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To The Honorable County Judge and
Commissioners Comprising the
Commissioners’ Court of
Lipscomb County, Texas

INDEPENDENT AUDITORS REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of the gomnmmtmﬁﬁies,ﬂwbusinmwpe activities, each major

fund, and the aggregate remaining fund information of Lipscomb County, Texas as of and for the year ended Septembser 30,

2018, and the related notes 1o the financial statements, which collectively comprise the County’s basic financial siatements as
ligted in the table of contenis.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial sm:mems_'m mmdarfce with
accouriting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to frauwd or error.

Aunditors’ Responsibility

Owur 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, izsued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to ohtain reasonable assurance about whether the financial statements are free from
material misstaternent

An audit invelves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors® judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the County”s preparation and fair presentation of the financial statements in arder to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the County's intenal control, Accordingly, we express no such opinion. An audit also includes evaluating the appropriztencss
of sccounting policies used and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements,

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

Oipinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
Fu-_,-.mn _uf the governmental activities, the business-type activities, each major fund, and the aggregate remaining fund
mt‘m'muumll of Lipscomb County, Texas, as of September 30, 2018, and the respective changes in financial position, and,
where applicable, cash flows thereof for the vear then ended in accordance with aceounting principles generally amcepteﬂ,inmc
United States of America.
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Other Matters
Reguired Supplementary fnformation

Accounting principles generally accepted in the United States of America require that the budgetary comparison schedule, the
schedule of changes in net pension liability and related rations, and the schedule of employer contributions on pages 33 - 37 be
presented to supplement the basic financial statements. Such information, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have applied certain
limited procedures to the required supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management's responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements, We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to express an opinion
or provide any assurance.

The County has emitted the Management's Discussion and Analysis (MD&A) that accounting principles generally accepted in
the United States of America require to be presented to supplement the basic financial statements, The MD&A, although nota
part of the basic financial statements is required by the Governmental Accounting Standards Board, whe considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historicel context. The independent auditors® opinien is net affected by the omission of the MDA,

Cither [nformation

Owur audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise Lipscomb
County, Texas' financial statements as a whole. The combining non-major and agency fund financial statements listed under
other supplementary information in the accompanying table of contents are presented for purposes of additional analysis and
are not a required part of the financial statements, The combining non-major and agency fund financial statements listed under
other supplementary information in the accompanying table of contents are the responsibility of management and were derived
from and relate directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconeiling such information directly to the underlying accounting and other records
used to prepare the financial statements or the financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the information is fairly stated in
all material respects in relation to the financial statements as a whole.

Other Reporting Required by Governmen! Auditing Standards

In accordance with Govermment Anditing Standards, we have also issued our report dated November 16, 2018, on our
consideration of Lipscomb County, Texas' internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is 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 internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Govermment Auditing Standards in considering Lipscomb County, Texas” internal control
over financial reporting and compliance.

rﬁﬂﬁfﬁ, ﬂc‘.ﬂgﬂs '-EF &@qgu’ PN =5

DOSHIER, PICKEMS & FRAMCIS, LLC
Movember 16, 2018
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LIPSCOMB COUNTY, TEXAS

STATEMENT OF NET POSITION
SEPFTEMBER 30, 2018
Governmental
Activities
ASSETS
Cash and cash equivalents 5 3,383,520
Investrments 1,061,037
Accounts receivable, net 25,080
Delingquent taxes receivable, net 33,40
Due from other governmental entities 5,472
Prepaid expenses ' 7,934
Restricted assets:
Motes receivable:
Due In more than one year 34,965
Capital assets, net of accumulated depreciation 1.551,268
Tiotal assets 6,085,434
DEFERRED OUTFLOWS OF RESOURCES
Pension contributions 205,928
Pension assumption changes Ba, 259
Total deferved outflows of resources 202417
LIABILITIES
Accounts payable 12217
Due 1o other povernmental entities THE
Dieferred revenues 65,219
Moncurrent liabilities:
Diue in ofe yeur 5,0
e in more han ong year 435,380
Net pension liability 147,377
Total liabilities 375,541
DEFERRED INFLOWS OF RESOURCES
Pension economic/demographic gains 0137
Pension cXcess earmings 163,581
Total deferred inflows of resources 242 648
NET POSITION
Met investment in capital assets 1,553,268
Restricted:
By enabling legislations for special projects 275,535
Future health insurance premiums 228930
First-time home buyer program 59,965
Unrestricted 3641, 564
Total net position 5 5,759,262

The notes to the financial statements are an integral part of this statement.
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LIFSCOMB COUNTY, TEXAS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEFTEMBER 30, 2018

Y

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

et [ Expense)
Hevenue and
Changes in
Met Position
Program Hevenues Primary
Operating Capital Government
Charges for Grants and Crranis and Governmental
Functin Hms Expenses Services Contribations Contributions Activities
Primary government
Governmental Activities:
Adminisirative i 1328244 5 109480 § 27419 % - 5 (1,191,343)
Judicial EL R 06,235 23,333 - (212,349
Public facilities 302,032 - - - (302,032)
Fublic safety 1,037,922 2,140 5,400 - (1.030,382)
Roazd and beidge 1,852.372 01400 15,859 (1,545,073}
Public service 14959, 540 - - {155, 040
Todal 5 5022427 % 40255 8§ T2,051 - (4.481,121)
e —
General revenues:
Taxes:
Property taxes, levied for general purposes 2,780,129
Property taxes, levied fior road and bridge 1,344,974
Investment earnings 61,469
Mizcellaneons 106,743
Giain on sale of capital assets 8672
Todal peneral revenues 45015987
Change in net pogition (179,134
Net position - beginning 3,038,396
Net position - ending S 5788262




ASSETS

Cash and cash equivalents
[nvestments

Accounts receivable, net
Taxes recebvable, net

Bue from other funds

Due from other governments

Prepaid expenditures

Total assets

LIABILITIES

Accounts payable
Drue to other funds

Drvue to other governimental entities

Deeferred revenue

Total ligbilities

DEFERRED INFLOWS OF RESOURCES
Unavailoble revenue - propeity taxes
Unavailable revenue - other receivables

Total deferred inflows of resources

FUND BALANCES

Monspendakle:
Prepaid expenditures
Restricted:
By enabling legislation for
specinl projects

Firat-time home buyer loans

Cosmmitted for
Road & bridge
Capital sutlay

Unassigned

Total fund balanoes

Total liakilities, deferred inflows
af resources, and fund balances

LIPSCOME COUNTY, TEXAS

BALANCE SHEET
GOVERNMENTAL FUNDS
SEFTEMBER 30, 2018
Road and Tutal Tatal
General Eridge Nonmajor Governmental
£ 1887476 b 087,333 ¥ 275,535 5 3,150,344
1,041,037 - = 1,041,037
25,689 - - 25,689
21,711 11,538 A 33,249
4,546 1,808 - 6,354
3,472 = - 5472
e - - 1934
5 Ilﬂﬂlﬁﬁﬁ £ ]imﬂiﬁ?ﬂ £ 1'."5!535 b ﬁi’]‘ﬂiﬁ'?*?
% Iiiad 8 TEESF B - ] 112,217
1,808 . - 1,808
T4h & = Td4i
65,219 = = 65,219
101,139 785,853 179,002
14,058 T.6ET = 21,776
17,044 = - 17,044
31133 1,687 - 38,820
7,934 - 7934
- - 275,535 275,335
13,000 = 2.3, 0l
48,543 - Edi,545
- 63,594 - 65,554
2,828,659 - - 2,828,650
2,861,593 Qid 139 275,535 4.051,267
£ aWEIEﬁﬁ 3 ]ﬂiﬁﬂ 5 275535 % 4|1T{I-|ﬂ?'9'

The notes to the financial statements are an integral part of this statement.
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LIPSCOMB COUNTY, TEXAS
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL
FUNDS TO THE STATEMENT OF NET POSITION
SEFTEMBER 30, 2018

Amounts reported for governmental activities in the Statement of Met Position are different
because:

Total fund balance - governmental funds L4 4,051,267

Capital assets used in povernmental activities are not current fimancial resources and
therefore are mot reported in this fund financial statement, but are reported in the
governmental activities of the Statement of Met Pogition. 1,553,268

Cerlain accounts receivable are not available to pay for current-period expenditures and,
therefiore, are deferred and shown as unavailable revernzes in the fund financial statements. 35,820

Long-term assets are not due and receivable in the current period and therefore are not
reported in the fund financial statements:
Notes receivable 34,965

Pension losses, deficient eamnings, and assumption changes are shown as deferred outflows
of resources in the government-wids financial statements.
Pension assumption changes 86,489

