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HOLTMAN, WAGNER & COMPANY, L.L.P.
Certified Public Accountants

876 Loop 337 Building 501
New Braunfels, Texas 78130
830-625-1182

Fax 830-625-1498

INDEPENDENT AUDITORS’ REPORT

To the Honorable County Judge and County Commissioners
Comal County, Texas

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, the aggregate discretely presented component units, each
major fund, and the aggregate remaining fund information of Comal County, Texas as of
and for the year ended December 31, 2006 which collectively comprise the County’s
basic financial statements as listed in the table of contents. We also have audited the
financial statements of the County’s nonmajor governmental funds and budgetary
comparisons of the governmental funds presented as supplementary information in the
accompanying combining and individual fund financial statements as of and for the year
ended December 31, 2006 as listed in the table of contents. These financial statements are
the responsibility of Comal County Texas’ management. 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 of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major fund, and
the aggregate remaining fund information of Comal County, Texas, as of December 31,
2006 and the respective changes in financial position and cash flows, where applicable,
thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America. In addition in our opinion the financial
statements referred to above present fairly in all material respects, the respective financial
position of each nonmajor governmental fund of Comal County as of December 31, 2006
and the respective changes in financial position thereof and the budgetary comparison of



the special revenue funds and the debt service fund for the year then ended in conformity
with the accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
April 18, 2007 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 the internal
control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be read
in conjunction with this report in considering the results of our audit,

The Management’s Discussion and Analysis and the budgetary information identified as
Required Supplementary Information in the table of contents are not a required part of the
basic financial statements but are supplementary information required by accounting
principles generally accepted in the United States of America, We have applied certain
limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Comal County Texas’ basic financial statements. The
introductory section and statistical tables are presented for purposes of additional analysis
and are not a required part of the basic financial statements. The accompanying schedule
of expenditures of federal awards is presented for purposes of additional analysis as
required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, and is also not a required part of the
basic financial statements of Comal County, Texas. The schedule of expenditures of
federal awards has been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole. The introductory section and
statistical tables have not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, we express no opinion on them.

%m Wagnr § dhpmgf LLp

New Braunfels, Texas

April 18 2007



MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of Comal County's annual financial report presents our discussion and analysis of the
County's financial performance during the fiscal year ended December 31, 2006. Please read it in
conjunction with the County’s financial statements, which follow this section.

FINANCIAL HIGHLIGHTS
+ The County's total combined net assets were $121,423,236 at December 31, 20086.

¢ During the year, the County generated $7,083,907 more in taxes and other revenues than the
expenses of $37,612,700 for governmental activities at the fund level.

+ The general fund reported a fund balance this year of $6,651,483.

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial section of this annual report consists of four parts—management’s discussion and analysis
{this section), the basic financial statements, required supplementary information, and other
supplementary information. The basic financial statements include two kinds of statements that present
different views of the County:

Figure A-1. Required Components of the

¢ The first two statements are government-wide

financial statements that provide both long-term and County’s Annual Financial Report
short-term information about the County's overall
financial status. oo A

¢+ The remaining statements are fund financial Menogerrert
statements that focus on individual parts of the | pgwession ° Basc Required
government, reporting the County's operations in more | and Firancial Supplementary
detail than the government-wide statements. Anctyss Siaterments Iréormetion

e The governmental funds statements tell how general - .
government services were financed in the short term
as well as what remains for future spending. ‘

e Proprictary fund statements offer short- and fong-term A ~ :
financial information about the activities the
government operates like businesses, such as self- Govermment: Fuxd Notes to the
funded health insurance. Wde Finandial Francial Financial
Statements Statements Staterents
e  Fiduciary fund statements provide information about
the financial relationships in which the County acts

solely as a trustee or agent for the benefit of others, to .
whom the resources in question belong. Sy < > ol
The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of regquired
supplementary information that further explains and supports the information in the financial statements.
Figure A-1 shows how the required parts of this annual report are arranged and related to one another.



Figure A-2 summarizes
the major features of the

County's financial
statements, including
the portion of the

County government they
cover and the fypes of
information they contain.
The remainder of this
overview section of
management’s

discussion and analysis
explains the structure
and contents of each of
the statements.

Flgure A-2. Majar Features of the County’s Government-wide and Fund Financial Statements

Fund Statements

Type of Statemanis

Gevermment-wide

Governmental Funde

Proprietary Funds

| Flduclary Funds

Scepe

Entire County's
govemment [except
fiduciary funds) and the
Ceunty's compoaant unila

The actiities of the
County that are nat
proprietary or fiduciary

Activties the County

businesses: salf
insurance

oparatas similer to privale

Instances In which the
County is the truslea or
agent for someane alsa’s
resources

Required financial
statements

Stalament of nel assels

Belante shaeat

Statement of net assets

Statement of fiduciary net
assels

Slatement of aclivitias

Statement of revenues,
expendltures and

changas In fund balancas

Statement af revenuas,

fund net assats

expenses and changas in

_— |
Staternant of cash flaws

Stalament of changes in
ficuciary net assels

Acccounling basls and
measurement focus

Accrual accounling and
BCONOMIC rasourcas focus

Modified accrual
accounling end cument
financial resources focus

Accrual accounting and
econemic resounces
focus

Accual accountlag and
aconomic msourcas fosus

Type of assel / liability
Infarmatfon

All assets and liabilitias,
belh financial and capital,
short-term and long-lemm

Only assels expected to
be used up and liabilitias

{hal coma due during tha

year or soon thareatter,
no capilal assets

All assels and liabilities,

bath financial and capital,
and shortderm and long-

lerm

Typa of inflow / outliow

information

All revenue end expanses
during the year, regardiess
of when cash is received or
paid

