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March 26, 2007 

 
 
 
To the Honorable District Judges, County Court at Law Judges, 
   County Probate Judge, Commissioners Court Members, 
   Citizens of El Paso County and the Financial Community: 
 

Texas Local Government Code, §114.025, requires that the County Auditor publish in April 
of each year, subsequent to the close of each fiscal year, a complete set of financial statements 
presented in conformity with generally accepted accounting principles (GAAP) and audited in 
accordance with generally accepted auditing standards by a firm of licensed certified public 
accountants.  Pursuant to that requirement, we hereby issue the Comprehensive Annual Financial 
Report (CAFR) of the County of El Paso, Texas (County) for the fiscal year ended September 30, 
2006.  
 

This report consists of management’s representations concerning the finances of the County.  
Therefore, management of the County assumes the responsibility for accuracy, completeness, 
fairness and reliability of the financial data presented in this report, including all disclosures.  To 
provide a reasonable basis for making these representations, management of the County has 
established a comprehensive internal control framework that is designed both to protect the 
government’s assets from loss, theft, or misuse and to compile sufficient reliable information for the 
preparation of the County’s financial statements in conformity with GAAP.  Because the cost of 
internal controls should not outweigh their benefits, the County of El Paso’s comprehensive 
framework of internal controls has been designed to provide reasonable rather than absolute 
assurance that the financial statements will be free of material misstatement.  As management, we 
assert that, to the best of our knowledge and belief, this financial report is complete and reliable in 
all material respects. 

 
This report is designed to present fairly the financial position and results of financial 

operations of the County in all material respects and to demonstrate compliance with applicable 
finance-related legal and contractual provisions.  This report adheres to the principal of full 
disclosure to the best of our ability so that the readers may better understand the County’s financial 
affairs. 

 
Dunbar, Broaddus, Gibson, LLP, an independent certified public accounting firm has audited 

the County of El Paso’s financial statements.  The goal of the independent audit was to provide 
reasonable assurance that the financial statements of El Paso County for the fiscal year ended 
September 30, 2006, are free of material misstatement.  The independent audit involved examining 
on a test basis, evidence supporting the amounts and disclosures in the financial statements; 
assessing the accounting principles used and significant estimates made by management; and 
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evaluating the overall financial statement presentation.  Based on the independent audit performed 
by our external auditors, they have concluded that there was a reasonable basis for rendering an 
unqualified opinion that the County of El Paso’s financial statements for the fiscal year ended 
September 30, 2006, are fairly presented in conformity with GAAP.  The independent auditor’s 
report is presented as the first component of the financial section of this report. 

 
Additionally, the independent audit of the financial statements of the County of El Paso was 

part of a broader, federally mandated “Single Audit” designed to meet the special needs of the 
federal grantor agencies.  Standards governing Single Audit engagements require the independent 
auditor to report not only on the fair presentation of the financial statements, but also on the audited 
government’s internal controls and compliance with legal requirements, with special emphasis on 
internal controls and legal requirements involving the administration of federal awards.  These 
reports are available in the County of El Paso’s separately issued Single Audit Report by Dunbar, 
Broaddus, Gibson, LLP.  The County’s Single Audit was prepared pursuant to provisions in the 
Single Audit Act of 1984 and the Single Audit Act Amendments of 1996 of the Executive Office of 
the President, Office of Management and Budget Circular A-133 - Revised June 24, 1997, entitled 
Audits of States, Local Governments, and Non-Profit Organizations.  The County's single audit for 
the fiscal year ended September 30, 2006 disclosed no material weaknesses in the internal control 
structure. 

 
The County has implemented GASB Statement No. 34, “Basic Financial Statements and 

Management’s Discussion and Analysis for State and Local Governments”.  GASB Statement No. 
34, labeled by GASB as “the most significant change in the history of government financial 
reporting”, mandated that by FY 2002, governments comparable to the County of El Paso amend 
their financial reporting to provide additional information about their fiscal health.  

 
 GAAP require 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).  This letter of transmittal is designed to complement the MD&A and should be read in 
conjunction with it.  The County of El Paso’s MD&A can be found immediately following the 
report of the independent auditors. 
 

El Paso County Government Profile 
 

El Paso County was created from Bexar District in 1849, organized in 1850, and 
incorporated in 1871.  Parts of El Paso County were taken to form Culberson County in 1911 and 
Hudspeth County in 1915. The County was named for being a well-known pass through the Rocky 
Mountains.  It is the most western county in Texas, and is about equidistant from Houston, Texas, 
Los Angeles, California and Denver, Colorado.  Also, bordered on the east side by Hudspeth 
County, El Paso County is just to the north of the International Boundary between the United States 
of America and the Republic of Mexico, and touches Doña Ana County in New Mexico.  County 
government in Texas is, for many people, the primary and most accessible level of government.  
County governments are political subdivisions of the State.  The State has created 254 counties.  
Initially, the counties were primarily created to facilitate the judicial system.  As a result of State 
legislative changes over the years, county governments in Texas are involved not only with the 
judicial system, but also the delivery of health and welfare services, public safety, cultural and 
recreational activities, and construction and maintenance of roads and bridges. In comparison to 
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some of the other states, Texas counties have only a very limited ordinance making authority, as 
specifically granted by the State legislature.  
 

Counties in Texas have many comparable characteristics and are similarly organized.  Each 
county has a governing body called Commissioners Court.  The Commissioners Court is composed 
of five members.  One member, the county judge, is elected at large to a four-year term.  The other 
four members are county commissioners.   Each county commissioner is elected from a precinct to a 
four-year term.  County judges have judicial responsibilities in all but the largest urban counties. In 
large urban counties, such as El Paso County, the county judge has no judicial responsibilities. 
Instead, the El Paso County Judge is often referred to as the County's Chief Executive Officer 
(CEO).  In all Texas counties, the County Judge presides over commissioners court meetings.   
 

The Commissioners Court serves as the executive branch of county government.  Among a 
myriad of constitutional and statutorily imposed duties and responsibilities, the five members of 
commissioners court have the exclusive responsibility and authority over a multitude of areas in the 
operation of county government.  To name a few, the Commissioners Court is responsible for 
approving the county's operating budget and budgetary amendments, setting ad valorem property 
tax rates, auditing and directing settlement of all claims against the County. Additionally, this body 
appoints certain county officials and board members.  The Commissioners Court also determines 
when propositions to issue bonds will be submitted to the voters. 
 

The County is a strategic cross-
roads for continental north-south and 
east-west traffic.  The County spans a 
geographic area of about 1,058 square 
miles. The County enjoys fairly sound 
economic diversification.  Being that 
El Paso is in the heart of the 
Southwest, many businesses are 
attracted to the El Paso/Juarez region.  
As of January 1, 2006 the City 
Planning, Research and Development 
Department estimated the County 
population at 755,085.  The City of El 
Paso, the County seat, is estimated as 
having a population of 624,365.  El 
Paso is the largest City in the United States that borders Mexico.  According to the Texas State 
Comptroller of Public Accounts in its 2006 Annual Cash Report, based on population, El Paso is the 
sixth largest Texas City.  Larger than Boston, Seattle, and Denver, the City of El Paso is the 21st 
largest city in the U.S.  Combined with its sister city Juarez, the El Paso metro area holds more than 
2.5 million people, making it the world’s largest population center on an international border.  With 
four international ports of entry, El Paso is a primary intersection for regional trade in the 
Southwest.  El Paso was ranked the hottest mid-size U.S. city for starting and growing a business, as 
published in the October 2005 issue of Entrepreneur magazine. According to U.S. Census Bureau 
2005 data, a growing percentage of El Paso’s private businesses are “mom-and-pop” operations 
with one or more owners and no paid employees. 
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Only the Rio Grande River separates El Paso County from its neighboring Ciudad Juarez, 
Mexico.  According to estimation by local officials, the population of Ciudad Juarez is 1,502,790. 
The geographic location of El Paso encourages enterprising businesses the unique versatility of 
being internationally known while remaining in the United States. 
 

