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WICHITA COUNTY AUDITOR

DEBORAH A. STEVENS CPA
COUNTY AUDITOR

Citizens of Wichita County
Honorable District Judges of Wichita County
Honorable Members of the Wichita County Commissioners Court

The County Auditor's Office presents the Comprehensive Annual Financial Report of Wichita
County, Texas for the year ended December 31, 2018. This report is submitted in compliance with
Section 114.02 of the Texas Local Government Code and has been prepared by the County Auditor's
staff. State law requires the performance of an annual audit by an independent certified public
accountant selected by the Wichita County Commissioners Court.

The report consists of management's representations concerning the finances of the County.

Consequently, management assumes full responsibility for the completeness and reliability for all of

the information presented in this report. To provide a reasonable basis for making these

representations, the County has established a comprehensive internal control framework that is

designed both to:

e Protect the County's assets from loss, theft or misuse.

e Compile sufficient reliable information for the preparation of the basic financial statements in
conformity with accounting principles generally accepted in the United States of America (GAAP).

Accounting requirements for Governmental Accounting Standards Board (GASB) Statement Number
54 - Fund Balance Reporting and Governmental Fund Type Definitions - became effective in 2011.
The accompanying financial statements are in accordance with the requirements of GASB 54.

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

Responsibility for internal controls is shared by every official and employee of the County. Fiscal and
accounting policies are set by the Commissioners Court, which is the governing body, and the County
Auditor who is appointed by the District Judges. The objectives of the County's cash management and
investment policy are safety, liquidity and low risk while maximizing yields on invested funds.

The audit for the year ended December 31, 2018 was completed by MWH Group, P.C. and is included

as the first component in the financial section of this report. Similar to the design of the County's

comprehensive internal control framework, the goal of the independent audit is also to provide

reasonable assurance that the basic financial statements are free of material misstatement. The

independent audit involved:

e Examining, on a test basis, evidence supporting the amounts and disclosures in the basic financial
statements,

® Assessing the accounting principles used and significant estimates made by County management
and

e Evaluating the overall financial statement presentation.

600 SCOTT STREET - SUITE 301
WICHITA COUNTY COURTHOUSE ANNEX (940) 766-8138 FAX (940) 766-8152 WICHITA FALLS, TEXAS 76301-2531



Comprehensive Annual Financial Report
Transmittal Letter
for the year ended December 31, 2018

The Comprehensive Annual Financial Report is presented in three separate, but integrated sections:
® Introductory Section includes:
o Transmittal Letter,
o County's organizational chart and
o Listing of principal officials.
® Financial Section includes:
o Opinion report prepared by the independent auditors
© Management’s Discussion and Analysis (MD&A)
- Required by generally accepted accounting principles and
- Provides an overview and analysis of the basic financial statements in a narrative format.
o Basic financial statements consisting of:
- Government-Wide Financial Statements,
- Governmental Funds Financial Statements,
- Notes to Financial Statements and
o Required Supplementary Information (Unaudited).
e Statistical Section includes selected financial and demographic information, generally presented
on a multi-year basis.

This Transmittal Letter complements the MD&A and should be read in conjunction with it.

WICHITA COUNTY PROFILE

General Information

The Texas legislature established Wichita County on February 1, 1858. The County is a political
subdivision of the State and is located in the north central area of the State along the Oklahoma
border. With a population of 133,814 (based on the 2018 report from the Texas Demographics
Center), the County covers an area of 628 square miles and is part of the Wichita Falls Metropolitan
Statistical Area. Wichita Falls, the largest city and county seat, is located 144 miles northwest of
Dallas, Texas, and 141 miles southwest of Oklahoma City, Oklahoma. The County is home to
Sheppard Air Force Base, the largest and most diversified military technical training site in the Air
Education and Training Command.

Governing Body

The Commissioners Court is the governing body of the County and has budgetary and administrative
authority over County government operations. In accordance with Article 5, paragraph 18 of the Texas
Constitution, the Commissioners Court is comprised of five members - the County Judge and four
Commissioners. The County Judge presides over the Commissioners Court and is elected by the
County at large. The Commissioners represent each of the County’s four precincts. Different
members of the Commissioners Court are elected every two years and serve four-year terms.