Pension confributions paid after the measurement date, December 31, 2017, and before
September 30, 2018 arc expensed in the governmental funds and shown as deferred
outflows of resources in the government-wide financial statements.
Pension confributions 205,928

Pension gains and excess earnings are shown as deferred inflows of resources in the

government-wide financial staternents.
Pension economic/demographic gains {79,137)
Pension excess eamings {(183,5101)

The internal service fund is used by management to charge the costs of health insurance to
individual funds. The assets and liabilities of the internal service fund are included in
governmental activities in the Statement of MNet Position. 228,930

Long-term liabilities are not due and payable in the current period and therefore are not
reported in the fund financial statements:

Accrued compensated absences {50,380)
Met pension liability (147,371
Met position - governmental activities ] Si'n'S'QJEE

The notes to the financial statements are an integral part of this statement.
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LIPSCOMB COUNTY, TEXAS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED SEPTEMBER 30, 2018

REVENUES
Property taxes
Licenses and fees
Fines and forfeitures
Intergovernmental
Investment earnings
Miscellaneous

Total revenes

EXPENDITURES

Current:
Administrative
Judicial
Public facilities
Public safety
Road and bridge
Public service

Capital outlay

Total expenditures

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES
({USES)
Transfers in
Transfers out
Total other financing sources (uses)
MNET CHANGE IN FUND BALANCES
FUND BALAMNCES - BEGINNING

FUND BALANCES - ENDING

Road and Total Total

General Bridge Nonmajor Governmental
g 2800498 5 1354811 5 - 3 4,155,300
120,843 275425 20,405 425 673
34,641 - - 34,641
56,152 15,590 - 72,031
58434 1,086 11 59,531

56,571 49,040 [,123 104,743
3,127,139 | 65a 270 30,539 4,853,048

[, 209623 17,578 1,317,201
301,974 - 2,048 34,022
237,581 - - 237.581
083,045 - 1,171 084,216
. 1,657,770 - [,5657, 770

200,751 - - 200,751
86,725 51,387 - 138,112

3,109 699 1,709,157 20,797 4,839,653
17440 (12,887} 9,742 14,295
25,040 14,526 30,5246
(14,526) (25,0000 {39,526}

10,474 (10,474} - -
27,914 (23,361} 9,742 14,295
2,833,679 937,500 265 793 4,036,972
£ 2861593 & 214,139 § 275515 % 4,051,267

] -::ﬂ_ = ————e  —

The notes to the financial statements are an integral part of this statement.
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LIPSCOMB COUNTY, TEXAS
RECONCILIATION OF THE STATEMENT OF REVENUES,

EXPENDITURES, AND CHANGES IN FUND BALANCES OF GOVERNMENTAL

FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEFTEMBER 30, 2018

Amounts reported for governmental activities in the Statement of Activities are different because:

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

-8-

Met change in fund balances - total governmental funds: 14,295
Governmental funds report outlays for capital assets as expenditures because such outlays use
current financial resources. In contrast, the Statement of Activities reports only a portion of
the outlay as expense. The outlay is allocated over the assets' estimated useful lives as
depreciation expense for the period.
This is the amount by which capital outlays, $138,112, were exceeded by depreciation,
5345171, in the current period. (207,059)
In the Statement of Activities, only the gain on the sale of capital assets is reported.
However, in the governmental funds, the proceeds from the sale increase financial resources.
Thus, the change in net position differs from the change in fund balance by the net book value
of the capital asset sold. (22.828)
The Statement of Activities reports gains arising from the trade-in of existing capital assets to
acquire new capital assets. Conversely, governmental funds do not report any gain or loss on
a trade-in of capital assets. 31,500
Revenues in the Statement of Activities that do not provide current financial resources are
fully deferred in the Statement of Revenues, Expenditures and Changes in Fund Balances.
This amount represents the change in unavailable revenuwes. (21,265)
Some expenses reporied in the Statement of Activities do not require the use of current
financial resources and these are not reported as expenditures in governmental funds:
Compensated absences, net change 24,147
Pension defierred outflows of resources, net change (436,164)
Pension deferred inflows of resources, net change (187,186)
Net pension liability, net change 612,267
The internal service fund is used by management to charge the costs of health insurance to
individual funds. The net revenue (loss) of certain activities of the internal service fund is
reported with governmental activities. 13,159
Change in net position - governmental activities § (179,134)



LIPSCOMB COUNTY, TEXAS
STATEMENT OF NET POSITION
INTERNAL SERVICE FUND

SEPTEMBER 30, 2018
ASSETS
Restricted assets:
Cash and cash equivalents
Total restricted assets
LIABILITIES
Liabilities payable from restricted assets:
Due to other funds
Total liabilities
NET POSITION

Restricted for future insurance claims

Total net position

The notes 1o the financial statements are an integral part of this staternent.
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233,476

233,476

4,546

4,546
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LIPSCOME COUNTY, TEXAS

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION

FOR THE YEAR ENDED SEFTEMBER 30, 2018

OPERATING REVENUES:
Charges for services

Taotal operating revenues

OPERATING EXPENSES:
Insurance premiums

Total operating expenses
MNET OPERATING INCOME

NON-OPERATING REVENUES:
Interest

Total non-operating revenues
CHANGE IN NET POSITION
MNET POSITION - BEGINNING

MET POSITION - ENDING

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

INTERNAL SERVICE FUND

-10-

Employee Health

Flan

727,318

727,318

716,097

716,047

11,221

1.938

1,938

13,159

215,771

228,930




LIPSCOMB COUNTY, TEXAS
STATEMENT OF CASH FLOWS
INTERNAL SERVICE FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2018

Emplovee Health
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from County and participants 8 731,864
Cash payments for insurance premiums {716,097}
Met Cash Provided by Operating Activities 15,767
CASH FLOWS FROM INVESTING ACTIVITIES:
Interest from cash deposils 1,938
Wet Cash Provided by Investing Activities | 538
NET INCREASE IN CASH AND CASH EQUIVALENTS 17,705
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 215,77
CASH AND CASH EQUIVALENTS AT END OF YEAR b 233,476
RECONCILIATION OF NET OPERATING LOSS TO NET CASH
USED BY OPERATING ACTIVITIES:
Met operating income 5 11,221
Adjustments to reconcile net operating loss o net cash used by operating activities:
Increase in due to other funds 4,546
Met Cash Provided by Operating Activities b 15,767

The notes to the financial statemenis are an integral part of this statement.



LIPSCOME COUNTY, TEXAS
STATEMENT OF FIDUCIARY NET POSITION
AGENCY FUNDS
SEPTEMBER 30, 2018

ASSETS
Cash

Total assets

LIABILITIES
Due to other governments
Deposits

Total lHabilities

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

-2 =

71,705

1,705

53,643
24,062

77,705



LIPSCOME COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMEER 20, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Lipscomb County, Texas (County) have been prepared in conformity with accounting principles
generally accepted in the United States of America (generally accepted accounting principles)(GAAP) for local governmental
units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
povernmental accounting and financial reporting principles. The most significant accounting and reporting policies of the
County are described in the following notes to the financial statements,

Al

Financin| Reporting Entity

The County, incorporated in 1916, is a public corporation and political subdivision of the State of Texas. The County iz
governed by the Commissioners Court, composed of four County Commissioners and the County Judge, all of whom are
elected officials.

The County provides a variety of services to advance the welfare, morale, comfort, safety and convenience of the County
and its citizens,

The definition of the reporting entity is based primarily on the notion of financial accountability. The elected officials
governing the County are accountable to their constituents for their public policy decisions, regardless of whether those
decisions are carried out directly through the operations of the County or by their appointees through the operations of a
separate entity, Therefore, the County is not only financially accountable for the organizations that make up its legal
entity, but also financially accounfable for legally separate organizations if its officials appoint a voting majority of an
organization’s governing body and either, it is able to impose its will on that erganization or there is a potential for the
organization to provide specific financial benefits to, or to impose specific financial burdens on the County.

Government-wide financial statements consist of the Statement of Net Position and the Statement of Activities, These
statements report information on all of the non-fduciary activities of the primary government. For the most part, the
effect of inter-fund activity has been removed from these statements. Governmental activities, which normally are
supported by taxes and intergovermmental revenue, are reporied separately from business-like activiries, whichrely toa
significant extent on fees and charges for support.