With Interstate 10 running east to west through El Paso and its proximity to Interstate 25 and 
Mexico’s Pan American Highway, this area represents a trade corridor with accessibility to rail lines 
and four international ports of entry with Mexico.  Over a number of years, the County has been 
actively involved in the creation of a new port of entry in Fabens.  Funding in the amount of 
$2,500,000 was budgeted within the Capital Project Fund in fiscal year 2002 on a project basis in 
support of preliminary assessment and design as negotiations between the United States and 
Mexican government continue.  As of fiscal year 2006, capital appropriations related to this project 
totaled $7,000,000 while year-to-date expenditures as of September 30, 2006 totaled $5,295,447.  
Funds expended to date relate to environmental assessment, bridge design and land purchase and 
right-of-way necessary for this project.  A significant amount relates to efforts to secure a 
presidential permit to move forward on construction of the port of entry.  Based on the fact that a 
presidential permit was issued in fiscal year 2005, El Paso County continues its negotiations with 
federal, state and international officials on the timely construction of this bridge in unison with 
other agency facilities and anticipates completion by January 2012.  Revenue bonds are anticipated 
to fund the construction of this bridge beginning in fiscal year 2010, provided other agencies 
facilities are timely funded and constructed.  Additional information on El Paso County may be 
obtained by visiting El Paso County’s website at http://www.epcounty.com/history/history2.htm. 

 
Commissioners Court is considered financially accountable for El Paso County Hospital 

District (District) and its activities are included in this CAFR.  As a component unit, the District is 
included in this CAFR because the El Paso County Commissioners Court, the County's governing 
body, has the legal duty to exercise financial accountability over it by appointing its board members, 
approving its budget and setting its tax rate.  Nonetheless, the District is a completely separate and 
dissimilar organization that is governed by the Texas Constitution, Article 9, § 4 and the Health and 
Safety Code, Chapter 281, a different set of constitutional and statutory laws.  All accounting and 
budgeting records of the District are maintained by the District, audited by an independent 
accounting firm and reported on in much greater detail in their various interim and annual financial 
reports.  Copies of any of the District's financial reports can be obtained directly from the District. 

 
The County’s Budget is prepared and adopted annually as a balanced budget as required by 

Texas law.  A balanced budget is achieved by ensuring that the amounts budgeted in a fiscal year 
for expenditures do not exceed the projected revenues to include any available fund balances.  The 
appropriations of the activities of the General, Special Revenue, Enterprise, and Debt Service Funds 
are included in the annual budget.  Also, budgets are adopted for the major capital construction 
projects and grants.  Grant and capital project budgets may be included in the adopted budget when 
pertinent information is available; otherwise, these funds are budgeted throughout the year as 
relevant financial information becomes available. 

    
The County’s appropriations for departments are approved at the character level 

representing, personnel, operating and capital line items.  The Court has a standing order not to 
allow departments to transfer salary appropriations to non-salary line items without specific 
authorization from the Commissioners Court.   
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The County’s budgetary and accounting records are organized and operated on a fund basis.  
A "fund" is a fiscal and accounting entity with a self-balancing set of accounts recording cash and 
other financial resources, which are segregated for the purpose of carrying on specific activities or 
attaining certain objectives in accordance with special regulations, restrictions or limitations. 
 

Funds are categorized by type to indicate both the sources of the fund's financial resources 
and the nature of activities financed. There are three broad categories of funds used in governmental 
accounting: governmental, proprietary, and fiduciary funds. 
 

Factors Affecting Financial Condition 
El Paso MSA Employment by Industry

Amounts in Thousands
ELPaso Metropolitan Statistical Area Profile obtained from the Texas Workforce Commission

September Amount Percentage September Percent of
Industry Types 2005 Change Change 2006 Total

Construction 13.00 0.90 6.92% 13.90 5.20%
Manufacturing 23.20 -0.50 -2.16% 22.70 8.49%
Trade 42.90 2.10 4.90% 45.00 16.82%
Trans.,Ware, & Util. 13.20 0.40 3.03% 13.60 5.08%
Information 4.70 -0.30 -6.38% 4.40 1.64%
Financial Activites 11.70 0.60 5.13% 12.30 4.60%
Services 95.30 1.30 1.36% 96.60 36.11%
 Total Government 60.60 -1.60 -2.64% 59.00 22.06%
Total Labor Market 264.60 2.90 1.10% 267.50 100.00%

Information presented in these financial statements is perhaps best understood when 
considered from a broad perspective of the specific environment within which the El Paso County 
operates.  

Local Economy.  The El Paso region is still seeing positive movement in the economy, or 
1.10% overall, as reflected in the chart above.  Mexico’s economy continues improving and the 
border retail activity is gaining momentum that is ultimately feeding job growth.  G overnment as 
well as the University of Texas at El Paso (UTEP) remains vital to the economy but our single 
largest economic driver is the Fort Bliss Military Base. Fort Bliss continues to expand due to 
national military realignment.  Fueling the base’s current growth is construction of a $2.6 billion 
city to house nearly 50,000 soldiers and family members as well as professional and civilian support 
staff.  Fort Bliss will house a population of 76,500 within a decade. Being that the El Paso area 
serves as a vital retail trade center for far West Texas and Northern Mexico, the County's economy 
is bolstered by a variety of sectors. 
 

The regional economy is predominantly comprised of agriculture, agribusiness, 
manufacturing, tourism, wholesale and retail trade, and government.  Farming and ranching have 
been mainstays of the economy for more than 100 years.  In recent years, more focus has been 
placed on tourism and outdoor recreation as a significant component of the economy.  El Paso 
County has developed an economy that is driven largely by manufacturing, international trade, 
military training, wholesale and retail trade, and educational services.   
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The chart on the prior page reflects a high level summary of El Paso’s changes in the 
employment industry components.  Although El Paso’s unemployment rate remains almost double 
that of Texas as well as that of the United States as depicted below, as the national economy 
stabilizes, El Paso should continue to see future employment gains.  Historical trends indicate El 
Paso’s gains should surpass that of the rest of Texas. 
 

El Paso evolved from an agricultural economy to what it is today, an international center of 
trade and manufacturing with an increasing population.  According to the Texas State Comptroller’s 
State of Texas 2006 Annual Cash Report, El Paso’s five largest employers in 2006 are the El Paso 
(ISD) (9,000), Ysleta ISD (6,800), City of El Paso (5,400), Socorro ISD (5,200), Sierra Providence 
Health Network (6,600). Fortune 500 companies operating in El Paso include Boeing, Eureka, 
General Electric, Hoover and Leviton. 

 

Unemployment Rates
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According to the 
Texas Workforce Com-
mission's October 2006 
issue of Texas Labor 
Market Review, 
unemployment statewide 
was 4.7 percent in 
September. When 
compared to the same time 
last year, this 
unemployment rate was 
.50 percent lower.  As 
reflected to the right, El 
Paso’s unemployment rate 
for September was 6.8 
percent in comparison to 
6.6 percent in September 2005. 

 
Over the past fiscal year between September 2005 and September 2006, El Paso added 

2,900 jobs overall.  Further analysis reflects that 5,300 job gains resulted which netted with 2,400 
employment losses.  The various job gains occurred in construction, 900, trade, 2,100, 
transportation/public utilities, 400, financial activities, 600, and the service sectors, 1,300.  The 
major decline occurred in the total government sector which lost 1,600 jobs most of which were 
related to the downsizing of National Center for Employment of the Disabled.  Other job reductions 
were experienced in the manufacturing sector, which lost 500 jobs followed by a decline in the 
information sector totaling 300.  These sectors combined comprise 32.19 percent of El Paso’s 
employment market.  The reduction continued in the manufacturing sector and remains to be 
attributable to apparel manufacturers shifting a portion of operations from El Paso to Mexico in 
order to reduce manufacturing costs.  This is consistent with the nationwide trend of cost cutting 
within the apparel-manufacturing sector. 
 

El Paso’s cultural and business ties as a border region with Mexico drive the economy.  The 
renewed attraction of El Paso County as a favorable business environment, coupled with continued 
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moderately low interest rates, continues to stimulate local construction activity.  Due to the nature of 
our border economy and labor markets, El Paso continues to thrive as reflected in its employment 
trends.  The strong dollar and a slow U.S. recovery battered El Paso’s retail sales in 2002 through 
2003 with a rebound in sales and use taxes in fiscal years 2004 and 2005.  El Paso continues to 
transition from a goods-producing economy to a service economy.  Overall, in line with state and 
national positive economic conditions and the job growth reflected in 2005, the financial outlook 
remains positive, given our low taxes, abundance of labor, and moderate wage rates. 
 

Long-Term Financial Planning.  County strategies and plans are integrated into all 
departmental budgets to ensure unified efforts within County government to achieve the goals and 
objectives of the County.   Texas county government operates under a balanced budget as required 
by law.  This does not mean that estimated revenues must always be exactly equal to expenditures.  
In most of the annual operating budgets, the Commissioners Court members usually decide to use a 
portion of fund balances reserves to balance the revenues to appropriations.  As a sound financial 
management practice, members of the Commissioners Court consistently emphasize maintaining 
sufficient undesignated fund balance levels (unreserved net assets) to meet first quarter obligations 
of payroll and operating costs and furthermore, this assists in maintaining financial stability and 
retaining or enhancing the County's bond ratings.  
 