In addition to setting the annual tax rate and developing and adopting the annual budget, the
Commissioners Court also:

® Establishes policies for County operations.

Authorizes contracts.

Determines the number and type of County employees and their compensation.

Appoints / hires County personnel.

Approves payment of all claims of the County after approval by the County Auditor.
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Establishes voting precincts and appoints precinct judges.
Builds, improves and maintains County infrastructure including buildings, roads and bridges.

Services Offered
The County provides a diverse array of services that includes:

Public Safety
o The Sheriff's Office provides law enforcement, management of the Jail, Courthouse security
and disaster assistance.
o Constables also provide limited law enforcement, service of court documents and papers, act
as bailiffs in Justice Courts and help with truancy cases.
© Adult Probation manages individuals who have court ordered probation sentences and offers
specialized programs to reduce recidivism.
o Juvenile services provide an around the clock, state of the art juvenile detention facility as well
as a broad array of support services for juveniles who have court ordered probation sentences.
o The County contracts with third parties and provides subsidies for ambulance services and fire
protection.
Judicial - activities of the District Courts, County Courts at Law, Justice Courts, Criminal District
Attorney, Court Administration and Jury proceedings.
General Operations
o Services to the Community
- Veterans services
- County Clerk records management and filing activities
- Financial support for the Tax Appraisal District, the City / County Health Unit, the Wichita
Falls Board of Commerce and Industry and the Sheppard Air Force Base Military Affairs
Committee
- Emergency management, loss mitigation and insurance
- Autopsies
- Policies and ordinances for public welfare
o Services that support County Operations
- Human Resources
- Internal Information Technology support services
Health and Welfare Services
© Health care, legal defense and burials for indigents
o Financial support for various charitable organizations that offer mental health services or aid
to children
Public Facilities - maintenance and improvement of County buildings
Maintenance of roads and bridges in the unincorporated areas of the County
Financial Administration
o Collection of taxes for the County and other government entities
© Vehicle registrations
o Financial accounting, reporting and forecasting
o Grant reporting
o Cash management and investment planning
o Payroll processing
o Internal audit
o Budget administration
Elections and Voter Registration

\
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Budget

The annual budget serves as the foundation for the County’s planning and control. The budget is
prepared by the County Judge. Budget workshops are generally held in May and the final budget is
hammered out during the summer. Public hearings are held where the budget is presented and the
public is invited to comment. The budget is required to be adopted by September 30.

Under the leadership of County Judge Woodrow W. (Woody) Gossom, the Commissioners Court
continues to demonstrate its commitment to planning and communication. Creation of the annual
budget is a time-consuming and arduous task. Planning the budget includes providing for many
difficult issues:

® |ncreasing costs of indigent health care and indigent legal defense,

e Management of diverse inmate populations in the County’s detention facilities,

® | ong-term maintenance of County buildings,

® Fluctuating energy costs,

® Recruitment, training and retention of quality long-term staff through adequate funding of employee
salaries and benefits,

® Disaster and infrastructure planning,

® Management of costs and quality control for major new facility construction,

® Technology needs and

o Development of current budgets that provide for future financial stability.

All of these requirements must be addressed in an equitable and open manner. In Wichita County,
the Commissioners Court uses a collaborative process for the development of the annual budget with
input from each County official and department head. All budget sessions are held in an open forum
that are open to members of the public.

The level of budgetary control (that is, the level at which expenditures cannot legally exceed the
appropriated amount) is established at the “major category” level. The three major categories are
defined as personnel costs, supplies and operations, and capital expenditures. Additionally, the
Commissioners Court has established further controls over purchases of technology resources,
purchases with a cost in excess of $1,000 and discretionary travel.

Transfers between major categories, departments or funds all require Commissioners Court approval.
Capital expenditures are approved during the budget process and must be re-affirmed before
purchase. All budget appropriations lapse at year end.

Budget to actual comparisons are provided in the Governmental Fund Financial Statements for all
budgeted Governmental Funds. Further analysis of the budget process is included in the MD&A.