The government-wide financial statements are reported using the economic resources measirement Jfoeus and the acerual
basis of accownting. Under this measurement focus, revenues are recorded when eamed and expenses are recorded at the
time lizhilities are incurred, regardless of the timing of cash flows, Property taxes are recognized as revenues in the year
for which they are levied. Fines and forfeitures are recognized when they have been assessed and adjudicated and eamed.
Girants and similar items are recognized as revenues as soon as all eligibility requirements imposed by the provider have
been met,

Continued
= % £




LIFSCOME COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEFTEMBER 30, 2018

NOTE | - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continuation

ing — Continuation

The Statement of Activities demonstrates the degree to which the direct expenses of the County's programs are offset by
those programs’ revenue, Direct expenses are those that are clearly identifiable with a specific function or segment.
Certain indirect costs have been included as part of the program expenses reported for the various functional activities,
Program revenues include 1) charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by the program and 2) grants and contributions that are restricted to meeting the
operational and'or capital requirements of a particular program. Taxes and other items not included among program
revenue are reported instead as gemeral revenwe. In miscellaneous general revenues are non-program specific
contributions including capital assets contributions.

Fiduciary funds are excluded in the govemment-wide presentation of the financial statements.

Fund-Level Statements

All governmental funds use the modified accrual basis of accounting. Under the modified accrual basis of accounting,
revenues are recognized when susceptible to accrual {i.e., when they become both measurable and available).
“Measurable’ means the amount of the fransaction can be determined and “available” means collzctible within the current
period or soon enough thereafier to be used to pay liabilities of the current period. The County considers property taxes
and other revenwes as available if they are collected within 60 days after vear-end. Expendifures are recorded when the
related fund liability is incurred. Grant and entitlement revenues are also susceptible to accrual. These funds are
accounted for on a spending “financial flow™ measurement focus. This means that only current assets and current
liabilities are generally included on their balance sheets. Their reported fund balance (net current assets) is considered a
measure of “available spendable resources.” Governmental fund operating statements present increases (revenues and
other financing sources) and decreases (expenditures and other financing uses) in nef current assets, Accordingly, they
are said to present & summary of sources and uses of “available spendable resources™ during a period.

Any proprietary funds, including internal service, and fiduciary funds, including agency funds, are accounted for using
the accrual basis of accounting. Fevenues are recognized when eamed, and expenzes when they are incurred, Claims
incurred but not reported are included in payables and expenses. These funds are accounted for using an econoimic
resources measurement focus.

The accounts of the County are organized and operated on the basis of funds, each of which is considered a separate
accounting entity, The operations of each fund are accounted for with a separate set of self-balancing accounts that
comprise its assets, liabilitizs, fund equity, revenues and expenditures’expenses. Government resources are allocated 1o
and accounted for in individual funds based on the purpose for which they are to be spent and the means by which
spending activities are conirolled.

The County reports the following major governmental funds:

The General Fund is the general operating fund of the County. The General Fund is used to account for all
financial resources except those required to be accounted for in another fund. Major revenue sources include
property taxes, charges for services, intergovernmental revenues and investment of idle funds, Primary expenditures
are for administrative, judicial, public facilities, public safety, public service, and capital acquisition.

Contimed
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LIPSCOMB COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

NOTE | - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continuation

B. inneia atement Preseplati ] pment F 5 Rasis of Accounting - Continuation

Fund-Level Statements ~ Continuation

The Road and Bridge Fund is a special revenue fund used to account for the revenuwes derived from property taxes
and license fees levied for purposes of road and bridge expenditures.

Additionally, the County reports the following fund types:

— Internal Service Funds account for the financing of services provided by one department
to other departments of the County on a cost-reimbursement basls, The Health Insurance program of the County is
accounted for as an Internal Servies Fund.

Special Revenue Funds — Special Revense Funds account for the proceeds of specific revenue sources {other than
fiduciary funds) that are legally restricted to expenditures for specified purposes.

Agency Funds - Agency Funds account for assets received by the governmental unit in its capacity as trustee or

agent for the County, other governmental entities, or individuals. The receipts and disbursements of such funds are
governed by the terms of the statutes, ordinances, regulations or other autharity,

C. LUse of Restricted Assets

In circumstances when an expenditure is made for a purpose for which amounts are available in multiple fund balance
classifications, fund balance is depleted in the order of restricted, committed, assigned, and unassigned.

D, Assels, Liabilities, Deferred Inflows and Outflows o

1. Deposits and Investments

The County's cash and cash equivalents are considered to be cash on hand, demand deposiis, deposits within public fund
investrent pools and highly liquid investments with an original maturity of three months or less when purchased.
Statutes authorize the County to keep funds in demand deposits, time deposits, or securities of the United States. The
County's custodial banks are required to pledge for the purpose of securing County funds, securities of the following
kind, in an amount equal to the amount of such County funds: bonds and notes of the United States, securities of
indebtedness of the United States, bonds of the State of Texas, or of any county, ¢ity, or independent school district, and
various other bonds as described in Texas Statutes,

The County is required by Government Code Chapter 2256, The Public Funds Investment Act (“Act™), to adopt, and
publicize an investment policy. That pelicy must be written, primarily emphasize safety of principal and liquidity,
address investment diversification, yield, and maturity and the quality and capability of investment management, and
include a list of the types of authorized investments in which the investing entity’s funds may be invested, and the
maximum allowable stated maturity of any individual investment owned by the entity,

The Act requires an annual audit of investment policies. Audit procedures in this area conducted as a part of the awdit of
the basic financial statements disclosed that in the area of investment practices, management has established and reported
appropriate policies. The County adheres to the requirements of the Act. Additionally, investment practices of the
County are in accordance with local policies.

Continwed
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continuation

vunting — Contineation

2. Receivables and Payables

Activities between funds that are representative of lending/borrowing arrangements outstanding at the end of the fiscal
year are referred to as cither “due to/from other funds™ (i.e., the current portion of inter-fund loans) or “advances to/from
other funds™ (i.e., the noncurrent portion of inter-fund loans). All other outstanding balances between funds are reported
a5 “due tofrom other funds.”

Amounts due from other governments include amounts due from grantors for approved grants for specific programs and
reimbursements for services performed by the County. Program grants are recorded as receivables and revenues at the
time all eligibility requirements established by the provider have been met.

Motes receivable represent amounts outstanding from the first-time home buyer program that was funded by the
Department of Housing and is administered by the Panhandle Regional Planning Commission. A first-time homebuyer
can receive a second mortgage of up to $5,000 if all qualifications are met to participate in the program. No payment is
due on the loan until either the first mortgage is paid off or the property is sold.

Charges for services performed are recorded as receivables and revenues when they are earned in the government-wide
statements. Included are fines and costs assessed by court action and billable services for certain contracts, Revenues
received in advance of the costs being incurred are recorded as unavailable revenue in the fund statements. Receivables
are shown net of an allowance for uncollectible accounts of 288,165,

Payables consist of vendor obligations for goods and services as well as funds payable to others when the criteria for their
release have been met.

3. Property Tax Calendar and Revenues

Property taxes are based on taxable value at January | and become due October 1 and past due after January 31 of the
following year, Tax collections during the months of October through December are entitled to discounts offered by the
County. Tax collections after February | are treated as late payments and are subject to penalty and interest. Uncollected
taxes from the current tax roll become delinquent on July 1 and are subject to additional penalties and interesl.
Accordingly, receivables and revenues for property taxes are reflected on the govemnment-wide statement based on the
full acerual method of accounting. Property tax receivables for prior years” levies are shown net of an allowance for
uncollectible accounts of §168, 792,

4. Restricted Assefs/Funds
The following accounts reflect restricted status by third-party or statutory chligations for specific purposes:

» Other Mon-Major Governmental fund balances (amounts restricted for other specitic purposes such as management,
preservation, and archiving of public records, personnel and security for the courthouse, technology requirements
for the justice court, enhancement of the county attorney operations with fees from processing dishonored and
forged checks, and the maintenance of the commissary in the Sheriff’s Department. All restrictions are enacted
according to Texas statutles.)

Continwed
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ogition uity — Continuation

Prepaid items

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items in
both government-wide and fund financial statements, The County uses the consumption method to record its prepaid
items which requires reporting these items as assets and deferring the recognition of expenditures until the period in
which prepaid items are used or consumed. In the fund financial statements, they are offset by a designation of
nonspendable fund balance which indicates they do not represent “available spendable resources”,

Capital Assets

Capital assets, which include land, buildings and improvements, and equipment, are reported in the government-wide
financial statements. The County has opted not to retroactively report infrastructure assets (assets acquired prior to
October 1, 2003). According to the County's capitalization policy, capital assets, such as equipment, are defined as
individual assets (or systems of assets) having & cost of 35,000 or more and an estimated useful life in exeess of one vear.
Capital assets are recorded at historical cost if purchased or constructed. Donated capital assets are recorded at estimated
fair market value at the date of donation.

When capital assets are purchased, they are capitalized and depreciated in the government-wide financial siatements.
Capital assets are recorded as expenditures of the current period in the governmental fund financial statements.