Over the years, the County has emphasized stabilization of ad valorem property tax rates.  
Efforts by the Court are evidenced by reduction of the tax rate in fiscal year 1996, adoption of the 
same tax rate in fiscal year 1997 as in 1995, and a less than one percent increase in fiscal year 1998.  
The court increased its tax rate to $0.361434 in fiscal year 1999 and maintained this same rate 
through fiscal year 2002.  During these years, the County was fortunate to receive various 
uncertified and unbudgeted cash reimbursements, which resulted in significant fund balance gains.  
The drawback to this was that various Commissioners Courts subsequently set expenditure levels 
significantly higher than sustainable actual future revenues.  As a result, subsequent tax rate 
increases were necessary and in fiscal year 2004 set the rate at $0.410817, and the same rate of 
$0.432259 in 2005 and 2006, in addition to revenue generating initiatives to more efficiently collect 
various county fines and fees. 
 

Fund balance refers to the excess of assets over liabilities in governmental funds.  As 
implied in the County’s financial policies, for the purpose of financial planning, fund balance is 
defined as the cumulative surpluses or deficits resulting from the difference between expenditures 
and revenues in any one fiscal year.  The cumulative effect of yearly fund balance amounts is 
furthermore addressed as a fund balance reserve.  When evaluating fund balance reserves, it is 
vitally important to maintain sufficient positive fund balance reserves in order to avoid borrowing to 
meet short term operating needs.  
 

As a rule of thumb, since the General Fund is the County’s main operating fund, the County 
strives to maintain a general fund balance of, at a minimum, equal to projected cash needs for the 
first fiscal quarter to meet operating obligations (approximately $12-15 million net cash outflow) or 
15 percent of the total general fund adopted operating budget in any one fiscal year.  At the present 
level, this means that the County should strive to maintain a minimum undesignated general fund 
balance of at least $27,365,779 based on the fiscal year 2007 General Fund budget of $182,438,525.  
By maintaining a low fund balance, the County remains vulnerable to the lowering of its bond 
ratings.  Lower bond ratings ultimately result in more costly future borrowing at higher interest 
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rates, and therefore, increased interest expense in response to an entity’s declining financial position 
depicted at any one point in time.  In essence, having some amount of fund balance gives the 
County the financial ability to cover unanticipated revenue losses or significant unanticipated 
expenditures, should they occur. 
 

Historically speaking, up until fiscal year 2002, actual expenditures were less than amounts 
budgeted and total actual revenues exceeded total expenditures.  Even with these favorable trends, 
the County was not able to achieve its 10 percent undesignated general fund balance reserve goal 
until fiscal year 1998.  Continued persistence and emphasis on building and maintaining some 
amount of reserves resulted in retaining a stable fund balance reserve in the General Fund.  A 
myriad of factors contributed to the stable results on the General Fund’s financial position. It is 
noteworthy to mention that the actions of Commissioners Court throughout the year had a 
contributing effect of enhancing a favorable expenditure budget variance, or unspent budget 
balance, within the General Fund.  The Court has taken a stance of tightening the budget of the 
General Fund, especially due to actual shortfalls in 2002 of $12.5 million and approximately $6.1 
million in 2003. 

 
As a result of the Court’s fiscal restraints, fiscal year 2006 resulted in revenues outpacing 

expenditures by $6 million, thus maintaining a healthy general fund balance.  In this regard, net 
revenues grew by approximately $11.9 million or 7.84 percent mainly attributable to growth in tax 
revenues of approximately $10.9 million or 10.45 percent.  Intergovernmental revenues grew by 
approximating $1.5 million or 55.39 percent mainly due to a rebound in federal bridge case 
reimbursement revenue.  Charges for services grew by approximately $2.1 million or 7.12 percent 
mainly attributable to a increase of $1.8 in County Clerk revenues and marginal growth of $144,171 
in the area of reimbursement for housing City and Federal prisoners.  Additionally, interest earnings 
grew by approximately $1.6 million or 99.44 percent.  These increases were offset by declines such 
as fines and fees which fell by $316,055 or 5.06 percent, miscellaneous revenues declined by 
$909,012 or 30.66 percent and transfers-in from other funds which fell approximately $3 million 
due to elimination of the a transfer from the Road and Bridge fund.  Overall, expenditures grew by 
$14.5 million or 10.13 percent, mainly attributed to salary and benefits.
 

For fiscal year 2007, the Court increased its use of fund balance in the budget by 
$11,063,335 or 107.91 percent for a total of $21,316,171.  As a result, the County ended fiscal year 
2006 with an undesignated fund balance of approximately $26,691,443, and materially met its 
target goal with a ratio of 14.63 percent of the fiscal year 2007 adopted general fund budget of 
$182,438,525. 

 
It is vitally important that the Commissioners Court remain focused on trends of the general 

fund, especially in light of the shortfalls in prior fiscal years.  It is imperative that the 
Commissioners Court continue to focus on revenue enhancement in order to adequately fund 
present and future mandates placed on County government.  The fiscal year 2007 budget 
incorporated additional funding for the sheriff’s department and other mandated functions, while the 
majority of other departments experienced level funding to operating accounts.  Simultaneously, the 
designated fund balance utilized in balancing the 2007 budget for all funds combined, increased 
from the prior year by $11,515,646 or 52.55 percent for a total of $33,429,208.  Departments will 
continue to be challenged with increasing efficiencies in order to operate within their budgets.  
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More than ever, monitoring of expenditures will be paramount in forecasting budget inadequacies 
and identifying potential excesses. 

 
For the future, it is anticipated that in fiscal year 2007 the Court will continue to face 

funding challenges.  Some of those challenges will be additional operating cost of new facilities, 
automatic contractual collective bargaining salary adjustments for the sheriff’s department and 
continued adherence to the County’s salary-step-plan.  Specific monitoring will remain focused on 
revenues related to hotel occupancy and sales and use taxes as they tend to be impacted negatively 
during times of national and international conflict due to the nature of El Paso County’s proximity 
to the international border.  Also, growth due to inflation and the possibility of new mandates will 
be challenges faced by the Court. 

 
Finally, as a result of budget shortfalls at both federal and state levels, it is anticipated that 

additional financial burden will continue to be shifted down to the County and ultimately local 
taxpayers if other sources of funding are not identified.  The County will be tasked with identifying 
new or additional revenues to counter these expenditures.  At its discretion, the Court will probably 
continue to utilize some amount of fund balance which is healthy in the sense that it keeps the 
County from building up excessive reserves and reduces a future burden on taxpayers.  Based on the 
amount of fund balance utilized to balance the 2007 budget, the Court must remain cautious in 
planning for the budget in fiscal year 2008 in the absence of either continued cost containment 
initiatives or additional revenue enhancement efforts.  It is imperative that County Government 
continually strive to maintain steady increases in revenue while costs are on the rise. 
 

Major Initiatives.  Over a number of years, the County has been actively involved in the 
creation of a new port of entry in Fabens, Texas.  Funding in the amount of $2,500,000 was 
budgeted within the Capital Project Fund in fiscal year 2002 on a project basis in support of 
preliminary assessment and design as negotiations between the United States and Mexican 
government continue.  As of fiscal year 2006, capital appropriations related to this project totaled 
$7,000,000, while year-to-date expenditures as of September 30, 2006 totaled $5,295,447.  Funds 
expended to date relate to environmental assessment, bridge design and the purchase of land and 
right-of-way necessary for this project.  Significant efforts were made to secure a presidential 
permit to move forward on construction of the port of entry.  Based on the fact that a presidential 
permit was issued in fiscal year 2005, El Paso County continues its negotiations with federal, state 
and international officials on the timely construction of this bridge in unison with other agency 
facilities and anticipates completion by January 2012.  Revenue bonds are anticipated to fund the 
construction of this bridge beginning in fiscal year 2010, provided other agencies’ facilities are 
timely funded and constructed. 
 

Current priorities include addressing construction of various outlying courthouse annexes, 
capital equipment needs, and rural and regional park improvements.  Other issues include 
continually encouraging departments and officials to streamline functions to improve operational 
efficiencies, minimize costs by controlling spending habits, consolidating duplicate activities and 
saving tax dollars wherever possible. In turn, unspent appropriations at year-end would reduce the 
tax burden required to provide future services. The County has a continual goal of evaluating its 
various functions, activities and the ever-changing needs of its constituents. 
 