LocAL Economy

Retail sales, medical services and numerous manufacturing plants, in addition to the traditional

industries of oil and gas production, farming and ranching, help to provide a diverse economic base.

o Midwestern State University, in the county seat of Wichita Falls, continues to expand its offerings
to an ever increasing student population.

® Vernon College also offers its programs at various facilities in the County, including its Skills Center
located at the County-owned Sprague Annex.

Vi



Comprehensive Annual Financial Report
Transmittal Letter
for the year ended December 31, 2018

e Sheppard Air Force Base’s 82" Training Wing produced 19,300 graduates in 2018. The 82"
Training Wing has 24 resident, mobile and distance learning courses, including aircraft
maintenance, munitions and military training. Sheppard Air Force Base’s 82" Training Wing also
includes the 82" Medical Group, providing medical suport for two wings comprising 20,000
beneficiaries using a $26 million annual budget. The Mission Support Group of the Wing includes
$32 billion in assets, 2,317 facilities and 4 runways on 5,736 acres. Clearly, Sheppard Air Force
Base is an integral part of the County’s economy,

Following the trends at the national and state levels, County unemployment rose dramatically from
2008 to 2009 after the 2008 recession. Unemployment rates have steadily declined since 2009. The
table below shows the unemployment rates as of December 31 for each year indicated:

2017-2018
% Increase /
Unemployment 2018 2017 (Decrease) 2016 2015 2014 2013
Federal 3.80% 4.35% (12.64)% 4.85% 5.00% 5.60% 6.70%
State 3.85% 4.30% (10.47)% 4.60% 4.60% 4.50% 6.00%
County 3.41% 3.70% (7.84)% 4.40% 4.30% 4.80% 5.30%

One barometer of the local economy is the County’s “Top Ten Taxpayers”. A list of the top ten
businesses with the highest appraised values in the County is shown on the last page of the Statistical
Section. The top ten taxpayers reflect a diverse array of industries - including utilities, manufacturing,
oil and gas, retail and transportation. Valuations for the top ten taxpayers fell to a new low in 2014 and
rebounded in 2015. After declining in the last two years, the Top Ten has returned to 2015 levels.
Overall property valuations for 2018 have also shown a healthy increase of about 3% after minimal 1%
increases for the last ten years.

2017-2018 2017-2018
Increase/ % Increase/
2018 2017 (Decrease) (Decrease) 2016 2015

Top Ten Taxpayers $ 574,024,559 $ 517,756,556 $ 56,268,003 10.87% $ 532,791,104 $§ 572,827,338
Total Valuation $ 6,880,555,202 $ 6,670,256,106 $ 210,299,096 3.15% $ 6,561,079,113 $ 6,593,704,495

The County remains committed to maintaining sufficient cash reserves to weather a short-term
downturn. Using the accepted target of keeping three to six months of operating expenses in reserve,
the General Fund should have between $11 - $22 million in its reserves.

The table on the next page shows the ending Fund Balance for each budgeted Fund or Fund group
for the past ten years, 2018 actual expenses and the months in reserve of each Fund or Fund Group.
The Software Acquisitions Fund, the Limited Tax Note Proceeds Fund and the Jail Bond Construction
Fund are not presented as their Fund Balances are restricted to one time capital type projects.

VI
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Budgeted Funds - Fund Balance History and Operating Reserves

Road & Debt Capital Projects Other Non BuL(::tled
Year General Fund Bridge Funds Service Fund Funds Major Funds Funds
2009 9,511,340 2,510,512 2,710,205 7,898,101 1,022,740 23,652,898
2010 10,084,032 2,266,386 2,001,984 6,177,070 997,140 21,526,612
2011 12,788,130 1,906,229 1,276,629 4,968,021 891,830 21,830,839
2012 15,021,430 1,769,511 557,835 3,906,958 778,109 22,033,843
2013 14,818,985 2,779,815 536,145 4,184,305 692,191 23,011,441
2014 14,066,843 3,606,714 513,801 3,566,892 589,578 22,343,828
2015 13,499,261 4,142,314 489,536 6,302,866 516,086 24,950,063
2016 13,650,518 4,119,527 473,016 11,651,240 628,304 30,522,605
2017 16,015,335 3,640,715 407,278 77,902,812 840,294 98,806,434
2018 18,859,945 3,580,230 403,212 75,009,287 807,082 98,659,756
2018 Expenses 41,949,001 4,322,887 5,456,931 4,385,943 738,900 56,853,662

