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General administration costs increased for improvements to computer infrastructure and software systems, as well as 
slight increases in employee compensation and benefits.  Judicial expenses were up due to increased costs of 
attorneys appointed for indigent defense. The cost Public safety increased from higher compensation for Sheriff 
deputies and housing inmates in out-of-county jails.    Due to the decline in price of  fuel, gasoline costs were down.  
Overall, current expenditures increased slightly by 1.32%. 
 
DEBT ADMINISTRATION - At September 30, 2015, Hood County had general long term bonded debt, Texas tax 
notes and contractual obligations outstanding in the amount of $ 22,592,997.  The County has maintained its debt 
ratings by both Fitch, and Standard & Poor’s at AA – Stable outlook.  Net tax-supported debt per capita for the 
County debt was $417. 
 
CASH MANAGEMENT - The County’s investment policies are in accordance with the laws of the State of Texas.  
The policies identify the authorized investments, collateral requirements and safekeeping requirements for collateral.  
Demand deposits are backed by both FDIC coverage and specific federal and municipal securities pledged by the 
depository bank.  The remaining funds are held at Texpool and Texstar, approved government investment pools. 
 
ENTERPRISE OPERATIONS - The County currently maintains no enterprise funds.  
 
RETIREMENT PLAN FUNDING - The County provides pension, disability and death benefits for all of its 
employees (half time or more) through a nontraditional, joint contributory, defined contribution plan in the Texas 
County and District Retirement System, (TCDRS).  The County contribution rate was 6.58% for 2015 and 6.86% for 
2014, and for employee members is six percent of covered payroll.  The TCDRS “funded ratio” of the plan 
improved to just over 98%, as reported by TCDRS. 
 
RISK MANAGEMENT – The County participates in the Texas Association of Counties programs for risk 
management.  These programs provide coverage for various types of risks including: property and casualty, vehicle 
operation, general liability, and employee coverage for health, unemployment and workers’ compensation. 
 
OTHER INFORMATION 
 
INDEPENDENT AUDIT - State laws require an annual audit by independent certified public accountants.  
Commissioners’ Court engaged the public accounting firm of Davis Kinard & Co, PC.  Their audit was designed to 
meet the requirements set forth in state statutes, and generally accepted governmental auditing standards.  The 
auditors’ report on the general purpose financial statements and combining and individual fund statements and 
schedules are included in the financial section of this report.   
 
ACKNOWLEDGMENTS - The preparation of this report could not have been accomplished without the dedicated 
services of the County Auditor’s Office staff.  I also want to express my appreciation to all County staff members 
who have assisted in the maintenance of the accounting records of the County, the County Treasurer’s Office, the 
District Judge, and to the members of the Commissioners Court for their interest and support in planning and 
conducting the financial operations of the County in a responsible and effective manner. 
 
Respectfully submitted, 

  
Stan McBroom 
County Auditor  
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INDEPENDENT AUDITOR’S REPORT 
 
 
To the Honorable County Judge 
And County Commissioners 
Hood County, Texas 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities, each major fund, and the aggregate 
remaining fund information of Hood County, Texas, (the County) as of and for the year ended September 30, 2015, 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. 
 
Auditor’s 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 auditor’s judgment, including the assessment of the risks of material misstatement of the 
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity’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 entity’s internal 
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies 
used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions. 
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of 
the governmental activities, each major fund, and the aggregate remaining fund information of the County, as of September 30, 
2015, and the respective changes in financial position for the year then ended in accordance with accounting principles generally 
accepted in the United States of America. 
 
Emphasis of Matter 
 
As discussed in Note 9 to the basic financial statements, the County implemented GASB Statement No. 68, Accounting and 
Financial Reporting for Pensions – an amendment of GASB Statement No. 27, during the year ended September 30, 2015, which 
requires recognition of its net pension asset and a more comprehensive measure of pension expense.  Our opinion is not modified 
with respect to this matter. 
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Governmental Activities. During the current fiscal year, net position for governmental activities increased 
$2,034,536 from the prior fiscal year reported balance (not including restatements) for an ending balance of 
$57,892,173. The increase in the overall net position of governmental activities is the result of increasing rates for 
certain revenue sources and the implementation of GASB 68 as discussed above. 
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Hood County’s Changes in Net Position  

2015 2014
(partially restated)

Revenues:
Property taxes $ 20,815,629                $ 20,192,467                
Other taxes 4,133,540                  3,567,697                  
Charges for services 4,303,507                  5,033,297                  
Operating grants and contributions 1,243,493                  1,420,873                  
Interest   34,794                       24,990                       
Miscellaneous 948,331                     415,250                     

Total revenues 31,479,294                30,654,574                

Expenses:
General government 6,429,553                  5,878,007                  
Judicial 4,357,527                  4,340,720                  
Public facilities 927,028                     861,547                     
Public safety 12,666,448                12,576,757                
Public transportation 4,125,948                  4,233,424                  
Health and welfare 441,418                     420,898
Culture and recreation 591,992                     581,983                     
Conservation 84,480                       88,757                       
Interest on long-term debt 954,376                     841,883                     

Total expenses 30,578,770                29,823,976                

Change in net position 900,524                     830,598                     

Net position, beginning (partially restated) 56,291,608                55,461,010                

Prior period adjustment - pension related 700,041                     -                             

Net position, ending $ 57,892,173              $ 56,291,608               
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Financial Analysis of Governmental Funds  

As noted earlier, Hood County uses fund accounting to ensure and demonstrate compliance with finance-related 
legal requirements.  