 9













 

Financial Sectionm
 



 
 
 
 
 
 
 
 
 
 
 
  

Independentm
    

A
uditor’s R

eportm
 







 
 
 
 
 
 

 

M
anagem

ent’s D
iscussion 

and A
nalysis (M

D
&

A
) 



Management's Discussion and Analysis 
 
As management of the County of El Paso (the County), we offer readers of the County’s 
financial statements this narrative overview and analysis of the financial activities of the County 
for the fiscal year ended September 30, 2006.  We encourage readers to consider the information 
presented here in conjunction with additional information that we have furnished in our letter of 
transmittal, which can be found on pages 1 through 10 of this report.   
  
Financial Highlights.  Combined County assets from governmental and business type activities 
exceeded liabilities at the close of fiscal year 2006 by $169,499,931, which represents total net 
assets.  Of this amount, $157,641,430 or 93.0 percent relates to governmental-type activities 
while $11,858,501 or 7.0 percent represents business-type activities.  Total net assets are 
comprised of restricted and unrestricted assets and investment in capital assets net of related 
debt.  Investment in capital assets net of related debt totaled $69,740,104 or 41.14 percent of 
total net assets.  Restricted assets represent funds subject to constraints that are imposed 
externally by creditors, debt covenants, grantors, contributors, laws or regulations of other 
governments or imposed by law through constitutional provisions or enabling legislation.  
Restricted net assets totaled $58,380,447 or 34.44 percent of total net assets of which the primary 
government and business type activities totaled $57,326,500 or 98.19 percent and $1,053,947 or 
1.81 percent, respectively.  Unrestricted net assets on the other hand may be used to meet the 
county’s ongoing obligations to citizens and creditors and totaled $41,379,380 or 24.41 percent 
of total net assets.   

 
Fiscal year 2006 operations of the County resulted in total net assets increasing by $23,849,033 
or 16.37 percent.  This was mainly attributable to a net increase of $24,177,346 or 18.12 percent 
in the governmental-type net assets and a decline in business-type net assets totaling $328,313 or 
2.69 percent.  Explanation of these changes is depicted hereafter in this management discussion 
and analysis. 
 
Overview of the Financial Statements 
 
Discussion and analysis here is intended to serve as an introduction to El Paso County’s basic 
financial statements. The County’s basic financial statements comprise three components: 1) 
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial 
statements. This report also contains other supplementary information in addition to the basic 
financial statements themselves.  
 
Government-Wide Financial Statements.  The government-wide financial statements are 
designed to provide readers with a broad overview of the County’s finances, in a manner similar 
to a private-sector business.  The statement of net assets presents information on all of the 
County’s assets and liabilities, with the difference between the two reported as net assets. Over 
time, increases or decreases in net assets may serve as a useful indicator of whether the financial 
position of the County is improving or deteriorating. 
  
The statement of activities presents information showing how the government's net assets 
changed during the most recent fiscal year.  All changes in net assets are reported as soon as the 
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.  
Thus, revenues and expenses are reported in this statement for some items that will only result in 
cash flows in future fiscal periods (e.g., uncollected taxes). 
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Both of the government-wide financial statements distinguish functions of the County that are 
primarily supported by taxes and intergovernmental revenues (governmental activities) from 
other functions that are intended to recover all or a significant portion of their costs through user 
fees and charges similar to business-type activities.  The governmental activities of the County 
include general government, administration of justice, public safety, health and welfare, 
community services, resource development, culture and recreation and public works. The 
business-type activities of the County include the East Montana Water Project and the County 
Solid Waste Project. 
 
The government-wide financial statements include not only the County itself (known as the 
primary government), but also the R. E. Thomason Hospital District (The District), a discretely 
presented component unit.  The District is included in this CAFR because the El Paso County 
Commissioners Court, the County's governing body, has the legal duty to exercise financial 
accountability over it by appointing its board members, approving its budget and setting its tax 
rate as discussed in the letter of transmittal.    Copies of any of the District's financial reports can 
be obtained directly from the District.  The government-wide financial statements can be found 
on exhibits 1 and 2 of this report. 

 
Fund financial statements.  A fund is a grouping of related accounts that is used to maintain 
control over resources that have been segregated for specific activities or objectives. El Paso 
County, like other state and local governments, uses fund accounting to ensure and demonstrate 
compliance with finance-related legal requirements. 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 outflows of spendable resources, as well as on 
balances of spendable resources available at the end of the fiscal 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 so, 
it is our hope that readers will 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 multiple 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, road and bridge fund 
and capital projects 2001 and 2002, which management considered of financial importance or for 
consistency purposes.  Data from the other governmental funds are combined into a single, 
aggregated presentation.  Individual fund data for each of these non-major governmental funds is 
provided in the form of combining statements elsewhere in this report. 
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The County adopts an annual appropriated budget for its general fund, special revenue and debt 
service funds. A budgetary comparison statement has been provided for these funds to 
demonstrate compliance with this budget. 
 
The basic governmental fund financial statements can be found on Exhibits 3-5 of this report. 
 
Proprietary funds.  The County maintains two different 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 an enterprise fund to account for its East 
Montana Water Facility.  The internal service fund is an accounting device used to accumulate 
and allocate costs internally among the County’s various functions. The County uses internal 
service funds to account for its employee health benefits, workers compensation, and 
supplemental dental and optical benefits funds.  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. The proprietary fund financial statements provide separate 
information for the East Montana Water Facility.  The internal service funds are also presented in 
the proprietary fund financial statements. 
 
The basic proprietary fund financial statements can be found on Exhibits 6-8 of 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. 
 
The basic fiduciary fund financial statement can be found on Exhibit 9 of this report. 
 
Notes to the financial statements.  The notes provide additional information that is essential to 
a full understanding of the data provided in the government-wide and fund financial statements. 
The notes to the financial statements can be found on pages 45-79 of this report. 
  
Other information.  The combining statements regarding non-major governmental funds are 
presented immediately following the notes to the financial statements.  Combining and 
individual fund statements and schedules can be found on pages 95-224 of this report. 
 
Government-Wide Financial Analysis 
As previously noted, net assets may serve over time as a useful indicator of a government's 
financial position.  In the case of the County, assets exceeded liabilities by $169,499,931 at the 
close of fiscal year 2006.  By far the largest component of the County’s net assets represents 
investment in capital assets (e.g., land, buildings, machinery, and equipment) totaling 
$69,740,104 or 41.14 percent of total net assets, which is net of any related 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 capital assets 
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themselves cannot be used to liquidate these liabilities.  The next component of the County’s net 
assets represents unrestricted net assets totaling $41,379,380 or 24.41 percent of total net assets, 
which may be used to meet the county’s ongoing obligations to citizens and creditors.  The last 
category relates to restricted assets totaling $58,380,447 or 34.44 percent.  These restricted net 
assets represent resources that are subject to external restrictions on how they may be used of 
which the majority relates to capital project funds totaling $27,626,009 or 47.32 percent of 
restricted net assets followed by special revenue funds totaling $27,905,402 or 47.80 percent of 
restricted net assets.   
 
Furthermore, as of September 30, 2006, the County is able to report positive balances in all three 
categories of net assets for the governmental and business-type activities.  Investments in capital 
assets net of related debt from governmental and business-type activities grew by $9,458,490 or 
15.69 percent.  There was an increase of $4,177,298 or 7.71 percent in restricted net assets 
reported, of which $4,159,496 related to governmental activities and $17,802 resulted from 
business-type activities.  Unrestricted net assets also grew solely in the governmental activities 
by $10,213,245 or 32.77 percent. 
 
On a global perspective, the County of El Paso’s total assets from governmental and business-
type activities increased by $14,172,378 or 4.58 percent.  This increase was the culmination of a 
multitude of changes at the fund level statements, but more so, at the entity-wide level financial 
statements.  Discussion here will focus on selective information to give the reader a basic 
understanding of changes by evaluating changes in the statement of net assets and the associated 
changes in revenues and expenditures.  Detailed analysis and explanation will be focused on 
significant changes, which occurred throughout the various levels within these financial 
statements.   