Months in Reserve 5 10 1 N/A 14
PLANNING FOR THE FUTURE

Responsible planning requires the Commissioners Court to plan the annual budget to cover not only
the expenses of the current year but to have sufficient reserves (Fund Balances) to meet unplanned
expenses from statutory changes, market declines, natural disasters, lawsuits, etc. The planning
process must be multi-faceted. The Commissioners Court must set meaningful budgets for each of
the County’s budgeted funds, bearing in mind that the County is a single financial entity of which each
individual fund is a component part.

When determining an appropriate Fund Balance for any particular fund, the Commissioners Court must

weigh several different factors:

o \What are the legal requirements and constraints for the activities of each fund?

e What is the amount of the annual budget for each fund?

® |n a worst case scenario, what kind of expenses might be incurred that would require the use of
the County’s reserves?

® |n the specific instance of the General Fund, what amount of Fund Balance should be built now to
prepare for the County hitting the $0.80 constitutional ad valorem tax limit that would, in turn,
effectively cap the County’s major source of revenue?

Fund Balance increases when revenues exceed expenses. When expenses exceed revenues, an
annual deficit occurs and Fund Balance decreases. A deficit is not necessarily a “bad” thing. For
instance, the Commissioners Court might be satisfied that a certain fund’s financial reserves are
strong. If the fund equity of that fund currently exceeds what might be needed to meet unforeseen
costs and obligations, it might be prudent to spend down the reserves rather than increase taxes.
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Conversely, it may be that a specific fund needs to build its reserves in anticipation of a planned future
activity such as advance funding for a major capital acquisition rather than a bond issue. Fund
Balances are most often used to provide for such necessities as unexpected emergencies,
unanticipated changes in market conditions that could affect the County’s financial position and
statutorily required - but unfunded - mandates. In the past, the County has also used the General
Fund’s fund balance to provide from current reserves for major expansions and renovations rather than
to require outside funding. However, the use of reserves for capital projects (accounted for as
Permanent Improvements) ended with the 2018 budget as the County must judiciously build its General
Fund reserves. Considering all of the factors that could generate unanticipated demands on County
resources, the County is better able to continue its mission with secure Fund Balances.

MAJOR INITIATIVES, PROGRAMS AND FUNCTIONS

In 2009, the Commissioners Court provided for a $100 per month raise for every budgeted position.
There were no raises in 2010 or 2011. In 2012, the Commissioners Court approved a $200 per month
raise for all budgeted positions, followed by no raises in 2013, 2014 or 2015. The Commissioners
Court did include an increase of almost 5% for salaries in the 2016 budget. In 2017, only three
departmental budgets had an allocation for staff raises - the Criminal District Attorney’s support staff,
the Information Technology staff and the Maintenance crew. Also in 2017, the District Judges awarded
raises to the employees under their jurisdiction - staff in the District Courts, Juvenile Probation and
Detention and the Auditor’s Office.

While no across-the-board raises were included in the 2018 budget, the County budget did eliminate
15 positions and reassigned other positions among various departments. With the help of outside
consultants and onging analyses by the County benefits team, the Commissioners Court also made
sweeping changes to the health insurance plan. To avoid a proposed 8.1% increase, the
Commissioners changed the plan design to include much larger deductibles. The impact on
employees’ out-of-pocket cost was mitigated by creating a Health Reimbursement Account (HRA) to
offset most of the additional costs to employees. Consequently, these aggressive changes in the plan
actually yielded lower premiums than in 2017. After paying claims of $141,000 to 145 employees
through the HRA, the County enjoyed savings of $735,000 by the end of 2018 as compared to the
proposed premium increases.

In order to recruit and retain quality staff, the County’s total compensation package must approach
market conditions. The efficiencies in staffing levels and improved insurance benefits implemented
in 2018 brought the County closer to this goal.