The cost of normal maintenance and repairs that do nof add o the value of the aszel or matedally extend assets lives are
not capitalized. Capital assets are depreciated using the straight-line method over the following estimated lives:

Buildings 20 - 40 vears
Equipment 5 =25 vears

Deferred Ouotflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for deferred outtlows of
resources. This separate financial statement element, deferred oufffows of resources, represents a consumption of net
position that applies to a future period(s) and so will nos be recognized as an outflow or resources (expense/expenditure)
until then. The government has multiple items that qualify for reporting in this category. They are the contributions and
other items related to the County's pension plan reported in the government-wide statement of net position.

In addition to liabilities, the statement of Gnancial position will somefimes report a separate section for deferred inflows
of respurces. This separate financial statement element, deferred inmflows of resources, represents an acquisition of net
position that applies to a future period(s) and so will not be recognized as an inflow of resources (revenue) until that time.
The government has two items that qualify for reporting in this category. One item, unavailable reverue, s reported only
in the governmental funds balance sheet. The governmental funds report unavailable revenues from two sources:
property taxes and fines and fees. These amounts are deferred and recognized as an inflow of resources in the period that
the amounts become available. The other items are related to the changes in the County”s net pension labality and are
reported in the government-wide statement of net position.

Continued
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D.

uity — Contineation

Compensated Absences

A liability for unused vacation and comp time for all full-time employees is calculated and reported in the governmen-
wide financial statementz, For financial reporting, the following criteria must be met to be considersd as compensated
absences:

* leave or compensation is attributable to services already rendered
» leave or compensation is not contingent on a specific event (such as illness).

Per GASB Interpretation No. 6, liabilities for compensated absences are recognized in the fund statements to the extent
the liabilities have matured (i.e. are due for payment). Compensaled absences are accrued in the governmeni=wide
statements.

Regular full-time employees are entitled o vacation of up to three weeks per year as earned. Vacation time camed, but
ol taken, i5 paid upon termination, but cannot be sccumulated bevond one calendar year, except as provided by
personnel manual. Compensation time is accrued at one and one-half the employee’s regular rate for each hour worked
over forty hours in a work week (except law enforcement). After it is accrued, it is treated like vacation time earned and
is paid upon termination. Sick leave accrues at 10 hours per month with a maximum accumulation limit of 360 hours;
however, no unused sick leave will be paid upon termination. Accrued vacafion leave and comp time are accrued in the
povernment-wide financial statements.

. Pensions

For purposes of measuring the net pension asset or liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the County s Texas
County and District Retiramant System Plan and additions to/deductions from the Plan's fiduciary net position have been
determined on the same basis as they are reported by the Plan, For this purpose, benefit paviments (including refunds of
emploves contributions) are recognized when due and payable in accordance with the benefit terms. Investments are
reported at fair value.

lik. Fund Balances

As prescribed by GASB Statement No. 54, governmental funds report fund balance in classifications based primarily on
the extent to which the County is bound to honor constraints on the specific purposes for which amounts in the funds can
be spent. Fund balance for governmental funds can consist of the following:

Non-spendable Fund Balange ~ includes amounts that are (a) not in spendable forms, or (b) legally or contractually
required to be maintained intact. The “not in spendable form™ criterion includes items that are not expected to be

cotverted 1o cash, for example: inventories, and prepaid amounts.

Restricted Fund Balance - includes amounts that are restricted for specific purposes stipulated by external resource
providers, constitutionally or through enabling legislation. Restrictions may effectively be changed or lifted only with the
consent of the resource providers,

Continued
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continuation

y = Continuation

10. Fund Balances — Continuation

= includes amounts that can only be used for the specific purposes determined by a formal

Committed Fund Balance
action of the County's highest level of decision-making authority, the Commissioners’ Court. Commitments may be
changed or lifted only by the County taking the same formal action that imposed the constraint originally (for example:

resolution or ordinance].

Assigned Fund Balance - includes amounts intended to be used by the County for specific purposes that are neither
restricted nor committed. Intent is expressed by (a) Commissioners® Court or (b) & body (budget, finance committee, or
County Official) to which the assigned amounts are to be used for specific purposes. Assigned amounts also include all
residual amounts in governmental funds (except negative amounts) that are not classified as non-spendable, restricted or
committed.

Unassigned Fund Balance —this classification represents fund balance that has not been assigned to other funds and that
has not been restricted, committed, or assigned to specific purposes within the General Fund.

11. Net Position
In the government-wide financial statements, equity is classified as net position and displayed in three categories.

Investment i i —This amount consists of capital assets, net of accumulated depreciation, reduced by
the outstanding balances of any borrowing used for the acquisition, construction or improvements of those assets, and
adding back unzpent proceeds,

Restricted Net Position — This amount is restricted by external creditors, grantors, contributors, laws or regulations of
other governments, enabling legislation, or constitutional provisions.

Unrestricted Net Position — This amount includes all net positions that do not meet the definition of “net investment in
capital assets™ or “restricted net position.”

11, Fund Balance Policies

When the County incurs an expenditures for which both restricted and unrestricted fund balance is available, the County
considers restricted funds to have been spent first, then unrestricted funds. When expenditures are incurred for which
committed, assigned, or unassigned fund balances are available, the County considers amounts to have been spent first
put of committed funds, then assigned funds, and finally unassigned funds.

Committed fund balance amounts may be used for other purposes with appropriate action by the Commissioners’ Court
to either modify or rescind a fund balance commitment. Commitments are typically done through adoption and
amendment of the budget,

The County's highest level of decision-making autherity is the Commissioners’ Court. The Court has not yet delegated
the authority to assign fund balance ameounts to a specific individual nor does it have a policy to authorize the assignment
of fund balances outside the Court.

Continued
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NOTE | - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continuation

4 sseis, Liabilities.

13, Use of Estimates

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

NOTE 2 = STEWARDSHIP, COMPLIANCE, AND ACCOUNTARILITY

A.  Budgetary Information
The County follows these procedures in establishing the budgetary data reflected in the financial statements:

k

2,

Prior to September 1, the proposed budget is submitted to the Commissioners” Court.

The Commissioners’ Court provides for a public hearing on the County budget subsequent to August 13, and prior to
the levy of taxes by the Commissioners' Court.

Prior to October 1, the budget is legally adopted by arder of the Commissioners' Court for the General Fund and
Road and Bridge Special Revenue Fund,

The budget iz prepared by fund and department with the legal level of control at the department level,
Administrative control is maintained through the establishment of more detailed account or object class budgets
within the departments. Emergency expenditures to meet unusual and unforeseen conditions which could not, by
reasonable diligent thought and attention, have been included in the original budget, whereby total expenditures of a
depariment have been increased must be authorized by the Court as emergency amendments to the original budget.
Management may not amend the budget at any level without approval of the Commissioners” Court, The Court has
the authority to make such changes in the budget, in its judgment of facts, the law warrant, and the interest of the
taxpayers demand, provided the amounts budgeted for the current expenditures from the various funds for the
County do not exceed appropriations, including fund balances from the prior fiscal periods. Amounts shown in the
financial statements represent the original budget amounts and all supplemental appropriations.  Supplemental
appropriations to the original adopted budgel are in the Final Budget Amounts column of the Budgetary Comparizon
Schedule for the General Fund and Road and Bridge Special Revenus Fund.

Budgets for the General Fund and Boad and Bridge Fund are adopted on a basis consistent with GAAP on the
modified accrual basis of accounting on an annual basis.

Formal budgetary integration on an annual basis is employed as a management control device during the year for the
General Fund and Eoad and Bridge Special Bevenve Fund.

All appropriations, except those in grant funds, lapse at the end of the County's fiscal vear and may be re-budgeted
the next year.,
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NOTE 3 - DEPOSITS AND INVESTMENTS
Following is a reconciliation of the County’s cash and deposit balances as of September 30, 2018:

Cash and deposit balances consist of:

Petty cash funds z 7.100
Bank deposits 3,454,425
Total 5 354515515

Cash and deposit balances are reported in the basic financial statements as follows:
Grovernment-wide Statement of Net Position:

Limrestricted 3 3,383,820
Fiduciary Funds Statement of Net Position 77,705
Total 5 3.461,525

As of September 30, 2018, the County had the following investments:

Weighted Average

Investment Type Fair ¥alue Maturity (Davs)
Giovernmental Activities
Certificates of deposit (interest rates at 2.18%) b 1,041,037 178
Total fair value b 1,041,037
Portfolio weighted average maturity 178

Custodial credit risk - deposits. As of September 30, 2018, the carrying amount of the County’'s deposits with financial
institutions was 54,495,462 and the bank’s balance was $4,563,459. Of the bank balance, 53453835 was inswred through the
Federal Depository Insurance Corporation (FDIC) and $4,217,774 was collateralized with securities held by the pledging
institution’s agent in the County’s name.