FY2006 FY2005 FY2006 FY2005 FY2006 FY2005
Current and other assets 140,735,943$    125,493,379$    1,376,625$        1,347,617$        142,112,568$    126,840,996$    
Capital assets 169,835,016      170,565,114      11,770,779        12,139,875        181,605,795      182,704,989      

Total assets 310,570,959      296,058,493      13,147,404        13,487,492        323,718,363      309,545,985      
Long-term liabilities outstanding 133,559,396      141,881,678      1,213,100          1,150,000          134,772,496      143,031,678      
Other liabilities 19,370,133        20,712,731        75,803               150,678             19,445,936        20,863,409        

Total liabilities 152,929,529      162,594,409      1,288,903          1,300,678          154,218,432      163,895,087      
Net assets:
Invested in capital assets, net of related 
debt 58,935,550        49,130,945        10,804,554        11,150,669        69,740,104        60,281,614        
Restricted 57,326,500        53,167,004        1,053,947          1,036,145          58,380,447        54,203,149        
Unrestricted 41,379,380        31,166,135        -                         -                         41,379,380        31,166,135        

Total net assets 157,641,430$    133,464,084$    11,858,501$      12,186,814$      169,499,931$    145,650,898$    

El Paso County, Texas Net Assets

Governmental Business-type
Total

Activities Activities

 
The overall increase in net assets of the County can be better understood when evaluating the 
changes to net assets, total assets minus total liabilities.  Total assets amounted to $323,718,363, 
an increase of $14,172,378 or 4.58 percent.  Further analysis reflects that the majority of all 
assets relate to governmental activities totaling $310,570,959 or 95.94 percent and business-type 
activities totaled $13,147,404 or 4.06 percent.  Overall, capital assets (net of related depreciation) 
totaled $181,605,795 and decreased by $1,099,194 or .60 percent below the prior year and 
represent land, buildings, improvements, equipment, furniture, vehicles, roads, bridges and 
culverts and construction in progress.  This decrease to capital assets represent mainly disposal 
of equipment. 
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For entity-wide reporting purposes under GASB 34, capital expenditures made at the fund level 
must be reversed from expenditures at the entity-wide level financial statements and reflected as 
capital assets net of depreciation.  Due to this, you may observe fund level expenditure amounts 
in excess of what is reported at the entity-wide level or visa versa.  The most significant impacts 
in total assets represent increases that occurred within cash and cash equivalents totaling 
$14,961,972 and receivables (net of allowances for uncollectible) totaling $303,725.  The 
significance of this can be further evaluated by shifting attention away from assets and liabilities 
and focusing on the changes to the components of total net assets, which is discussed 
immediately following discussion on total liabilities.   
 
Overall, total entity-wide liabilities were $154,218,432 and declined by $9,676,655 or 5.90 
percent.  Further analysis reflects that the majority of all liabilities relate to governmental 
activities totaling $152,929,529 or 99.16 percent.  When compared to fiscal year 2005, liabilities 
declined in the areas of vouchers payable by $955,781 or 13.97 percent and claims payable by 
$1,077,805 or 67.64 percent.  Another significant decline of $10,574,328 or 8.63 percent related 
to bonds payable.  Offsetting increases included compensated absences totaling $1,912,421 or 
9.35 percent and contingent liabilities totaling $300,000 to name a few.  For additional 
information regarding compensated balances, please see note 1-K. 
 
The increase in the County’s net assets of $23,849,033 or 16.37 percent represents the degree to 
which revenue growth has exceeded the trend of growth in expenses, a significant 
accomplishment of the Court in the past three fiscal years.  Overall revenue increased by 
$10,178,048 or 4.73 percent, of which a significant share of $6,302,624 or 6.88 percent relates to 
ad valorem property taxes.  Other taxes mainly comprise sales and use and hotel occupancy 
taxes, and rose by $3,870,163 or 12.42 percent mainly due to a rebound of sales tax.  Other 
impacts included charges for services which grew by $3,616,205 or 7.17 percent, mainly 
attributable to statutory fee increases and the rebound in housing of federal and city prisoners by 
the County Sheriff.  Other areas saw a decline such as operating grants and contributions, which 
decreased overall by $1,264,393 or 4.44 percent while other revenues all declined by $2,346,551 
or 17.28 percent mainly attributable to continued decline in phone commission revenue. 
 
Expenses also increased by a net of $7,025,322 or 3.56 percent.  Expense changes included 
increases in culture and recreation of $3,686,282 or 48.64 percent, public safety of $2,754,149 or 
2.94 percent, and administration of justice totaling $1,604,534 or 4.08 percent, pubic works 
totaling $1,387,800 or 32.20 percent, community services totaling $329,422 or 50.88 percent, 
East Montana Water Project totaling $238,462 or 21.97 percent and resource development 
totaling $120,003 or 25.02 percent.  These increases netted with declines in general government 
of $1,830,189 or 5.57 percent, health and welfare of $804,998 or 6.90 percent related to 
children’s mental health and completed air quality projects and interest on long-term debt of 
$460,143 or 7.77 percent.  Further explanation of all the above changes is discussed hereafter in 
this section. 
 
From here forward in the discussion of entity-wide changes, please note that the increases and 
decreases in entity-wide expenses in the various functions of county government are a result of a 
combination of financial impacts, such as depreciation expense and retirement of assets along 
with the other adjustments such as the recognition of compensated absences, allocation of 
profit/loss of the internal service funds back to departments and the conversion of capital outlays 
to reflect at the entity-wide level as expenses by function. 
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FY2006 FY2005 FY2006 FY2005 FY2006 FY2005
Revenues:

Program revenues:
Charges for services 53,130,371$      49,594,681$      932,846$           852,331$           54,063,217$      50,447,012$      
Operating grants and contributions 27,218,156        28,482,549        27,218,156        28,482,549        
Capital grants and contributions -                         -                         -                         -                         -                         -                         

General revenues:
Property taxes 97,968,047        91,665,423        97,968,047        91,665,423        
Other taxes 35,040,601        31,170,438        35,040,601        31,170,438        
Other 11,174,127        13,549,818        62,463               33,323               11,236,590        13,583,141        

Total revenues 224,531,302      214,462,909      995,309             885,654             225,526,611      215,348,563      

Expenses:
General government 31,024,457        32,854,646        31,024,457        32,854,646        
Administration of justice 40,958,490        39,353,956        40,958,490        39,353,956        
Public safety 96,474,144        93,719,995        96,474,144        93,719,995        
Health and welfare 10,854,470        11,659,468        10,854,470        11,659,468        
Community services 976,811             647,389             976,811             647,389             
Resource development 599,712             479,709             599,712             479,709             
Culture and recreation 11,264,459        7,578,177          11,264,459        7,578,177          
Public works 5,697,541          4,309,741          5,697,541          4,309,741          
Interest on long-term debt 5,461,343          5,921,486          5,461,343          5,921,486          
East Montana water project 1,323,622          1,085,160          1,323,622          1,085,160          

Total expenses 203,311,427      196,524,567      1,323,622          1,085,160          204,635,049      197,609,727      
Increase in net assets 21,219,875        17,938,342        (328,313)            (199,506)            20,891,562        17,738,836        
Net assets October 1 133,464,084      115,525,742      12,186,814        12,386,320        145,650,898      127,912,062      

Prior period adjustment 2,957,471          -                         2,957,471          
Net assets September 30 157,641,430$    133,464,084$    11,858,501$      12,186,814$      169,499,931$    145,650,898$    

Total

County of El Paso, Texas Changes in Net Assets

Governmental

Activities

Business-type

Activities

 
 
Governmental activities 

Revenues by Source
Governmental-Type Activities

Interest
2.92%

Miscellaneous
1.98%

Gain on sale of 
capital assets

0.07%

Transfers
0.00%

Fines, Fees and 
Charges for Services

23.66%

Operating Grants 
and Contributions

12.12%

Taxes
59.24%

Governmental activities during fiscal year 2006 resulted in an increase in net assets of 
$21,219,875, or 18.29 percent thereby accounting for 101.5 percent of the total change of 
$20,891,562 in net assets.  
Comparative fiscal year 2006 and 2005 
data relating to these changes is 
reflected above. 
 
Property taxes increased by $6,302,624 
or 6.88 percent during the year.  This 
increase is attributable to addition of 
new taxable properties and increases in 
existing taxable property values 
totaling $1,556,848,604 or 7.42 percent 
while maintaining the same tax rate of 
$0.432259. 
 
Fines, fees and charges for services 
increased by   $3,535,690 or 7.13 
percent and represent 23.66 percent of total revenue.  This was mainly attributable to an increase 
in County Clerk fees approximating $1.8 million as well as growth in other fee accounts.  City 
and Federal prisoner reimbursement grew slightly by $144,171 relating to the cost of housing 
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prisoners and by $357,084 for criminal alien assistance reimbursement which was received in 
fiscal year 2006 compared to zero in fiscal year 2005.  
 
