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CHAMBERS COUNTY AUDITOR

Tony Sims P.O. Box 910 Anahuac, Texas 77514 {409) 267-2405

June 19, 2014

To the Honorable County Judge,
Members of the Commissioners” Court, and
Citizens of Chambers County, Texas:

The County Auditor’s office is pleased to submit the Annual Financial Report for Chambers County,
Texas (the “County”) for the fiscal year ended December 31, 2013.

This report was prepared to provide the Commissioners’ Court, County staff, our citizens, our
bondholders, and other interested parties with detailed information concerning the financial condition and
activities of the County. Responsibility for both the accuracy of the presented data and the completeness
and fairness of the presentation, including disclosures, rests with the County. We believe the data as
presented is accurate in all material respects, and is presented in a manner designed to fairly present the
financial position and results of County operations as measured by the financial activity of its various
funds. We also believe that all disclosures necessary to enable the reader to gain a reasonable
understanding of the County’s financial affairs have been included.

The County financial statements have been audited by Belt Harris Pechacek, LLLP, Certified Public
Accountants. The goal of the independent audit was to provide reasonable assurance that the financial
statements of the County for the fiscal year ended December 31, 2013 are free from material
misstatement. The independent audit involved performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements; evaluating the appropriateness of accounting policies
used and the reasonableness of significant accounting estimates; and evaluating the overall presentation of
the financial statements. The independent auditor concluded, based on the audit, that there was a
reasonable basis for rendering an unmodified opinion that the financial statements for the year ended
December 31, 2013, are fairly presented in conformity with Generally Accepted Accounting Principles
(GAAP). The independent auditors’ report is presented as the first component of the financial section of
this report.

The independent audit of the the County’s financial statements was part of a broader, federally mandated
“Single Audit” designed to meet the special needs of federal grantor agencies. The standards governing
Single Audit engagements require the independent auditor to report not only on the fair representation of
the financial statements, but also on the County’s internal controls and compliance with requirements,
involving the administration of federal awards.

GAAP requires that management provide a narrative introduction, overview and analysis to accompany
the basic financial statements in the form of Management’s Discussion and Analysis (MD&A). The letter
of transmittal is designed to complement the MD&A and should be read in conjunction with the MD&A.
The MD&A can be found in the Financial Section of the Annual Financial Report.

PROFILE OF THE COUNTY
The County was created in 1838 and is located in southeast Texas bordered by Harris, Jefferson,

Galveston, and Liberty Counties. The County occupies an area of 613.5 square miles of land and 294.4
square miles of water and serves a population of approximately 35,600 in 2013.



The County operates as specified under the Constitution of the State of Texas, and in accordance with the
provisions of the Statutes of Texas, which provide for a Commissioners’ Court consisting of the County
Judge and four Commissioners, each of whom is elected from four geographical precincts. The County
Judge is elected for a four-year term and the Commissioners for four-year staggered terms. The
Commissioners’ Court establishes policies for County operations, approves contracts for the County,
adopts the County budget and sets the tax rate.

The County Auditor has responsibility for prescribing the systems and procedures for handling the
finances of the County and examining, auditing, and approving all disbursements from County funds
prior to submission to the Commissioners’ Court for approval.

The financial reporting entity of the County includes all of the funds for the County. The County provides
a full range of services including police protection, legal and judicial services, and construction and
maintenance of roads and bridges. The transactions of all elected County, District, and precinct officers
are also included. Although these officials are responsible solely to the electorate, the officials receive
funding for the operation of their departments from the Commissioners’ Court, which has discretion over
those expenditures.

The annual budget serves as the foundation for the County’s financial planning and control. All
departments of the County are required to submit requests to the County Judge each year.
Commissioners’ Court is required to hold public hearings on a proposed budget. The County adopts a
final budget prior to setting the ad valorem tax rate, normally finalized by September 30" of each year.
The appropriated budget is prepared by fund, department, and category. All transfers of appropriations,
either between departments or within an individual department’s budget, require approval of
Commissioners’ Court. Budget-to-actual comparisons are provided in this report for the general, debt
service, road and bridge, and other nonmajor special revenue funds.

FACTORS AFFECTING FINANCIAL CONDITION

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

Local Economy — The County is diverse in its economic makeup. Government is a significant job source
for the area, while additional employment focuses on agribusiness, including ranching, rice and soybean
farming, and also the commercial fishing industry. Throughout the County, there are numerous
petrochemical plants, construction and service industries, and a growing number of retail and
manufacturing businesses, which all play a part in the County’s economy. The County has several
expansion projects that are under construction, and various others are anticipated over the next 5 years.