Interest rafe risk is the risk that adverse changes in interest rates will result in an adverse effect on the fair value of an
investment. The County manages its exposure to interest rate risk by maintaining its cash in interest-bearing demand aceounts,
readily available TexPool shares, or in certificates of deposit with weighted average muaturities of two years or less.

Credit risk is the risk that an insurer or other counterparty to an investment will not fulfill its obligations. State law and
County policy limit investments in local government pools to those rated no lower than AAA or an equivalent rating by at least
one nationally recognized rating service.

Concenirafion af credit risk is the risk of loss attributed to the magnitude ofa government's investment in 2 single insurer. As

of September 30, 2018, 100% of the County's carrying value of cash deposited with the County’s depository banks and was
adequately secured as described above.

-1 -



NOTE 4 -« CAPITAL ASSETS

LIFSCOMB COUNTY, TEXAS

NOTES TO FINANCIAL STATEMENTS

SEFTEMBER 30, 2018

Capital assets are recorded at cost or, iF donated, at fair market value at the date of receipt. In sccordance with GASB

Statement No. 34, depreciation policies were adopted to include useful lives and classification by function. As stated earlier,
the County has opted not to report its infrastructure retroactively.

Capital asset activity for the vear ended September 30, 2018 was as follows:

Crovernmental activities:

Capital assets, not being depreciated:
Land and land improvements
Construction in progress

Total capital assets, not being
depreciated

Capital assets, being depreciated:
Buildings and improvements
Equipment

Total capital assats, being
depreciated

Less accumulated depreciation for:
Buildings and improvements
Equipmment

Total accumulated depreciation

Total capital assets, being
depreciated, net

Crovernmental activities capital
assets, net

Beginning Ending
Balance Increases Decreases Balance
3 853 % - 3 - $ 20,853
- 38,421 - 38,421
20,853 38421 - 50274
1,974,552 - - 1,974,552
6,382,676 131,191 {58,747 6,455,120
8357228 131,191 (58,747 BA429672
(1082579} {B1,468) - (1,164,047}
(5.543,847) (263,703) 35,919 (5,771,631)
(6,626,426) (345,171) 35,019 (6,935,678)
[, 730,802 {1!3,9‘30} {_ﬂ,lﬂﬂ 1,493,994
5

1,751,655 % (175,559) % (22.828) § __1.553.268

Continued
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NOTE 4 — CAPITAL ASSETS - Continuation

Depreciation expense for the year ended September 30, 2018 was charged to the functions/programs of the primary
government as follows:

Governmental activities

Administrative s T.652
Public safety T1.835
Public facilities 63,669
Foad and brid_ge 202,015

Total Depreciation Expense ] 35,171

NOTE 5 - PROPERTY TAX

The State of Texas Constitutional tax rate limit for both operations and debt service is 5.80 on each 3100 of assessed valuation.
The tax rate on the 2017 tax roll was $.44214 per $100, which means that the County has & tax margin of 5.35786 per 5100
and could raise up to $2,317,453 additional revenue from the 2017 assessed valuation of $647,586,587 before the limit 1=
reached.

The State of Texas Constitutional tax rate limit for the maintenance of public roads, commonly referred to as the special road
and bridge fund, is .15 on each $100 of assessed valuation. The tax rate on the 2017 tax rell was $.13322 per 3100, which
means that the County has a tax margin of $.01678 per $100 and could raise up to $108,665 additional revenue from the 2017
assessed valuation of §647,586,587 before the limit is reached.

The State of Texas Constitutional tax rate limit for the maintenance of farm-to-market roads or flood control is $.30 on each
€100 of assessed valuation. The tax rate on the 2017 tax roll was 5,0809 per $100, which means that the County has a tax
margin of $.2191 per $100 and could raise up to $1,413,744 additional revenue from the 2007 assessed valuation of
%645 250,707 before the limit Is reached.

Real and personal property values are assessed for the period January 1 to Decemnber 31, s of January | at which date property
taxes attach as an enforceable lien on property, Taxes are levied by October | of the current year and are collected from
October | to June 30 of the following year. Payments received in October through December are entitled to discounts offered
by the County, Payments received afler February 1 are considered late and are subject to penalty and interest, Taxes become
delinquent on July 1 of the following yéar.

NOTE 6 - RETIREMENT PLAN

Plan Description: Lipscomb County provides retirement and death benefits for all of its emplayees, except temporary
employees through a nontraditional defined benefit pension plan in the statewide Texas County and District Retirement System
{TCDRS). The Board of Trustees of TCDRS is responsible for the administration of the statewide agent multiple-employer
public employee retirement system consisting of several nontraditional defined benefit pension plans. TCDRS in the aggregate
issues a comprehensive annual fnancial report (CAFR) on a calendar year basis. The CAFR is available upon written request
from the TCDRS Board of Trustees at P.O. Box 2034, Austin, Texas 78768-2034 and is available at www tedrs org.

Continued
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NOTE 6 - RETIREMENT PLAN - Continuation

Benefits Provided: The plan provisions are adopted by the governing body of the County {employer), within the options
available in the Texas state statutes governing TCDRS (TCDRS Act). Members can retire at ages 60 and above with § 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 must leave their accumulated contributions in the plan to receive any
employer-financed benefit. Members who withdraw their personal contributions in a lump sum are not entitled to any amounts
contributed by the County.

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

Employees Covered by Benefit Terms: At September 30, 2018, the following employees were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 47
Inactive employees entitled to but not yet receiving benefits 47
Active employees 52

Contributions: The County has elected the annually determined contribution rate {ADCR) plan provisions of the TCDRS Act.
The plan is funded by monthly contributions from both employee members and the County based on the covered payroll of
employee members. Under the TCDRS Act, the contribution rate of the County is actuarially determined annually,

The County contributed using the actuarially determined rate of 11.00% with a supplemental rate of 1.64% for the months of
the accounting year in 2017 and 10.78% with a supplemental rate of 1.86% for the months of the accounting year in 2018, The
contribution rate payable by the employee members is 7.0% for fiscal year 2018 as adopted by the governing body of the
County. The employee contribution rate and the employer contribution rate may be changed by the governing body of the
County within the options available in the TCDRS Act.

Net Pension Liability: The County’s net pension liability was measured as of December 31, 2017, and the total pension
liability used to calculate the net pension liability or asset, was determined by an actuarial valuation as of that date.

Actuarial Assumptions: The total pension liability in the December 31, 2017 actuarial valuation was determined using the
following actuarial assumptions, applied to all periods included in the measurement.

The actuarial assumptions that determined the total pension liability as of December 31, 2017 were based on the results of an
actuarial experience study for the period January 1, 2009 — December 31, 2012, except where required to be different by
GASE 68,

In the 2015 actuarial valuation, assumed life expectancies were adjusted as a result of adopting a new projection scale, 130%
of the RP-2014 Healthy Annuftant Mortality Table for males and | 10% of the RP-2014 Healthy Annuitant Mortality Table for
females, both projected with 110% of the MP-2014 Ultimate scale after 2014,

Continued
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NOTE 6 —- RETIREMENT PLAN - Confinuation

TCDRS system-wide economic assumptions:

Real rate of returmn 5.25%
[nflation 2.75%
£.00%

Long-term investment return

The assumed long-term investment return of 8% is net after investment and administrative expenses. It is assumed
returns will equal the nominal annual rate of 8% for caleulating the actuarial accrued liability and the normal cost

contribution rate for the retirement plan of each participating employer.

The annual salary increase rates assumed for individual members vary by length of service and by entry-age group.
The annual rates consist of a general wage inflation component of 3.25% (made up of 2.75% inflation and 0.3%
productivity increase assumptions) and a merit, promotion and longevity component that on average ppproximifes

1.6% per vear for a career employee.

Employer-specific economic assumptions:

Growth in membership 0,005

Payroll growth for funding calculations 2.50%
The payroll growth assumption is for the aggregate covered payroll of an employer.