The County Jail population had steadily increased from an average daily population (ADP) of 439 in
2011 to 504 in 2015. The ADP declined to 495 in 2016, to 479 in 2017, to 468 in 2018 and to 467
through July 2019. The decrease in jail population has a direct effect on Jail related costs and
overtime. Direct Jail expenses increased $1.1 million from 2015 to 2016. Jail costs fell almost
$400,000 in 2017 and declined by an additional $466,000 in 2018.

The County dedicates much time and effort toward keeping the facilities entrusted to its care in good
condition. Major purchases and renovations over $100,000 are listed on the following page.
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® 2017 Projects extending into 2018

o

o

In 2016, the County acquired a bank loan for $3,500,000. The loan will provide financing for the
acquisition of software for the land and realty recording function, the justice / courts system and
the financial accounting and reporting system. Following is the status of each project:

- Software for the land and realty recording function (Tyler Eagle) and the justice / courts
system (Tyler Odyssey) - $646,500 was expended in 2016, $874,150 in 2017 and $592,910
in 2018 for a total of $2,113,560. The County went “Live” on the Tyler Eagle system in 2017
and Tyler Odyssey in 2019 and is currently fine-tuning the system operations and reporting.

- Implementation of software for financial accounting and reporting (Tyler Munis) is scheduled
to begin implementation in late 2019 - early 2020.

In 2016, the County issued the Wichita County Texas Limited Tax Note Series 2016 for

$4,050,000. The Notes were intended to finance various projects:

- Telecommunications equipment (microwave radio system and new phone system) -
$828,310 was expended in 2016 and 2017. $272,885 was spent in 2018 for a total of
$1,101,195. There will be fewer additional expenditures in 2019 to complete the project.

- Multiple County vehicles - eight 2017 Chevy Tahoes and two 2017 Chevy Traverse SUVs
were purchased in 2018 for a total of $380,268.

- A Firing Range at the Sprague Annex for Wichita County law enforcement officers.
Construction began in 2017 and was completed in 2018 for a total cost of $700,000.

- Acquisition of land, renovations on County buildings and an alarm system. Expenditures of
$137,570 were made in 2017 and $350,500 in 2018 for remodeling of the offices of the
Criminal District Attorney. Other projects supported by this funding source will continue in
2019.

® 2018 Projects

o

A $70 million bond issue to construct a new Jail and a separate structure providing offices for
the Sheriff passed in May 2017. The entire project is expected to be completed in 2020. In
2017, $1.5 million in architect fees were incurred and total costs to date are $2.8 million.

The Juvenile Justice Center incurred almost $200,000 for renovations and repairs.

The Road and Bridge Precincts purchased several pieces of equipment for a total of $992,196
including two 2018 Caterpillar motor graders, one 2017 Caterpillar dozer, one belly dump trailer
and one 2018 Mack truck.

® Future Projects

o

o

o

A County-wide Law Enforcement Communication System will be selected with an estimated
budget of $3,500,000. Completion of the project is expected in 2019.

Various infrastructure acquisitions and improvements are budgeted to begin in 2019 and
possibly extend into future years. The County estimates that $1,500,000 will be needed to
complete the projects.

As noted above, the software project to implement Tyler Munis financial accounting and
reporting program is estimated to cost $2,500,000, including conversion costs. The County
expects that this will be expended in the next two to three years. The financial software will be
used predominantly by the Offices of the County Auditor, Treasurer, Human Resources and
County Judge. Because the new financial software will be a virtually paperless system, all
County Offices will have electronic access to their respective Office or Departmental budgets
and other financial information.

Xl
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o As noted previously, the Wichita County Law Enforcement Center provided for by the 2017 $70
million bond program is projected to be completed in 2020.

o Remodeling of the Tax Assessor-Collector’s offices and the Office of the District Clerk are in line
for consideration in 2019, as well as construction of a Weigh Station near lowa Park.

o Four new vehicles for various departments have been requested for purchase in 2019 as
funding allows.

The County’s principal source of income is ad valorem (property) taxes. Ad valorem taxes make up
86% of total County revenue. It is virtually the County’s only revenue source over which the
Commissioners Court has any discretion.