The increase in oil and gas production throughout Texas has resulted in several major plant expansion
projects in West Chambers County in the Mont Belvieu area. Several RV park facilities started
construction in 2013 in anticipation of over 10,000 temporary construction workers needed for the plant
projects over the next 5 years.

In 2013, two major retail chains expanded into Chambers County. Tractor Supply opened their new store
on the East side of the County in Winnie, and Wal-Mart started construction on their new store on the
West side of the County in the Baytown / Mont Belvieu area.

The year 2000 census for the County reported the population at 26,031. The year 2010 census reported a
population of 35,096. That reflects an increase of over 9,000 or almost 35%. The 2012 fiscal year total
certified property values for Chambers County were set at $5.89 billion; a 1.7 percent increase over the
prior year. The 2013 fiscal year property values were certified at $6.86 billion, a significant increase of
16.4 percent over fiscal year 2012. Preliminary 2014 values are reported to be $ 7.29 billion on April 23,
2014.



Environmental - Environmentally, the County is in viable condition, having suffered relatively little
natural degradation and alteration from outside development. The salt grass prairie marsh and the
shoreline around Galveston and Trinity Bays host a rich wildlife community attracting hunters, bird
watchers, and other outdoor enthusiasts. Anahuac National Wildlife Refuge and the Moody National
Wildlife Refuge, combined with the State of Texas’ Candy Abshier Wildlife Management Area, create an
area of over 38,000 acres of sustained natural resources, The County Parks System includes over 260
acres of developed parks and recreational areas mainly being located along the County’s 164 miles of
navigable waterways. As a result of the existing environmental quality and the abundance of natural
resources, the County remains positioned for continued growth and prosperity.

Long-Term Financial Planning — The County records reflect a modest debt level and a much improved
reserve level that have resulted from conservative fiscal management practices. The County practices
conservative budgeting and adopted a fund balance policy that requires the County to maintain an
unassigned fund balance in the general fund not less than 25% of annual expenditures. For fiscal year
2013, the County’s unassigned general fund balance is sufficient to meet the fund requirement.

The County recognizes several long-term needs that continuously need studying and funding by
Commissioners’ Court, Road construction and other infrastructure projects will be necessary to facilitate
growth in industry and population. Maintenance and improvement projects to County owned facilities
were started in 2013 and continue into 2014 in order to increase courthouse security and to provide
accommodations to citizens and visitors at the courthouse, courthouse annexes, and general use facilities.
Two major road projects were initiated in 2012 and will continue construction through mid-2016.

Cash Management — The County annually adopts a formal investment policy that is consistent with the
Public Funds Investment Act and Public Funds Collateral Act. The County follows the “prudent person
rule” in investment decisions. The objectives of the County Investment Policy are to ensure the safety of
the principal, to maintain adequate liquidity, and yield the highest possible return subject to the first two
principals. Cash was invested according to policy guidelines in fiscal year 2013. The County depository
contract is with Prosperity Bank, with local branches in Winnie, Texas and Mont Belvieu, Texas.

Risk Management — The County provides for property loss exposures through commercial insurance
coverage, which includes: property damage on most facilities to include fire and extended coverage for
windstorm, general liability, automobile liability, select equipment and automobile physical damage,
aviation damage and liability, law enforcement liability, officials’ errors and omissions liability, and
liability of certain construction projects as needed. Coverage provides officials and employees with the
right to be reimbursed for damages, court costs, and costs of legal defense of suits in certain
circumstances, when related to their official County duties.

The County purchases liability insurance and claims administration services for worker’s compensation
from a third-party administrator. A safety committee meets periodically to address safety issues and
provide recommendations for Commissioners’ Court consideration. The safety committee consists of at
least one employee representative from each major County department. Additionally, in 2013
Commissioners’ Court designated a full time safety coordinator to supervise safety improvement
initiatives.

Pension and Other Post-Employment Benefits — The County provides retirement, disability, and death
benefits for all its employees through a non-traditional defined benefit pension plan in the statewide
Texas County and District Retirement System (TCDRS). Specific plan provisions are adopted by the
County within the options available in the State statutes governing the TCDRS. 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 monetary credits is adopted within the actuarial constraints imposed by the
TCDRS Act, and with a focus on the funded ratio, so that the resulting benefits can be expected to be



adequately funded. Detailed information on the retirement plan and other post employment benefits can
be found in the notes to the financial statements.

OTHER INFORMATION

Independent Audit — In compliance with Texas Local Government Code Section 115.045, the County’s
financial records have been audited by independent certified public accountants, and their report has been
included in this report.