The leng-term expected rate of return on TCDRS assets is determined by adding expected inflation to expected long-term real
returns, and reflecting expected volatility and correlation. The capital market assumptions and information shown below are
provided by TCDRS' investment consultant, Cliffwater LLC. The numbers shown are based on January 2018 information for

a 10-year time horizon,

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

Continued
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NOTE 6 - RETIREMENT PLAN - Continuation

The target allocation and best estimates of arithmetic real rates of return for each major asset class are summarized in the

following table;
Creometric Real
Rate of Refun
Target {Expected Minus
Aszet Class Benchmark Allocation Inflation)
US Equities Dow Jones LS. Total Stock Market
Index 11.50%% 4.55%
Private Equity Cambridge Associates Global Private
Equity & Venture Capital Index
16.00% 7.55%
Gilobal Equities MECI World (net) Index 1.50% 4.85%
International Equities - Developed MECI World Ex USA (net) Index [ 1L.00% 4.55%
International Equities - Emerging MSCI Emerging Markets (net) Index
8.00% 5.55%
Investment-Girade Bonds Bloomberg Barclays U.S. Aggregate
Bond Index 300y 0.75%
Strategic Credit FTSE High-Yield Cash-Pay Capped
Index B0 4.12%
Direct Lending S&P/LSTA Leveraged Loan Index 10.0084 8.06%
Distressed Dabt Cambridge Associates Distressed
Securities Index 2.00% 6.30%
REIT Equities 67% FTSE NAREIT Equity REITs
Index + 33% S&P Global REIT (net)
Index 2.00%: 4.05%
Master Limited Partnerships (MLPs) Alerian MLP Index
3008 60084
Private Real Estate Partnerships Cambridge Associates Real Estate
Index 0025 6.25%
Hesdge Funds Hedge Fund Research, Inc. (HFRI)
Funds of Funds Composite Index | RL00% 4.10%%

Discount Rate: The discount rate used to measure the total pension liability was 8.10%. The discount rate is the single rate of
return that, when applied to all projected benefit payments results in an actuarial present value of projected benefit pavments
equal to the total of the following:

1. The actuarial present value of benefit payments projected to be made in future periods in which (a) the amount of the
pension plan’s fiduciary net position is prajected to be greater than the benefit payments that are projected to be made in
that period and (b) pension plan assets up fo that point are expected to be invested using a strategy to achieve the long-
term rate of return, calculated using the long-term expected rate of return on pension plan investments.

2. The actuarial present value of projected benefit payments not included in (1), calculated using the municipal bond rate.
Continwed
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NOTE 6 - RETIREMENT PLAN - Continuation

Therefore, if plan investments in a given future year are greater than projected benefit payments in that year and are invested
such that they are expected to earn the long-term rate of return, the discount rate applied to projected benefit payments in that
vear should be the long-term expected rate of retum on plan investments. If future years exist where this is not the case, then
an index rate reflecting the yield on a 20-year, tax-exempt municipal bond should be used to discount the projected benefit
payments for those years,

The determination of a future date when plan investments are not sufficient to pay projected benefit payments is often referred
to a5 a depletion date projection. A depletion date projection compares projections of the pension plan’s fiduciary net position
to projected benefit payments and aims to determine a future date, if one exists, when the fiduciary net position is projected to
be Jess than projected benefit payments. 1fan evaluation of the sufficiency of the projected fiduciary net position compared to
projected benefit payments can be made with sufficient reliability without performing a depletion date projection, altematives
methods to determine sufficiency may be applied.

In order to determine the discount rate to be used by the employer we have used an alternative method to determing the
sufficiency of the fiduciary net position in all future years. Our alternative method reflects the funding requirements under the
employer's funding policy and the legal requirements under the TCDRS Act.

1. TCDRS has a funding poliey where the Unfunded Actuarial Accrued Liability (UAAL) shall be amortized as 2 leavel
percent of pay over 20-year closed layered periods.

2. Under the TCDRS Act, the employer is legally required to make the contribution specified in the funding policy.

3. The employer’s assets are projected to exceed its accrued liabilities in 20 years or less. When this point is reached, the
employer is still required to contribute at least the normal cost.

4, Any increased cost due to the adoption of a COLA is required to be funded over a period of 15 years, if applicable.

Based on the above, the projected fiduciary net position is determined to be sufficient compared to projected benefit payments.
Based on the expected level of cash flows and investment returns to the system, the fiduciary net position as a percentage of
total pension liability is projected to increase from its current level in future years.

Since the projected fiduciary net position is projected to be sufficient to pay projected benefit payments in all future years, the
discount rate for purposes of calculating the total pension liability and net pension liability of the employer is equal to the
long-term assumed rate of return on investments. This long-term assumed rate of return should be net of investment expenses,
but gross of administrative expenses for GASB 68 purposes. Therefore, we have used a discount rate of 8.10%, net of all
expenses, increased by 0.10% to be gross of administrative expenses.

Continued
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LIFSCOME COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEPTEMEBER 30, 2018

NOTE 6 - RETIREMENT PLAN — Continuation

Changes in the Net Pension Liability / {Asset):

Toal Pension Fiduciary Met Pension
Liability Met Position Liability / {Asset)
fa) (b} (a) - (b)
Balances as of December 31, 2016 £ 10009641 % B249007 % 759, 6444
Changes for the year;
Service cost 310,928 - 310,928
Interest on total pension liability (1) 811,592 g 811,592
Effect of plan changes (2) - . -
Effect of economic/demographic gains or losses (99.047) . (99,04T)
Effect of assumptions changes or inputs 129,734 - 129,734
Refund of contributions (63,537 {63,337 -
Benefit payments (549,9309 (545 939) -
Administrative expenses - (6,917 6,917
Member confributions - 152,482 (152,452)
Met investment income - 1,347,185 (1,347,185)
Employer contributions - 275,303 (275.303)
Other (3) - (2,559) 2,559
Balances as of December 31, 2017 5 !H.H?EIJTE b 10,401,685 § 147,377

(1) Reflects the change in the liability due to the time value of money. TCDRS does not charge fees or interest.
(2} Mo plan changss valued.
(3) Relates to allocation of system-wide items.

Sensitivity of the net pension liability / (asset) to changes in the discount rate: The following presents the net pension
liability of the County, calculated using the discount rate of 8.10%, as well as what the County's net pension lability / (asset)
would be if it were calculated using a discount rate that is | percentage point lower (7.10%) or 1 percentage point higher
{2.10%) than the current rate.

1%0 Current [ %0
Decreass Discount Rate [ncrease
T 0% 5.10% o, 10%%
Total pension lability 8 11,611,537 % 10549072 % 0624 802
Fiduciary net position 10,401,695 10,401 695 10,401 535
Met pension lHability / (asset) 5 1,209.842 % 147377 § gr?ﬁ.m}:q
—_— e
Continued
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LIPSCOMB COUNTY, TEXAS

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2018

MNOTE 6 - RETIREMENT PLAN - Continuation

Pension plan fiduciary net position: Detailed information about the pension plan’s fiduciary net position is available in the

separately izzued TCDES financial report,

Pension Expense [ (Income):

Service cost

Interest on total pension liability (1)
Effect of plan changes
Adminisirative expenses

Member contributions

Jamuary 1, 2017 1o
December 31, 2017

Expected investment return net of investment expenses

Recognition of deferred inflows/outflows of resources
Recognition of economic/demographic gains or losses
Recognition of assumption changes or inputs
Recognition of investment gains or losses

Other (2)

Pension expense / (income)

$ 310,928
811,592

6,917

(152,462)
(741,487)

(75.371)
80,330
44,014

2,559

5 ZETIIEIEGI

{1} Reflects the change in the liability due to the time value of money. TCDRS does not charge fees or interest.
{2} Relates to allocation of systern-wide items.

Deferred Inflows / Outflows of Resources: As of December 31, 2017, the deferred inflows and outflows of resources are as

follows:

Differences between expected and actual experience

Changes of assumptions

Met difference between projected and actual earnings
Contributions made subsequent to measurement date

L

Deferred Inflows  Deferred Outflows
of Resources of Besources
b1 13T -
- 86,489
163,511 E
e 205,928
Continued



LIPSCOMB COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEFTEMBER 30, 2018

NOTE 6 = RETIREMENT PLAN — Continuation

Amounts currently reperted as deferred outflows of resources and deferred inflows of resources related 1o pensions, excluding
contributions made subsequent to the measurement date, will be recognized in pension expense as follows:

Year ended December 31:

2018 i 41,137
009 33,092
2020 (109, 249
2021 (121,139}
2022 3
Thereafter -

NOTE 7 - POST-EMPLOYMENT DEFINED BENEFIT GROUP TERM LIFE INSURANCE PLAN
Plan Deseripiion

Lipscomb County, Texas participates in a cost-sharing multiple-employer defined-benefit group-term life insurance plan
operated by the Texas County & District Retirement System (TCDRS). This plan is referred to as the Group Term Life Fund
{GLTF). This optional plan provides group term life insurance coverage to current eligible emplovees.