The County’s tax rate for 2017 was $0.606893. To pay for the $70 million bonds for the new Jail, the
Commissioners Court raised the rate in 2018 to $0.657303. The rate for 2019 is slightly less at
$0.657147. Looking to the future, the constitutional limit on the ad valorem (property) tax rate is $0.80.
The County is dangerously close to the constitutional limit.

In 2010, the tax rate was $0.480799. With the 2019 rate set at $0.657147, that is an increase of almost
$0.18 or about $0.02 per year. At that rate, the County would hit the $0.80 ad valorem constitutional
maximum in only seven years.

During the 2019 budget, the Commissioners Court sought to lay long-term plans to mitigate costs and
promote efficiencies today so that the County will be better positioned for the future. The
Commissioners Court struggled with the difficult decision of where to cut back while still providing the
services necessary for County citizens. The future will present the County with additional challenges.
Those challenges will be better met by planning ahead and building a stronger foundation today.

Kubos

® Special kudos to my amazing staff as the Auditor’s Office has, over the past three years, at the
request of the Commissioners Court, accepted responsibility for two major processes - payroll and
coordination of benefits.
o Benefits administration was officially moved in the spring of 2015. The benefits program is
under the direction of the Internal Audit Division headed by Linda Castillo, MBA, Internal Audit
Manager. Corey Liner was named Benefits Coordinator.
- Analysis of Health Insurance Options - With the rising cost of insurance on an annual basis,
the County Auditor’s Office has provided detailed information regarding multiple plan options
to assist the Commissioner’s Court with making decisions to the health insurance plan each
year. This was instrumental in helping the Commissioner’s Court to make decisions resulting
in a savings to the County of $735,000 in 2018.
- Open Enrollment -
®m  Pre-Enrollment Workshops - The County Auditor’'s Benefits team provides a program
presenting in depth information covering all County benefits as a pre-enroliment
workshop. It is staged at various times and locations to accommodate all County
employees.

®  Enroliment and Administration - The Auditor's Office assumed responsibility for the
enrollment of benefits after the open enrollment process. This is an involved process
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that requires close coordination and constant communication with insurance providers

as well as employees.

*  Wichita County has seen an average increase of approximately 25 new enrollees in
each benefit product since the start of the pre-enrollment workshops. The Cafeteria
Plan has also experienced increases in contributions from employees, saving money
for County employees.

- New Employee Benefit Training - The County Auditor’s Office also started a benefits training
program to educate new employees about their County benefits and to assist them in
making informed decisions about optional insurance products that may benefit them and
their families.

o Payroll
- The Auditor's Office payroll staff have been able to provide detailed reporting to the

Commissioners Court to assist them in making informed decisions on factors contributing
to the costs of the County payroll, especially with respect to overtime. A package of reports
is provided to the Commissioners after each bi-weekly payroll.

o However, all those improvements came at a cost to my current staff. Thankfully, in the 2019
budget, the Commissioners gave relief to my office by providing a new position for benefits
management. This office will also tackle management and implementation of the Tyler Munis
software in the next couple of years. Thinking ahead to the tremendous increase in work load
needed to manage the change in financial software county-wide, the Commissioners also
provided a new position in the 2019 budget to address this task.

e County Judge Woody Gossom is the chairman of the Wichita County Bail Bond Board and a
Director for Work Services Corporation. He is chairman of the Nortex Regional Block Grant Review
Committee and a member of County Judges Judicial Education Committee and the Wichita County
Juvenile Board. Judge Gossom also serves on numerous statewide and local boards and
committees where he focuses on the best interests of Wichita County.

® Commissioner Mark Beauchamp joined the Commissioners Court in January 2017. Commissioner
Beauchamp supervises the Indigent Health Care program in the County. He also represents the
West Texas Judges and Commissioners on the Investment Advisory Committee of the Texas
Tobacco Settlement Permanent Trust Account. Commissioner Beachamp is also heavily involved
in the new Jail construction project financed by the $70 million bond issued in 2017. He is an active
member of his church and the community.

e Commissioner Lee Harvey is the project coordinator of the Firing Range construction project which
spanned over a year and was completed early in 2018. Commissioner Harvey is active in his
community and serves on numerous boards that serve children, Sheppard Air Force Base and other
local organizations.