Acknowledgments — We express our appreciation and thanks to the members of the County
Commissioners’ Court and all County employees who have given their support in planning and
conducting the financial operations of the County in a fiscally responsible manner. A special recognition
should be given to the efficient and dedicated efforts of the County Auditor’s staff, without whom this
preparation would not be possible. We also express our gratitude to the accounting firm of Belt Harris
Pechacek, LLLP, Certified Public Accountants, for sharing their knowledge, and extending their
cooperation and support to the County Auditor’s Office.

Respectfully submitted,
AA

Tony Sims

County Auditor
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INDEPENDENT AUDITORS’ REPORT

To the Honorable County Judge and
Members of the Commissioners’ Court of
Chambers County, Texas:

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Chambers County, Texas
(the “County™) as of and for the year ended December 31, 2013, and the related notes to the financial
statements, which collectively comprise the County’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the 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 order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the County’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
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accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements,

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the County as of December 31, 2013, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then ended, in
accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis, budgetary comparison information, and schedules of funding progress,
identified as Required Supplementary Information on the table of contents, 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the County’s basic financial statements. The introductory section and combining statements and
schedules are presented for purposes of additional analysis and are not required parts of the financial
statements.

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

The introductory section has not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we do not express an opinion or provide any assurance on it.

12



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated, June 19, 2014
on our consideration of the County’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the County’s internal control over
financial reporting and compliance.

@%LT @ﬁxmls @;CHACEK, LLLP

Belt Harris Pechacek, LLLP
Certified Public Accountants
Houston, Texas

June 19, 2014
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CHAMBERS COUNTY, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2013

The purpose of the Management’s Discussion and Analysis (MD&A) is to give the readers an objective and easily
readable analysis of the financial activities of Chambers County, Texas (the “County”) for the year ending
December 31, 2013. The analysis is based on currently known facts, decisions, or economic conditions. It
presents short and long-term analysis of the County’s activities, compares current year results with those of the
prior year, and discusses the positive and negative aspects of that comparison. Please read the MD&A in
conjunction with the transmittal letter at the front of this report and the County’s financial statements, which
follow this section.

THE STRUCTURE OF OUR ANNUAL REPORT

Components of the Financial Section

Management’s Basic Financial Required
Discussion and Statements Supplementary
Analysis (I Information
Independent Government-Wide Fund Financial Notes to the
Auditors’ Report Financial Statements Financial
Statements Statements
Summary Detail

The County’s basic financial statements include (1) government-wide financial statements, (2) individual fund
financial statements, and (3) notes to the financial statements. This report also includes supplementary
information intended to furnish additional detail to support the basic financial statements themselves.

GOVERNMENT-WIDE STATEMENTS

The government-wide statements report information for the County as a whole. These statements include
transactions and balances relating to all assets, including infrastructure capital assets. These statements are
designed to provide information about cost of services, operating results, and financial position of the County as
an economic entity. The Statement of Net Position and the Statement of Activities, which appear first in the
County’s financial statements, report information on the County’s activities that enable the reader to understand
the financial condition of the County. These statements are prepared using the accrual basis of accounting, which
is similar to the accounting used by most private-sector companies. All of the current year’s revenues and
expenses are taken into account even if cash has not yet changed hands.

17



CHAMBERS COUNTY, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended December 31, 2013

The Statement of Net Position presents information on all of the County’s assets, liabilities, and deferred
inflows/outflows of resources, with the difference reported as net position. Over time, increases or decreases in
net position may serve as a useful indicator of whether the financial position of the County is improving or
deteriorating. Other non-financial factors, such as the County’s property tax base and the condition of the
County’s infrastructure, need to be considered in order to assess the overall health of the County.

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

The Statement of Net Position and the Statement of Activities are reported as two classes of activity:

1. Governmental Activities — Most of the County’s basic services are reported here including general
government, public safety, administration of justice, road and bridges, community enrichment,
health and human services and tax administration. Interest payments on the County’s debt are
also reported here. Sales tax, property tax, fees, fines and forfeitures and other revenue finance
most of these activities.

2. Business-Type Activities — Services involving a fee for those services are reported within this
class. These services include the County’s solid waste collection, airport, and golf course.

The government-wide financial statements can be found after the MD&A.

FUND FINANCIAL STATEMENTS

Funds may be considered as operating companies of the parent corporation, which is the County. They are
usually segregated for specific activities or objectives. The County uses fund accounting to ensure and
demonstrate compliance with finance related legal reporting requirements. The three categories of County funds

are governmental, proprietary, and fiduciary.