Governmental Funds. The focus of Hood County’s governmental funds is to provide information on near-term 
inflows, outflows, and balances of spendable resources. Such information is useful in assessing Hood County’s 
financing requirements. In particular, unassigned fund balance may serve as a useful measure of a government’s net 
resources available for discretionary use as they represent the portion of fund balance which has not yet been limited 
to use for a particular purpose by either an external party, Hood County itself, or a group or individual that has been 
delegated authority to assign resources for use for particular purposes by Hood County’s Commissioners’ Court.  

At September 30, 2015, Hood County’s governmental funds reported combined fund balances of $19,775,280, a 
decrease of $4,859,436 in comparison with the prior year reported fund balance (not including restatements). 
Approximately 41% of this amount ($8,134,754) constitutes unassigned fund balance, which is available for 
spending at the government’s discretion. The remainder of the fund balance is either nonspendable, restricted, 
committed, or assigned to indicate that it is 1) not in spendable form ($520,794), 2) restricted for particular purposes 
($8,590,925), 3) committed for particular purposes ($960,957), or 4) assigned for particular purposes ($1,567,850).  

 

The general fund is the chief operating fund of Hood County. At the end of the current fiscal year, unassigned fund 
balance of the general fund was $8,134,754, while total fund balance increased to $10,774,387. As a measure of the 
general fund’s liquidity, it may be useful to compare both unassigned fund balance and total fund balance to total 
general fund expenditures. Unassigned fund balance represents approximately 38.9% of total general fund expendi-
tures, while total fund balance represents approximately 51.5% of that same amount.  
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There were no significant changes in Hood County’s fund balance of the general fund.  The fund balance increased 
by $304,501 during the fiscal year. 

The capital projects fund, a major governmental fund, had a decrease of $5,069,998 in fund balance during the 
current fiscal year for an ending fund balance of $4,519,235.  The majority of the activity in this fund comes from 
capital outlay expenditures.   

The special road and bridge fund, a major governmental fund, had an increase of $226,010 in fund balance during 
the current fiscal year for an ending fund balance of $545,430.  The majority of the activity in this fund comes from 
property tax and fees of office revenue and public transportation expenditures.   

The office equipment C&M fund, a major governmental fund, had an increase of $16,694 in fund balance during the 
current fiscal year for an ending fund balance of $960,957.  The majority of the activity in this fund comes from 
public safety equipment purchases. 

General Fund Budgetary Highlights 

Original budget compared to final budget.  

During the year, the County collected substantially more sales tax revenue than was budgeted.  The County is 
permitted to collect sales tax only for the purpose of reducing the ad valorem tax rate; so, sales tax collected in 
excess of that reduction is restricted to reducing County indebtedness.  The amount transferred this year for that 
purpose was $674,659; Commissioners Court will later determine which County indebtedness will be reduced. 

An interfund transfer was planned from the General Fund 010 into the Capital Equipment Replacement Fund 055 in 
the amount of $1,356,000; however, the County experienced several favorable budget variances during the year in 
both revenue accounts and expenditure accounts.  As a result, the Commissioners Court was able to transfer an 
additional $805,289 into the Capital Equipment Fund, for a total of $2,161,289.  This helped to postpone the need to 
borrow money, for purchase of equipment, to a future year. 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL  
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER  

MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 
 IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
To the Honorable County Judge  
And County Commissioners 
Hood County, Texas: 
 
We have audited 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, the financial statements of the governmental activities, each major fund, and the aggregate remaining fund information of 
Hood County, Texas (the County), as of and for the year ended September 30, 2015, and the related notes to the financial 
statements, which collectively comprise Hood County’s basic financial statements and have issued our report thereon dated 
March 22, 2016. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the County’s internal control over financial 
reporting  (internal control) to determine the audit procedures that are appropriate in the circumstances for the purpose of 
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the 
County’s internal control.  Accordingly, we do not express an opinion on the effectiveness of the County’s internal control. 
 
A deficiency in internal control 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 is a deficiency, or a combination of deficiencies, in internal control such that there is 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 control that is less severe than a material 
weakness, yet important enough to merit attention by those charged with governance. 
 
Our 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 the County’s financial statements are free of material misstatement, we 
performed tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements, noncompliance 
with which could have a direct and material 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 
Government Auditing Standards. 
 
 
 
 
 
 






