

Total L~abilities 
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BROWN, GRAHAM & COMPANY 
PROFESSIONAL CORPORATION 
CERTIFIED PUBLICACCOUNTANTS 

P.0.Box 895 Dimmitt, Texas 79027 
806-647-3136 Fax 806-647-5325 
E-Mail: dimmittbgc@bgc-cpa.com 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND 
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 

ACCORDANCE WITH GOVERNMENT AUDlTlNG STANDARDS 

To the Honorable Judge Sava, County Judge 
and Members of the CommissionersCourt 

Castro County, Texas 

We have audited the financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Castro County, Texas (the County) as of and for the year ended 
September 30, 2009, which collectively comprise Castro County, Texas's basic financial statements and 
have issued our report thereon dated November 8,2010. We conducted our audit in accordance with 
auditing standards generally accepted in the United States of America and the standards applicable to 
financitil audits contained in GovernmentAuditing Standards, issued by the Comptroller General of the 
United States. 

Internal Control Over Financial Reportinq 

In planning and performing our audit, we considered the County's internal control over financial reporting as 
a basis for designing our auditing procedures for the purpose of expressing our opinions on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the County's internal 
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the 
County's internal control over financial reporting. 

Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial 
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we 
identified certain deficiencies in internal control over financial reporting that we consider to be significant 
deficiencies. 

A control deficiency exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements 
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that 
adversely affects the entity's ability to initiate, authorize, record, process, or report financial data reliably in 
accordance with generally accepted accounting principles such that there is more than a remote likelihood 
that a misstatement of the entity's financial statements that is more than inconsequential will not be 
prevented or detected by the entity's internal control. We consider the deficiencies described in the 
accompanying schedule of findings and responses as items one and two to be significant deficiencies in 
internal control over financial reporting. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that result in 
more than a remote likelihood that a material misstatement of the financial statements will not be prevented 
or detected by the entity's internal control. 

Our consideration of the internal control over financial reporting was for the limited purpose described in the 
first .paragraph of this section and would not necessarily identify all deficiencies in the internal control that 
might be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies 
that are also considered to be material weaknesses. However, of the significant deficiencies described 
above, we consider items one and two to be material weaknesses. 

AMARILLO AUSTIN CANYON DIMMITT GEORGETOWN PAMPA PERRYTON SPEARMAN TULIA 
www.bgc-cpa.com 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the County's financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts and grant agreements and other matters, noncompliance with which could have a direct and 
ma!erial effect on the determination of financial statement amounts. However, providing an opinion on 
compliance with those provisions was not an objective of our audit and, accordingly, we do not express 
such an opinion. The results of our tests disclosed instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards which are described in the accompanying 
schedule of findings and responses as items one and two. 

Castro County, Texas's response to the findings identified in our audit is described in the accompanying 
schedule of findings and responses. We did not audit the County's response and, accordingly, we express 
no opinion on it. 

This report is intended solely for the information and use of the Members of the Commissioners Court cf 
the County, the County's management, federal awarding agencies, and pass-through entities, and is not 
intended to be used and should not be used by anyone other that these specified parties. 

B y a w n ,  e-, and Cllntpatty Pee. 
Dimmitt, Texas 
November 8,2010 
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Castro County, Texas 

Schedule of Findings and Responses 


For the Year ended September 30,2009 


Item 1- Incom?!cte, Inaccurate and Untimely Bank Reconciliations 

Criteria- Under current generally accepted auditing standards, Castro County, Texas (the County) is 
required to take ultimate responsibility for the financial statements to be materially correct. As part of thsse 
requirements and standards, the County is expected to have controls in place internally as well as the skiils 
and competencies necessary to prevent, detect and correct material misstatements. This process includes 
complete and accurate bank reconciliations prepared by the County. 

Condition- During the audit, it was noted that cash accounts were not properly reconciled to the general 
ledger. 

Cause- The County did not have procedures in place to ensure that the bank reconciliations were done in 
an accurate and complete manner. 

Effect- Since procedures were not in place; the bank reconciliation resulted in an unreconciled variance 
and extensive procedures were performed by the auditor to ensure cash accounts were materially correct. 

Recommendation- Management should review and revise procedures to ensure complete and accurate 
bank reconciliations are performed on a monthly basis on all cash accounts. 

Item 2- Reliance Upon the Independent Auditor 

Criteria- Under current generally accepted auditing standards, the County is required to take the ultimate 
responsibility for the financial statements to be materially correct. As a part of these requirements and 
standards, the County is expected to have the controls in place internally as well as the skills and 
competencies necessary to prevent, detect and correct material misstatements. 

Condition- During the audit, it was noted that various accounts on the general ledger needed to be adjusted 
in order for the County's financial statements to be materially correct. The adjusting entries proposed 
during the audit of the County included but were not limited to: adjusting cash accounts, tax receivables 
and deferred revenue, vacation and comp time accrcals, incorrectly recorded transfers, grant income, and 
intercompany payables and receivables. 

Cause- The County did not have the procedures in place to allow the financial statements to be prepared 
without material adjustments having to be made to the financial statements. 

Effect- Since procedures and policies were not in place, material adjustments were needed in order for :he 
financial statements were materially correct. 

Recommendation- Management should review and revise procedures to ensure that the general ledger 
accounts are materially correct, and not rely upon the independent auditor to perform these tasks. 

Management Response to Both Items 1 and 2: 

After discussion with management concerning both of these items, they have indicated to the auditor that 
both areas would be corrected and monitored on a timely basis to prevent these weaknesses from 
recurring in the future audit years. 
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Castro County, Texas 

Schedule of Prior Year Findings and Responses 


For the Year ended September 30,2008 


Prior year findings and the current status of the findings are as follows: 

ltem 1- lnco~npleteand Inaccurate Bank Reconciliations 

Findiqg- During the 2008 audit, it was noted that the County did not have colnplete and accurate 
bank reconciliations. The County did not have controls in place to ensure that the bank 
reconciliations were done, therefore the cash accounts were not properly reconciled to the general 
ledger. Since the procedures were not in place; the bank reconciliation resulted in an unreconciled 
variance and extensive procedures by the auditor to ensure cash accounts were materially correct. 

Current Status- During the audit for the fiscal year ending September 30, 2009, it was again noted 
that the cash was not reconciled in an accurate, complete and timely manner. 

ltem 2- Prior Period Dating on Certain Check Payments and Payahles 

Finding- During the 2008 audit, it was noted that in various i~stances the County was recording 
expenses either paid or payable in the subsequent year into the prior auditlbudget fiscal year. Due 
to the incorrect dating on the expense and payables, the financial stateme~ts required adjustment 
to allocate these amounts to the correct fiscal year. 

Current Status- During the audit for the fiscal year ending September 30, 2009, it was noted that 
this finding has been corrected. 

Page 48 of 48 