Operating grants and contributions for governmental activities decreased by $1,264,393 or 4.44 
percent.  Additionally, other revenues declined by $2,375,691 mainly due to offsetting changes 
such as an increase in interest earnings of $3,037,282 and a decline in miscellaneous revenues 
totaling $3,654,635.   
 
Other taxes grew by $3,870,163 or 12.42 percent due mainly to increases in both sales and use 
and hotel/motel taxes but predominately sales tax. 
 
Government-wide expenses increased by $7,025,322 or 3.56 percent of which governmental 
activities contributed to an increase of $6,786,860 or 3.45 percent and comprised 96.61 percent 
of the overall entity-wide increase.  The most significant changes were evident in the areas which 
increased such as culture and recreation by $3,686,282 or 48.64 percent, public safety by 
$2,754,149 or 2.94 percent, administration of justice by $1,604,534 or 4.08 percent, public works 
by $1,387,800 or 32.20 percent, community services by $329,422 or 50.88 percent, and resource 
development by $120,003 or 25.02 percent.  Other areas declined such as general government 
totaling $1,830,189 or 5.57 percent, health and welfare totaling $804,998 or 6.90 percent and 
interest on long-term debt totaling $460,143 or 7.77 percent. 
 
Changes mentioned previously within each of the functions above are the result of a combination 
of factors both at the fund level and more materially at the entity-wide level as explained in the 
discussion of the changes in the statement of net assets.  More specific information can be found 
in the fund level discussion later in this section.  Factors affecting expenses that are recognized in 
governmental activities and not presented in the individual government funds can be found on 
Exhibits 3.1 and 4.1 of the basic financial statements. 
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Business-type activities.  Business-type activities resulted in a decrease in net assets of 
$328,313 or 2.69 percent and accounted for 1.57 percent of the total change in the government's 
net assets. Comparative fiscal year 2006 and 2005 data relating to these changes is reflected on 
Exhibit 6. 
 

Revenues by Source
Business-Type Activities

Fines, Fees and 
Charges for Services

93.77%

Interest
6.23%

Overall revenues totaled $995,309 and grew by 
$109,655 or 12.38 percent.  Charges for 
services increased by $80,515 or 9.45 percent 
due to an increase in program revenue received 
from the East Montana water system.     
 
Other revenues increased by $29,140 or 87.45 
percent mostly due to higher investment 
earnings on more funds available for investment 
in business-type activities. 
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Expenses in this area totaled $1,323,622 and 
increased by $238,462 or 21.97 percent and 
were related to increased cost of water 
purchases for the East Montana water project 
and garbage services for the Far East side of 
the County. 
 
 

 
Financial Analysis of the Government's Funds  
 
Governmental funds 
The focus of the County’s governmental funds is to provide information on near-term inflows, 
outflows, and balances of spendable resources. Such information is useful in assessing the 
County’s financing requirements. In particular, unreserved fund balance may serve as a useful 
measure of a government's net resources available for spending at the end of the fiscal year.  
 
As of the end of the 2006 fiscal year, the County’s governmental funds reported combined 
ending fund balances of $107,128,340, an increase of $10,641,032 or 11.03 percent in 
comparison with the prior year.  Unreserved undesignated fund balance constitutes $41,423,416 
or 38.67 percent of total fund balance, which is available for spending at the government's 
discretion.  The remainder of fund balance is reserved or designated to indicate that it has already 
been committed.  The majority of this designated balance is attributable to capital project funds 
totaling $26,860,711 or 25.07 percent of combined fund balances for planned capital equipment 
and infrastructure. Also included in the unreserved balance is $31,306,862 designated to balance 
the fiscal year 2007 operating budget.  Designations included $21,316,171 in the General Fund 
and $9,990,691 in Special Revenue for a variety of specific purposes.  Additionally, $2,427,571 
is reserved for future debt service principal and interest payments. 
 

Eas t  Montana
Water Pro ject

Co unty So lid
Waste

$829

$1,131

Prog ram Revenues

Expenses

$165 $192
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The general fund is the chief operating fund of the County.  At the end of the current fiscal year, 
unreserved fund balance of the general fund was $48,007,614 of which $26,691,443 is 
unreserved and undesignated.  Overall, the undesignated fund balance of the general fund 
decreased by $4,607,779 or 14.72 percent.  Fund balance totaled $49,169,358, and increased by 
$6,538,891 or 15.34 percent.  As a measure of the general fund's liquidity, it may be useful to 
compare both unreserved fund balance and total fund balance to total fund expenditures. The 
Commissioners Court utilized undesignated reserves in balancing the fiscal year 2007 operating 
budget, which included an expenditure level exceeding the corresponding rate of estimated 
revenue growth, although the designation increased considerably by $11,063,335 or 107.91 
percent from that of the prior fiscal year. 
 
The debt service fund ended the fiscal year with a fund balance of $2,427,571, all of which is 
reserved for the payment of debt service.  The net increase in fund balance during the fiscal year 
was $1,118,253 and is mainly attributed to the increase of approximately $1.05 million in excess 
sales tax transferred from the general fund.  State law requires that excess sales tax be used to 
pay off any outstanding debt. 
 
The special revenue funds in the aggregate have a fund balance of $27,905,402, an increase of 
$6,081,377 or 27.87 percent compared to the previous year.  This increase is mainly due to the 
recognition of revenue for the transfers to the grants from the general fund and the elimination of 
a $2.5 million transfer from the Road and Bridge fund to the General Fund.   
 
Proprietary funds 
The County’s proprietary funds provide the same type of information found in the government-
wide financial statements, but in more detail. 
  
Restricted net assets of the Business-Type Activities at the end of the year amounted to 
$1,053,947, an increase of $17,802 or 1.72 percent.  Key factors concerning the finances of this 
fund were addressed in the discussion of the County’s business-type activities. 
 
General Fund Trends 
A myriad of factors contributed to the general fund’s financial position. Factors included the 
favorable variance of 
actual revenues and 
other financing sources 
over estimates of 
$9,455,704.  Actual 
revenues totaled 
$163,008,466, an 
increase of 
$14,978,037 or 10.12 
percent over fiscal year 
2005.  On the other 
hand, other financing 
sources totaled 
$703,385, a decrease 
of $3,072,967 or 81.37 
percent from fiscal year 2005. 

General Fund Revenues
Ta x R e ve nue s

70 .54%

Lic e ns e s  a nd 
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General Fund Revenues 2005 Actuals 2006 Actuals

Increase 
(Decrease) 

from FY 2005

Percent 
Increase 

(Decrease)

Financing 
Sources

Tax Revenues 104,558,090$   115,483,678$     10,925,588$     10.45% 70.54%
Licenses and Permits 216,113$          208,535$            (7,578)$            -3.51% 0.13

Amount 

2006 Actual as 
a % of Total 
Revenues and 

Other 

%
Intergovernmental 2,791,201$       4,337,142$         1,545,941$       55.39% 2.65%
Charges for Services 29,608,989$     31,717,862$       2,108,873$       7.12% 19.37%
Fines and Forfeits 6,252,157$       5,936,102$         (316,055)$        -5.06% 3.63%
Interest Earnings 1,639,538$       3,269,818$         1,630,280$       99.44% 2.00%
Miscellaneous Revenues 2,964,341$       2,055,329$         (909,012)$        -30.66% 1.26%
Other Financing Sources 3,776,352$       703,385$            (3,072,967)$     -81.37% 0.43%
     Total revenues and other sources 151,806,781$   163,711,851$     11,905,070$     7.84% 100.00%

 
 
It is noteworthy to mention that various factors and actions by the County during the fiscal year 
had the effect of maintaining the County’s favorable fund balance and unspent budget balance 
within the general fund.  Significant factors impacting the general fund balance were revenue 
increases in a variety of areas.  Together, revenues and other sources netted a total increase of 
$11,905,070 or 7.84 percent.  Some of the increases in revenues were briefly discussed 
previously in the governmental-type activities revenue discussion.  Further analysis of the 
general fund reflects increases such as taxes, $10,925,588 or 10.45 percent of which the majority 
of this increase related to growth in ad valorem property taxes totaling $7,372,097 or 9.74 
percent and sales and use taxes totaling $3,413,146 or 12.32 percent.  The increase in taxes was 
attributable in part to continued growth in the property tax base and valuation increases and 
rebounding of sales and use taxes.  As stated earlier, the Commissioners Court maintained the 
same tax rate of $0.432259 in fiscal 2006 in an effort to continue alignment of revenues with 
expenditure trends while actively containing current and future expenditure growth.   
 