Governmental Funds

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

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

The County maintains 60 individual governmental funds. Information is presented separately in the governmental
fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund
balances for the general, road and bridge, debt service, CDBG disaster recovery non-housing, and capital project
99 construction funds, which are considered to be major funds for reporting purposes.
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CHAMBERS COUNTY, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended December 31, 2013

The County adopts an annual appropriated budget for its general, road and bridge, debt service and select special
revenue funds. A budgetary comparison schedule has been provided for the general, road and bridge, debt service

and select special revenue funds to demonstrate compliance with these budgets.

Proprietary Funds

The County maintains two types of proprietary funds. Enterprise funds are used to report the same functions
presented as business-type activities in the government-wide financial statements. The County uses enterprise
funds to account for its solid waste collection, airport, and golf course. The proprietary fund financial statements
provide separate information for the solid waste collection, airport, and golf course. The basic proprietary fund
financial statements can be found in the basic financial statements of this report,

The County also uses an internal service fund to account for its medical benefits. This internal service fund has
been included within governmental activities in the government-wide financial statements.

Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the government. Fiduciary
funds are not reported in the government-wide financial statements because the resources of those funds are not
available to support the County’s own programs. The accounting used for fiduciary funds is much like that used
for proprietary funds. The County maintains fourteen fiduciary funds. The County’s fiduciary activities are
reported separately in a statement of fiduciary net position.

Notes to Financial Statements

The notes to the financial statements provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial statements. The notes are the last section of the basic
financial statements.

Other Information

In addition to basic financial statements, this MD&A, and accompanying notes, this report also presents certain
Required Supplementary Information (RSI). The RSI includes a budgetary comparison schedule for the general
and road and bridge funds and schedules of funding progress for the Texas County and District Retirement
System and post employment healthcare benefits. RSI can be found after the notes to the basic financial
statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of the County’s financial position. Assets
and deferred outflows of resources exceed liabilities and deferred inflows of resources by $53,650,202 as of
December 31, 2013. This compares with $48,739,898 from the prior fiscal year. A portion of the County’s net
position, 57% reflects its investments in capital assets (e.g., construction in progress, building, equipment, and
infrastructure) less any debt used to acquire those assets that is still outstanding. The County uses these capital
assets to provide services to citizens. Consequently, these assets are not available for future spending. Although
the County’s investment in its capital assets is reported net of related debt, it should be noted that the resources
needed to repay this debt must be provided from other sources, since the assets themselves cannot be used to
liquidate these liabilities.
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CHAMBERS COUNTY, TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended December 31, 2013

Statement of Net Position:

The following table reflects the condensed Statement of Net Position:

Current and other assets
Capital assets, net
Total Assets

Deferred outflows
of resources
Total Deferred Outflows
of Resources

Other liabilities
Long-term liabilities
Total Liabilities

Deferred inflows
of resources
Total Deferred Inflows
of Resources

Net position:
Net investment in
capital assets
Restricted
Unrestricted
Total Net Position

2013 2012
Governmental Business-Type Governmental  Business-Type

Activities Activities Total Activities Actijvities Total
$ 77665155 § 3,127,076 § 80,792,231 $ 71,596,296 § 2,941,509 $ 74,537,805
34,911,221 4,745,715 39,656,936 27,841,513 3,995,536 31,837,049
112,576,376 7,872,791 120,449,167 99,437,809 6,937,045 106,374,854
201,116 - 201,116 212,289 - 212,289
201,116 - 201,116 212,289 - 212,289
3,666,233 121,101 3,787,334 9,389,044 151,512 9,540,556
24,811,442 5,688,048 30,499,490 10,817,956 5,895,292 16,713,248
28,477,675 5,809,149 34,286,824 20,207,000 6,046,804 26,253,804
32,713,257 - 32,713,257 31,593,441 - 31,593,441
32,713,257 - 32,713,257 31,593,441 - 31,593,441
25,989,418 4,745,715 30,735,133 28,984,858 3,995,536 32,980,394
22,712,444 - 22,712,444 12,362,622 - 12,362,622
2,884,698 (2,682,073) 202,625 6,502,177 (3,105,295) 3,396,882
$ 51,586,560 § 2,063,642 § 53,650,202 § 47849657 § 890,241 $ 48,739,898

A portion of the County’s net position, $22,712,444 or 42 percent, represents resources that are subject to external
restriction on how they may be used. The remaining balance of unrestricted net position was $202,625 and may
be used to meet the County’s ongoing obligation to citizens and creditors.

The County’s total net position increased by $4,910,304 during the current fiscal year. The County experienced an
increase in property taxes revenue, as well as decreases in expenditures in health and welfare, financial
administration, law enforcement and public safety, and the transportation departments during the year. There was
also a decrease in transfers from general governmental activities to business-type activities of $1,850,131 from the

prior year.
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