Rewenues for which cash

All revanue and expenses

All assels and liabilities,
both shest-4erm end leng-
term; the Counly’s funds do
nol eumently contain capital
assels, although thay can.

is received during or soon
after tha end of the year;
expendituras when goods
or sendces have been

during the year.

is received or paid

mgardless of whan cash

All ravenue and expenses
during the yaar, regardless
of whan cash s received or
paid

received and paymant Is
dua during tha year or
soen thereafter

L

Government-wide Statements

The government-wide statements report information about the County as a whole using accounting
methods similar to those used by private-sector companies. The statement of net assets includes all of
the government's assets and liabilities. All of the current year's revenues and expenses are accounted
for in the statement of activities regardless of when cash is received or paid.

The two government-wide statements report the County’s net assets and how they have changed. Net
assets—the difference between the County’s assets and liabilities—is one way to measure the County's
financial health or position.

» Over time, increases or decreases in the County's net assets are an indicator of whether its
financial health is improving or deteriorating, respectively.
¢ To assess the overall health of the County, one should consider additional non-financial factors

such as changes in the County's tax base

The government-wide financial statements of the County include the Governmental activities. Most of the
County's basic services are included here, such as the justice system, public safety, corrections,
infrastructure and health services. Property taxes, sales taxes, fees of office, charges for services and
grants finance these activities.

Fund Financial Statements

Fund financial statements are groupings of related accounts that are used to maintain control over
resources that have been segregated for specific activities or objectives. The County, like other state and
local governments, uses fund accounting to ensure and demonstrate finance-related legal compliance. All
of the funds of the County can be divided into three categories: governmental funds, proprietary funds,
and fiduciary funds.



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 outfiows 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 a government’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
s0, readers may better understand the long-term impact of the government'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 forty-nine 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 fund and the road and bridge fund, both of which are
considered to be major funds. Data from other governmental funds are combined into a single,
aggregated presentation. |ndividua! data for each of these non-major governmental funds is provided in
the form of combining statements elsewhere in this report.

Proprietary funds—The County maintains just one type of proprietary fund. Infernal service funds are
an accounting device used to accumulate and allocate costs internally among the County's various
functions. The County uses internal service funds to report activities that provide supplies and services
for the County's other programs and activities—such as the County's Self Insurance Fund. Because
these services predominantly benefit governmental rather than business-type functions, they have been
included within governmental activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements, only
in more detail. Individual data for the internal service funds is provided in the form of combining
statements elsewhere in this report.

Fiduciary funds—Fiduciary funds are used to account for resources held for the benefit of parties
outside the government. Fiduciary funds are not reflected in the government-wide financial statement
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.

Notes to the Basic 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 can
be found on pages 22-40.

Required and Other Supplementary Information is presented concerning the County’s General Fund
and the Road and Bridge Fund budgetary schedules. The County adopts annual budgets for these funds.
A budgetary comparison schedule, which includes the original and final amended budget and actual
figures, has been provided to demonstrate compliance with this budget. Required supplementary
information can be found on pages 41-62.

The combining and individual fund statements and schedule referred fo earlier provide information for
non-major governmental funds, internal service funds, agency funds, and component units and are
presented immediately following the required supplementary information. Additionally, the County legally
adopts budgets for a number of other governmental funds. Budgetary comparison schedules and
combining and individua! fund statements and schedules can be found on pages 68-133.



GOVERNMENT-WIDE FINANCIAL ANALYSIS

GASB 34, Basic Financial Statements-and Management's Discussion and Analysis-for State and Local
Governments requires that the County provide a comparative analysis of government-wide data.

The County's combined net assets were $121,423,236 at December 31, 2006. (See Table A-1).

Table A1
Comal County
Net Assets
December 31, 2006
2006 2005
Governmental Governmental
Activities Activities

Current and Other Assets $ 43,003,549 $ 33,246,311
Capital Assets 112,142,378 109,228,029
Total Assets 155,145,927 142,474,340
Other Liabilities 28,003,189 25,399,272
Long-term Liabilites 5,719,492 6,819,240
Total Liabilities 33,722,691 32,218,512

Net Assets:
Invested in Capital Assets, Net of Related Debt 106,215,159 102,187,362
Restricted 452,422 247,614
Unrestricted 14,755,655 7,820,852
Total Net Assets $ 121,423,236 $ 110,255,828

Changes in net assets. The County's total revenues were $ 51,037,368. A significant portion, 61%
(331,276,018} of the County’s revenue comes from taxes. (See Table A-2.} Charges for services make
up 19% (39,862,409} of revenues while the remaining 20% ($9,898,942) comes from other sources such
as fees of office and other revenues and reimbursements.

The fotal cost of all programs and services was $39,969,961; of these costs $8,649,901 (22%) was for
public safety, $7,038,332 (18%) for corrections and rehabilitation, $7,245,755 (18%) for general
government, $8,893,574 (22%) for infrastructure and $4,745583 (12%) for justice system. Other
programs account for the remaining 8%.

Figure A-3
o Property tax rates remained County Sources of Revenue - Governmental
constant. This rate coupled with the Activities
increasing values enabled an
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