The GTLF is a separate trust administered by the TCDRS board of trustees. TCDRS issues a publicly available comprehensive
annual financial report {CAFR) that includes financial statements and required supplementary information for the GTLF. This
report is available at www tedrs org. TCDRS' CAFR may also be obtained by writing to the Texas County & District System,
P.0. Box 2034, Austin, TX 78768-2034, or by calling 800-823-7782,

Funding Policy
Each participating emplover contributes to the GTLF at a contractually required rate. An annual actuarial valuation is

performed and the contractual rate is determined using the unit credit method for providing one-year term life insurance.

Lipscomb County, Texas contributions to the GTLF for the vear ended September 30, 2018, 2017 and 2016, were $6,98a,
$7.,032, and $8,121, respectively, which equaled the contractually required contributions each year.

NOTE 8 = CONCENTRATION OF TAXPAYERS

As of September 30, 2018, the following taxpayers accounted for a significant portion of the County’s total tax levy.

Percent of
Taxpayer Indusiry Tax Amount Total Levy

Taxpayer A (nl & CGas b 4l B3R 355 %
Taxpayer B Ol & Gas 382,699 9.03
Taxpayer C il & Gas 217,850 514
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LIPSCOMB COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEFTEMEBEER 30, 2018

NOTE 9 - INTER-FUND RECEIVBALES, PAYABLES, AND TRANSFERS

Individual Fund Inter-fund Receivables and Favables

Inter-fund [nter-fund
Fund Receivables Pavables

General Fund 3 4,546 8 1,808
Special Revenue:

Road and Bridge 1,808 a
Internal Service Fund:

Employee Health Plan - 4,546

b 6,354 3§ 6,354

The primary purpose of inter-fund receivables and payables are the reimbursement of the general fund for cash disbursements
through both the accounts payable and payroll clearing funds.

Individual Fund Inter-fund Transs

Inter-fund Inter-fund
Fund Transfers In Transfers Out
Ceneral Fund b 5000 % 14,526
Special Revenue Funds:
Road and Bridge 14,526 25,000
5 39526 % 395526

Transfers are primarily utilized to use unrestricted revenues in the General Fund to finance various programs accounted for in
other funds in accordance with budgetary authorizations,

NOTE 10 - ACCRUED COMPENSATED ABSENCES

Accrued compensated absences activity for the year ended September 30, 2018, was as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance Chne Year
Governmental activities:
Compensated absences E 74,527 % ﬁlihﬁ 5 535.514]; b 50,380 % 5,000

e &



LIPSCOMEB COUNTY, TEXAS
NOTES TO FINANCIAL STATEMENTS
SEFTEMBER 20, 2018

NOTE 11 = RISK MANAGEMENT

The County's major areas of risk management are: public officials’, law enforcement, and automobile liability, general
comprehensive liability and property damage, workers' compensation, and employee health insurance, The County has
obtained insurance with an insurance company and a public entity risk pool in which all risk is transferred to those entities for
all the above areas, The County pays a deductible per incident except on the emplovee health insurance in which the
deductible is the responsibility of the employee. There have been no significant reductions in insurance coverage from the
prior vear and sefflements have nol exceeded insurance coverage for the current vear or the previous thres vears,

NOTE 11 - PROBATION DEFARTMENTS
Commmniiity Supervision and Corrections (Adult Probation)
The 31 District CSCD is a joint venture between Wheeler, Lipscomb, Hemphill and Roberts Counties. The County’s local

funding to this department for the vear ended September 30, 2008 was 52,900, There is not an issued audit opinion on the
restitution, probation fees, or any county funding.
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LIFSCOME COUNTY, TEXAS
SCHEDULE OF REVENUES, EXFENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
GEMERAL FUND
FOR THE YEAR ENDED SEFTEMEBER 30, 2018

Budgeted Amounts Varlance with
Original Final Actual Amounts Final Budget
REVENUES
Propeérty taxes 5 2,834,607 % 2834607 § 28004%8 5 (34,1059
Licenses and fees 133,000 F23,000 120,843 (1,157
Fines and forfeitures 25,000 25,000 34,641 D641
[ntergovemmaental - 36,152 56,132 -
[nvestment carmings 30,000 30,0040 58434 25,434
Migcellaneous 52,206 52,206 56,571 4,363
Totl revenues 3,064,813 3, 120,965 3,127,139 6,174
EXPENDITURES
Current:
Administrative
County Judge 189,955 204,733 206,733 -
Commissioners' Court 218,174 214,832 203,670 9,162
County and Distriet Clerk ‘ 218,869 235,543 215,543 2
Adeministrative 268,000 234,608 228,600 &, 05
County Treasurer 163,935 174,062 174,062 -
Tax Assessor/Collector 233,031 245,015 248015 -
Total administrative 1,313,964 1,314,791 1,289,623 13,168
Judicial
IHstrict court 77494 7100 77,100 -
Justice of the Peaca 52,791 2211 81191 0
Miscellaneous court 133,760 132,583 132,683 .
Total judiclal 304,045 0L 884 Joge7d n
Public favilites
Courthouss and other buildings 176,714 198,933 198,938 Y
Libraries 16,425 16,425 16,425 i
Parks 2 BR0 2,600 2,000 -
Cemeteries 25380 19,4518 19618 -
Total public facilities 221,401 237,581 237,581 =
Public safety
Fire departmenis 54,000 5 K 54,000 -
County Sheriff 953,020 029,045 $25.043 =
Total public safety 1007020 D3, 045 DE3.043 -
Continsed
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LIFSCOMB COUNTY, TEXAS

SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

GEMERAL FUND

FOR THE YEAR ENDED SEPTEMBER 30, 2018

Continustion
EXPENDITURES
Current:
Puhlic service
Health and welfare
Ag extension service
Soil and water conservation
Historical commission
Tzl public service
Capital outlay

Total expendineres

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES

Tranafess in
Tranafers o

Total other financing sources
NET CHANGE IN FUND BALANCE
FUND BALANCE - BEGINNING

FUND BALANCE - ENDING

Budgeted Amounts

Variance with

Diriginal Final Actual Amounts Final Budget
22,000 4,05 44,049 =
172,883 i449 385 [d% 385 =
4, 5 4,500 4,500 -
10,000 G.773 0,775 =
209,383 200,751 200,751
G.0on 86,725 86,725 =
3,‘:&3” 3,124 88T 3. 100,699 15,188
t £ 3,523] 174440 21,362
- - 25 (el 25,000
5 - {14,526 [14.526)
= - 10,474 10474
- (3,922) 27914 31,836
IﬁlEéﬂ 2.833,670 2,833,670 =
b 2831679 i 2 829,757 5 2861593 & 11,836
_————— ———ae—— e, e
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LIPSCOMEB COUNTY, TEXAS
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
ROAD AND BRIDCGE FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2018

Budgeted Amounts Yariance with
Original Final Actual Amounts Final Budget
REVENUES
Property taxes 5 1370876 8§ 1,IT0ET6 % 354,811 % (16,065)
Licenses and fees 263,000 263,000 275,425 12,428
Intergovernmental 15,685 15,685 15899 214
Investment earmings 5,736 5,736 1,086 {4,650
Miscellaneous 30,000 30,00 44,045 19,049
Total revenues [,685,297 1685297 1.6%6,2T0 10,973
EXPFEMDITURES
Current:
Road and bridge
Precinect #1 e 536 364,048 364,048
Precinct #2 490,457 523,144 523,144
Precinet 83 476,261 438940 438,540
Precimct #d 333,053 331,638 331,638
Todal roed and bridge 1,685,257 G657, 770 LEST. T
Capital outlay . 51,387 51,387
Tiotal expenditures 1,685.297 1,700,157 1,708,157 -
EXCESS OF REVENUES OVER
(UNDER)} EXPENDITURES - {23 860) {12,887} 10,573
OTHER FINANCING SOURCES (USES)
Transfers in - - 14,526 14,526
Transfers out - - (25,000} (25 000}
Total other Anancing sources
{uses) - - {10,474} (10,474)
NET CHANGE IN FUND BALANCE = [23.860) (23,361) 4494
FUND BALANCE - BEGINNING 237,300 937,500 $37.500 -
FUND BALANCE - ENDING -] HJ'FI&LH} i 913,640 % Gi4,138 § 4449
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LIPSCOMB COUNTY, TEXAS
TEXAS COUNTY AND DISTRICT RETIREMENT SYSTEM
SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS
Last Ten Years (will ultimately be displayed as available)

Year Ended December 31,

2017 2016 2015 2014

Total Pension Liability:
Service cost b 310,928 % 34,509 § 297042 % 277,967
Interest on total pension liability (1) 811,592 T60,771 724,103 691,976
Effect of plan changes - - {19,407) &
Effect of assumption changes or inputs 129,734 - 111,257
Effect of economic/demographic