e Commissioner Barry Mahler was reappointed to the Tax Increment Financing District Reinvestment
Zone #3 for a term expiring in December 2020. Commissioner Mahler also lends his agriculture and
management expertise to the Wichita County Soil and Water Conservation District and the Wichita
County Farm Bureau.

o Commissioner Jeff Watts currently serves as President of the Wichita-Wilbarger 911 District Board
for a term that expires in May 2022. Commissioner Watts is also serving on the Wichita Appraisal
District Board of Directors as Secretary. He is on the Metropolitan Planning Board for Wichita Falls
and the Community Development Board in lowa Park. And like his fellow members of the
Commissioners Court, Commissioner Watts is involved in many other service organizations such
as Campfire USA.
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appreciate the support and professionalism of County Judge Woody Gossom and his amazing staff -
Willie Wall, Nancy Gregory and Joyce Gilleland as well as the four County Commissioners - Barry
Mahler, Lee Harvey, Jeff Watts and Mark Beauchamp. | commend this group for setting their collective
sights on the long term financial health of the County, while balancing the mandates of the State and
needs of its citizens.

The Auditor's Office has made a solid commitment to improving the operations of this Office through
the ongoing design, development and implementation of a better accounting system and improved
internal controls for Wichita County. Our progress is facilitated by the positive relationships we enjoy
with the elected officials, department heads and employees in other County offices. We are excited
about the opportunity to implement new financial software, though we recognize that this will be an
arduous task.

The preparation of the Comprehensive Annual Financial Report was once again made possible by the
devoted efforts of the staff of the County Auditor's Office. Each person listed below contributed to the
production of this report. | have the pleasure and honor to work with this wonderful group of people
every day. Their dedication and professionalism, along with their willingness to put in overtime when
needed, demonstrates a rare level of commitment that is a true credit to this Office and Wichita County.

| would like to recognize, with distinctive accolades, each current member of the Auditor's Office that
contributed to this project.

Financial Accounting Group

Judy Mallone Chief Deputy Curlis Pepper Budget Analyst
Kim Wood Senior Financial Accountant Chris Harris Grants Accountant
Jose Ramirez Financial Accountant

Internal Audit Group

Linda Castillo MBA Internal Audit Manager Matt Davis Internal Auditor
Judy Whittington CPA  Part-Time TC+ Coordinator Victor Quezada Payroll Accountant
Corey Liner Internal Auditor/Benefits Coordinator

Accounts Payable (AP} Group

Margaret Sutton Accounts Payable Reviewer Mike Sloan AP Processor
Glenda Reasor AP Processor
( Very truly yours,

Deborah A. Stevens
Wichita County Auditor
September 30, 2019
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CERTIFIED PUBLIC ACCOUNTANTS
CONSULTANTS

Independent Auditor’'s Report

The Honorable Judge Woody Gossom
and County Commissioners
Wichita 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 Wichita County, Texas, as of and for the year ended
December 31, 2018, and the related notes to the financial statements, which collectively comprise Wichita
County, Texas’ 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 Wichita County, Texas, as of December 31, 2018, 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.

Report on Summarized Comparative Information

We have previously audited the Wichita County, Texas’ 2017 financial statements, and our report dated
September 30, 2018, expressed an unmodified opinion on those audited financial statements. In our
opinion, the summarized comparative information presented herein as of and for the year ended December
31, 2017, is consistent, in all material respects, with the audited financial statements from which it has been
derived.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, Pension Schedules, and budgetary comparison information, as listed in 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 Wichita County, Texas’ basic financial statements. The introductory section, combining and
individual fund financial statements, and statistical section are presented for purposes of additional analysis
and are not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements 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 and individual nonmajor fund financial statements are fairly stated, in all material respects, in
relation to the basic financial statements as a whole.

The introductory and statistical sections have 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 them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued, under separate cover, our report
dated September 30, 2019, on our consideration of Wichita 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 Government Auditing Standards in considering Wichita County, Texas’
internal control over financial reporting and compliance.

MY Granp, £-C-

Wichita Falls, Texas
September 30, 2019



MANAGEMENT’S DISCUSSION AND ANALYSIS
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