 
Other areas which experienced growth, included  charges for services $2,108,873 or 7.12 percent 
mainly due to growth in county clerk fees of $1,858,993, interest earnings of $1,630,280 or 
99.44 percent due to continued action by the Federal Reserve of raising interest rates, and 
intergovernmental revenues of $1,545,941 or 55.39 percent due mainly to federal drug bridge 
case reimbursement.  
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These increases were netted by general fund revenue declines in other financing sources totaling 
$3,072,967 or 81.37 percent mainly due to a significant reduction of transfers from the Road and 
Bridge fund to the general fund down to zero from $2.5 million in fiscal year 2005 and $5 
million in fiscal year 2004.  Miscellaneous revenues also declined by $909,012 or 30.66 percent 
followed by fines and forfeits totaling $316,055 or 5.06 percent. 
 

General Fund Expenditures 2005 Actuals 2006 Actuals from FY 2005 (Decrease)
Current:
      General Government 26,210,753$     26,723,140$       512,387$          1.95% 17.16%
      Administration of Justice 32,936,400$     34,779,095$       1,842,695$       5.59% 22.33%
      Public Safety 70,474,657$     71,984,926$       1,510,269$       2.14% 46.23%
      Health and Welfare 5,886,043$       6,048,020$         161,977$          2.75% 3.88%
      Resource Development 558,064$          572,155$            14,091$            2.52% 0.37%
      Culture and Recreation 2,016,340$       2,116,680$        100,340$         4.98% 1.36%
      Capital Outlays 134,723$          119,881$            (14,842)$          -11.02% 0.08%
      Other Financing Uses 11,521,912$     13,372,326$       1,850,414$       16.06% 8.59%
     Total Expenditures (Uses) 149,738,892$   155,716,223$     5,977,331$       3.99% 100.00%

Amount 
Increase 

(Decrease) 
Percent 
Increase 

2006 Actual as 
a % of Total 
Expenditures 

and Other 
Financing 

Uses

Comparison of the general fund adopted appropriations reflects growth in fiscal year 2006 of 
$7,057,843 or 4.48 percent, whereas actual expenditures in fiscal year 2006 grew by $5,977,331 
or 3.99 percent before non-budgeted expenditure accrual adjustments bringing the total of 
general fund expenditures and transfers to $155,716,223. Growth in expenditures by category as 
reflected in the chart above was a result of a multitude of changes including increases related to 
the county’s salary-step-plan, the sheriff’s collective bargaining agreement, new costs to fund 
mandated services as well as to keep pace with general inflationary increases.  Further analysis 
reflects increases totaling $5,992,173 comprised of other financing uses totaling $1,850,414 or 
16.06 percent, administration of justice totaling $1,842,695 or 5.59 percent, public safety totaling 
$1,510,269 or 2.14 percent, general government totaling $512,387 or 1.95 percent, health and 
welfare totaling $161,977 or 2.75 percent, culture and recreation totaling $100,340 or 4.98 
percent and resource development totaling $14,091 or 2.52 percent.  Increases were netted with a 
decline of $14,842 or 11.02 percent in capital outlays.  
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Additionally, revenues and other sources 
exceeded expenditures and other uses by 
$6,157,490 after non-budgeted accrual 
adjustments.  This can be further 
explained by analyzing the effect of non-
budgeted adjustments for the comparative 
years for contingent liabilities, payroll 
liabilities and excess sales and use tax 
transfers to the debt service fund.  Other 
changes not elaborated herein include 
statutory mandates such as in 
administration of justice and public 
safety. 
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General Fund Budgetary Highlights  
 
The fiscal year 2006 budget of $164,508,983 did not increase during the fiscal year other than for 
carryover appropriations totaling $875,839 bringing the original budget total to $165,384,822.  
This budget included $10,252,836 of fund balance reserves to balance the fiscal year 2006 
budget gap of appropriations in excess of estimated revenues.  The only other changes were for 
reallocations within expenditure classifications and can be briefly summarized as follows: 
  

• ($3,316,855) decreases in general government activities. 
• $2,265,594 increases allocated to administration of justice. 
• $528,040 increases allocated to public safety. 
• $311,182 increases allocated to health and welfare. 
• $251,929 increases allocated to culture and recreation. 
• ($8,997) decreases in resource development. 
• ($1,266,926) decreases to capital outlays. 
• $1,236,033 increases to transfers out. 

 
 
General Fund Budgetary Variance Highlights 
 
Analysis of budget actual trends depicts that actual revenues exceeded estimates by $9,326,319 
in a variety of areas.  The most significant variances occurred in taxes, as sales taxes saw a 
favorable variance of 14.19 percent contributing $3,867,468 or 41.47 percent of the total revenue 
variance.  Intergovernmental revenues also outpaced estimates by $1,995,903 or 85.25 percent 
and represented 21.40 percent of total revenue variance.  This was due to an increase in receipt of 
uncertified federal reimbursements related to federal drug bridge case prosecution totaling 
$1,266,146 and growth in other agency reimbursement.  Other favorable variances of 
significance included interest earnings totaling $1,569,818 or 16.83 percent of the total revenue 
variance and ad valorem property taxes totaling $1,415,382 or 15.18 percent of the total revenue 
variance.  Other less significant positive variances were experienced in miscellaneous revenues 
with an unfavorable variance of $858,973 or 9.21 percent due to mainly to a decline of $723,735 
in phone commission revenues resulting from the introduction of phone cards in the county’s jail 
facilities and therefore reducing the number of higher commission collect calls.  Other financing 
sources representing transfers-in also saw a favorable variance of $129,385 due to residual 
matching funds remaining upon closing of grants. 
 
Favorable appropriation variances were also experienced as the Commissioners Court and 
County departments remained frugal and the Court enforced cost reduction policies such as 
maintaining a ten week hiring freeze when filling staffing table vacancies, no appropriation 
transfers between categories of personnel, operating and capital without Court approval and 
encouraging efficiencies in business practices.  Overall favorable appropriation variances totaled 
$9,668,599 which represents 5.85% of the adopted budget with carryover.  This variance was 
comprised of personnel, operating and capital totaling $4,029,541, $5,567,345 and $71,713, 
respectively.  The most significant favorable variance was in the area of general government 
totaling $6,326,706 or 65.44 percent of overall appropriation variances.  This variance was 
almost evenly split between personnel and operating appropriations and was made possible due 
to the County’s policy of not fully funding departmental salaries until the third quarter of each 
fiscal year, which factors in savings related to attrition, cost of living and merit increases.  In 
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regard to operating appropriations, the favorable impact was due to frugal use of operating 
contingency funds under the control of the Commissioners Court.  Appropriations for transfers-
out relate to leveraging county matching funds to secure state and federal grant funding which 
saw a favorable variance of $659,557. 
 
Capital Asset and Debt Administration 
 
Capital assets 
The County’s capital assets for governmental and business type activities as of September 30, 
2006 amounted to $181,605,795 net of accumulated depreciation. This investment in capital 
assets includes land, buildings, improvements, equipment, vehicles, roads and bridges. The total 
change in the County’s capital assets for the current fiscal year was a net decline of $1,099,194 
or .60 percent, comprised of $730,098 in governmental activities and $369,096 in the business-
type activities. 

El Paso County, Texas
Summary of Capital Assets (Net of Depreciation)

Governmental Business-type  
Activities Activities Totals

Categories 2006 2005 2006 2005 2006 2005
Land 12,878,258$           11,914,365$      12,878,258$     11,914,365$        
Buildings 118,157,586           114,133,019      118,157,586     114,133,019        
Improvements 6,301,705               6,644,139          6,301,705         6,644,139            
Equipment 6,730,102               7,958,672          11,770,778$     12,139,875$        18,500,880       20,098,547          
Furniture and Fixtures 199,261                  228,588             199,261            228,588               
Vehicles 3,352,208               3,175,291          3,352,208         3,175,291            
Roads 14,591,069             14,332,249        14,591,069       14,332,249          
Bridges and culverts 1,986,866               2,088,338          1,986,866         2,088,338            
Leased equipment 171,872                  131,456             171,872            131,456               
Construction in progress 5,466,089               9,958,997          5,466,089         9,958,997            

Total assets 169,835,016$         170,565,114$    11,770,778$     12,139,875$        181,605,794$   182,704,989$      

 Major capital asset activity occurring in fiscal year 2006 included: road construction, purchases 
and/or sales or disposition of land, equipment, software and hardware upgrades.  The most 
significant increases were attributable to the addition of county roads and construction in 
progress from expenditure of capital bonds issued in prior years.  Another activity of significance 
includes the Fabens Port of Entry in Far East El Paso whereby the County is working with State, 
Federal and Mexican officials for the construction of a new international port of entry between 
the United States and Mexico.  Additional information on the County’s capital assets can be 
found in note 3-C and Exhibit G1- G3. 
 