(gains) or losses {99,047} (39,319) (87,747) (109,615)
Benefit paymentsrefunds of contributions (613,776) (518,624) (552,803 (484,607
Net change in total pension liability 539,431 517337 472,355 375,721
Total pension liability, beginning 10,009 6 1 0,402 304 9,019,549 B.644,228
Total pension liability, ending (a) £ 10549072 % 10009641 0§ 949234 F 0019949

_—————— ee———

Fiduciary MNet Position:
Employer contributions 8 275303 § 2852531 % 265,566 8 253,287
MMember contributions [52462 157973 147,070 140,270
[nvestment income net of investment

eXpenses 1,347,185 641,109 50,285 570,636
Benefit paymentsrefunds of contributions (513,776) (518,624) (332,893 (484,607
Administrative expenses {6,917 (6,979) (6,268) (6,582)
Other (2,359 3,044 25804 {63.682)
Met change in fiduciary net position 1,151,698 562,676 (70,344) 402,322
Fiduciary net position, beginning 9,249,997 8,687,321 8,757,665 8,348,343
Fiduciary net position, ending (b) § 10401695 § 9249997 £ 8687321 §  BT757.665
et pension liability / (asset),

ending = {a) - (b) $§ 147377 0§ 759644 5 804983 § 262,284
Fiduciary net pogition as a % of

total pension lighility O8.60% 92.41% 91.52%; 97.04%
Pensionable covered payroll FOZIT8030 £ 2244548 5 ZI0LOOT % 2,003,857
Net pension liability as a %% of

covered payroll 6. 7T 33.84% 3B.31% [3.088%

This schedule is presented to show information for 10 years in accordance with the standards of GASE 68, However,
recalculations of prior years are not required, and if prior years are not reported in accordance with the standards of GASHE 68,
they have not been shown, Therefore, we have shown only years for which the new standard has been implemented.

-35-



LIPSCOMBE COUNTY, TEXAS

TEXAS COUNTY AND DISTRICT RETIREMENT SYSTEM
SCHEDULE OF EMPLOYER CONTRIBUTIONS
Last Ten Fiscal Years (will ultimately be displayed as available)

Actuarially Actual Contribution Pensionable Actual Contribution
Year Ending Determined Employer Deficiency Covered s a % of Covered
September 30: Contribution Contribution (Excess) Payroll Payroll
2015 b 260,469 260,469 - 2,060,673 12.6%
2016 261,084 285,873 (24,789 2,261,652 12.6%
2017 249023 276,746 {26,823) 2,185 449 12.6%
20108 236,549 275935 (39,386) 2,183,033 12.6%
Muotes to Schedule:
Valuation Date Actuarially determined contribution rates are calculated each December 31,

two years prior to the end of the fiscal year in which the contributions are
repored,

Actuarial Cost Method
Amortization Method
Remaining Amortization Period
Aszset Valuation Method
Inflation

Salary increases

Investment rate of return

Retirement age

Mortality

Methods Reflected in the Schedule
of Employer Contributions

Changes in Plan Provisions Reflected
in the Schedule of Employer

Entry Age

Level percentage of payroll, closed

7.1 years (based on contribution rate calculated in 12/31/2017 valuation)
S-year smoothed market

2.75%

Varies by age and service. 4.9% average over career including inflation
8.0%, net of investment expenses, including inflation

Members who are eligible for service retirement are assumed to commenca
receiving benefit payments based on age. The average age at service
retirement for recent retirees is 51,

130% of the RP-2014 Healthy Annuitant Mortality Table for males and
[ 10% of the RP-2014 Healthy Annuitant Morfality Table for females, both
projected with 110% of the MP-2014 Ultimate scale after 2014.

New inflation, mortality and other assumptions were reflected in the
Schedule of Employer Contributions for 2013,

Mew mortality assumptions were reflected in the Schedule of Employer
Contributions for 2007,

Mo changes in plan provisions were reflected in the Schedule of Employer
Contributions for 2015 or 2016.

New Annuity Purchase Rates were reflected in the Schedule of Employer
Contributions for benefits earned after 2017,

o
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NONMAJOR GOVERNMENTAL FUNDS
SPECIAL REVENUE FUNDS

The Special Revenue Funds account for the proceeds of specific sources that are legally restricted to expenditures for specified
plrposes.

Records Management — The Records Management Funds account for revenues derived from the records management
and preservation fees collected by the County and District Clerk on all recorded documents. The revenues are to be used
for specific records preservation and automation projects in the County and District Clerk's office.

Records Preservation — The Records Preservation Fund accounts for revenues from fees collected on criminal and civil
court cases by the District and County Clerk. The revenues are to be used for specific records management projects in
any office in the County.

Justice Court Technology — The Justice Court Technology Fund accounts for revenues from technology fees collected
by a justice court from defendants convicted of 2 misdemeanor offense. The revenues may be used only to finance the
purchase of technology enhancements for a justice court.

Courthonse Security — The Courthouse Security Fund accounts for revenues derived from the courthouse security fees
collected by the District and County Clerk as well as the Justice of the Peace, The revenues are 1o be used to help fund
security measures or services for buildings housing a district or county court.

Hot Check - The County Attorney Hot Check Fund is used to account for revenues derived from the fiees assessed on the
collection and processing of dishonored and forged checks, The funds can be used at the County Attorey’s discretion to
defray the salarles and expenses of the prosecutor’s office.

Jail Commissary = The Sheriff's Commissary Fund accounts for the proceeds received by the Sherifls office from
incarcerated persons on the sale of commissary items. The funds are restricted by law to be used to maintain the
commissary and for the benefit of the Sheriff's Department.
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FIDUCIARY FUNDS
AGENCY FUNDS

The Agency Funds account for assets received in the capacity of trustee or agent for the County, other governmental entity or
individual.

Tax Assessor Collector — The Tax Assessor Collector Fund accounts for money collected by the Tax Assessor Collector
and remitted to various taxing jurisdictions.

County and District Clerk — The County and District Clerk Fund accounts for registry funds held by the County and
District Clerk,



LIPSCOMB COUNTY, TEXAS
COMBINING STATEMENT OF FIDUCIARY NET POSITION

AGENCY FUNDS
SEPTEMBER 30, 2015
Tax Azsessor County and
Collector Dhistrict Clerk Total
ASSETS
Cash b TL585 % 5120 § 77,705
Total assets 4 72585 % L2 % 17,705
—E—— —_— —_—
LIABILITIES
Due to other governments 5 53623 § L VIR 53,643
Deposits 18,962 5,100 24,062
Total liabilities 5 TL3B5 % 5120 % 7. 705
ES e ——
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].)DDSHIEE PICKENS & FRANCIS, LLC

CERTIFIED PUBLIC ACCOUNTANTS

301 5, Polk, Suite 800 PO, Box 9938
Amarille, TR 771055938 BO6.373.3011
Fox: B04. 3788128  +© wwendplopo.com

To The Honorable County Judge and
Commissieners Comprising the
Commissioners’ Court of
Lipscomb County, Texas

INDEPENDENT AUDITORS' REPORT ON INTERMAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER. MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTE
PERFORMED IN ACCOBRDANCE WITH GOVFERNMENT AUDITING STANDARDS

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of the
United States, the financial statements of the governmental activities, cach major fund, and the aggregate remaining fund
information of Lipscomb County, Texas as of and for the year ended September 30, 2018, and the related notes to the financial
statements, which collectively comprise Lipscomb County, Texas' basic Anancial statements and have issued our report
thereon dated November 16, 2018,

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Lipscomb County, Texas” internal control over
financial reporting (internal control} to determine the audit procedures that are appropriate in the circumstances for the purpose
of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
Lipscomb County, Texas' internal control. Accordingly, we do not express an opinion on the effectiveness of Lipscomb
County, Texas' internal control,

A deficiency in internal conirol exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent, or detect and correct, misstatements on a timely basis. A
material weakness 13 a deficiency, or a combination of deficiencies, in internal control, such that there I3 a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal contrel that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.

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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Lipscomb County, Texas' financial statements are free from material
misstatement, we performed tests of its compliance with certaln provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and matarial 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 no instances of noncompliance or other
matters that are required to be reported under Govermment Auditing Standards.
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Lipscomb County, Texas
Page 2

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of infernal control and compliance and the results of
that testing, and not to provide an opinion on the effectiveness of the entity's internal control or on compliance. This report is
an integral part of an audit performed in accordance with Government Auditing Standards in considering the entity's internal
control and compliance. Accordingly, this communication is not suitable for any other purpose.

"ﬂ mr"ﬂ’f ﬂﬂﬁ.’s ,I' l#;im.éi'.fl, L-L;'~

DOSHIER, PICKENS & FRANCIS, LLC
Movember 16, 2018
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