Long-term debt 
At the end of the current fiscal year, the County had total bonded debt outstanding of 
$112,046,000 as reflected below.  Of this amount, $110,930,000 comprises debt backed by the 
full faith and credit of the government.  The remainder of the County’s debt represents revenue 
bonds secured solely by specified revenue sources.  During the current fiscal year the County’s 
total debt decreased by $10,604,000 or 8.65 percent.  This decrease was due to payment of 
principal.   

El Paso County's Outstanding Debt
Governmental Business-type  

Activities Activities Totals
Type of Debt 2006 2005 2006 2005 2006 2005
General obligation bonds $36,865,000 $44,360,000 $36,865,000 $44,360,000
Certificates of obligation bonds 74,065,000 77,140,000 74,065,000 77,140,000
Revenue bonds $1,116,000 $1,150,000 1,116,000 1,150,000
Total $110,930,000 $121,500,000 $1,116,000 $1,150,000 $112,046,000 $122,650,000
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In fiscal year 2002, the Commissioners Court issued new debt to refinance some of its existing 
debt, taking advantage of favorable interest rates.  At that time, both Moody’s Investors Service 
and Standards & Poors reaffirmed bond ratings for a stable outlook in El Paso County with 
ratings of A1 and AA-, respectively.  Both firms also reaffirmed these ratings on the County’s 
outstanding general obligation debt.  These ratings reflect the County’s diverse and moderately 
growing economic base, well managed financial operations with emphasis on long-range 
financial goals of maintaining ample reserves, sound financial position and a manageable debt 
position. 
 
Overall, both ratings reflect the County’s current stable credit position that depends upon 
adequate operating margins and fund balance reserves in order to maintain and improve the 
County’s current credit quality.  It is believed that the County’s fiscal 2007 budget along with the 
increasing stability of general fund reserves enhances the County’s credit worthiness and reflects 
a commitment in attaining set goals and objectives.  More detailed information on the County’s 
indebtedness may be found in note 3-F. 
 
Economic Factors and Next Year's Budgets and Rates. 

 
• According to the Texas Workforce Commission's October 2006 issue of Texas Labor 

Market Review, unemployment statewide was 4.7 percent in September. When compared 
to the same time last year, this unemployment rate was .50 percent lower.  According to 
the Texas Comptroller of Public Accounts 2006 Cash Report, in 2006, Entrepreneur 
magazine rated El Paso the hottest mid-size city in America for entrepreneurs.  In other 
studies, Sperling’s Best Places ranked 82 cities and found El Paso the least expensive 
place in the U.S. to drive. Sperling’s study compared the average number of miles driven 
in each city with the average daily number of gallons of fuel used and wasted by drivers 
in traffic.  

• Assessed property values have averaged 4.99 percent growth over the past 10 years. 
• The ad valorem property tax rate remained at $0.361434 in fiscal years 1999 though 2002 

but was increased to $0.39661 and $0.410817 in fiscal years 2003 and 2004 respectively.  
In fiscal years 2005 and 2006 the tax rate grew and remained at $0.432259 in a continued 
effort to align revenues with expenditure trends.  For fiscal year 2007, the tax rate fell to 
$0.391390 as a result of increased property valuations and the addition of new property to 
the tax rolls. 

• Undesignated fund balance of the general fund had experienced positive growth from 
fiscal year 1997 through 2001.  Furthermore, the Court was able to overcome the 
downward trend of fund balance in fiscal years 2002 and 2003 to stability in 2004 and 
some growth in years 2005 and 2006.  The overall fund balance of the general fund 
trended down in fiscal years 2002 and 2003, by approximately $8.5 and $10 million or 
16.20, and 22.82 percent, respectively and is depicted in the graph on the next page 

• For the third consecutive year, sales and use tax revenues have grown such 4.27 percent 
in 2004, 5.05 percent in 2005 and in fiscal year 2006 the County experienced an 
outstanding 12.32 percent increase. 

• Inflationary trends in the region have trended favorably compared to the state and 
national levels. 

• The trend of general fund expenditure growth outpacing growth in revenues has been and 
continues to be of central focus of the Commissioners Court.  

 
All of these factors were considered in preparing the County’s budget for the 2007 fiscal year. 
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Focus of the County remains on conservative fiscal management while addressing public service 
needs and state mandates.  The U.S economy gained momentum during the 2005 fiscal year and 
is showing signs of recovery.  The Federal Reserve did not change the fund rates until June 30, 
2004.  From the June 30, 2004 meeting, the Federal Reserve raised the fund rates sixteen times 
through September 30, 2006. Interest for the twelve months ended September 2006 was 
$6,613,250 when compared to $3,542,129 the prior fiscal year, an increase of $3,071,121 or 
86.70 percent. 
 
Unquestionably, the County faces continued challenges associated with meeting the steadily 
increasing demands for additional services and infrastructures for its rapidly growing population.  
The Commissioners Court members will continue to evaluate and analyze ways to streamline the 
County’s operations by consolidating activities internally and with other governmental entities 
and downsizing, wherever possible, to achieve maximum cost effectiveness for the taxpayers.  
To date, inter-local governmental agreements have been the most popular method for 
consolidating activities with other governmental entities. 
 
For the future, it is anticipated that in fiscal year 2007, the Court will continue to face funding 
challenges.  Some of these challenges will include identification of new sources or increases to 
revenues, additional costs for mandates such as new courts and possible shifting of financial 
funding responsibilities from the State to the County.  Other challenges include public health and 
welfare, public safety and culture and recreation in response to community needs.  Healthcare 
benefit costs for County employees and retirees are of major concern due to the trend of 
increasing cost of health care.  Continuation of contractual collective bargaining salary 
adjustments for the sheriff’s department and continued adherence to the County’s salary-step-
plan, and elimination of step-plan gaps in fiscal year 2007, will remain of concern.  Further 
challenges facing the court in the future are the increasing space needs, inflation and various 
other funding mandates placed upon the County as it continues to grow. 

Fund Balance Components-General Fund
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At its discretion, the Court will probably continue to utilize some amount of fund balance, which 
is healthy in the sense that it keeps the County from building up excessive reserves and reduces a 
future burden on taxpayers.  Based on the amount of fund balance utilized in the fiscal year 2007 
budget and combined with the past pattern of declining general fund balance reserves in fiscal 
years 2002 and 2003, the Court must continue its focus on fiscal and budgetary restraint in fiscal 
years 2007 and beyond, if additional revenue sources are not identified. 
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County government will continually strive to maintain steady increases in revenue while costs 
are on the rise.  In terms of the overall financial condition, the County’s present position is 
reflective of continued significant accomplishments by the County of El Paso and the 
Commissioners Court is to be commended for such an attainment.  
 
Although it is healthy to utilize fund balance to balance a subsequent fiscal year budget, caution 
should be exercised not to become dependent upon fund balance to support future expenditure 
growth in order to assure maintenance of reasonable fund balance reserves in accordance with 
County financial policies.  Emphasis must be placed on generating adequate operational 
revenues to meet planned operational expenditures and it is paramount to maintaining sound 
financial stability and maintenance of realistic fund balance reserves.  Departments will continue 
to be challenged with continually assessing possible increased efficiencies in order to operate 
within their budgets.  In order to maintain the County’s favorable financial condition, more than 
ever, monitoring of expenditures will continue to be paramount in forecasting budget 
inadequacies and identifying potential excesses. 
 
The 2007 budget adopted by the County totaled $241,863,824, a net decrease of $11,857,457 or 
4.67 percent in comparison to the final fiscal year 2006 adopted amended budget.  Additional 
information regarding the 2007 budget can be obtained from the County’s official 2007 
published budget presentation package on the County’s web page at 
http://www.epcounty.com/auditor/publications/reports.html. 
 
This financial report is designed to provide a general overview of the County’s finances for all 
those with an interest.  Questions concerning any of the information provided in this report or 
requests for additional financial information should be addressed to the Office of the El Paso 
County Auditor, 500 East San Antonio Street, Room 406, El Paso, Texas, 79901-2407. 
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Special revenue funds are used to account for the proceeds of 
specific revenue sources that are legally restricted to expenditure 
for specific purposes. 



















































































































































































































 
 
 
 
 
 

 

Debt Service funds are used to account for the accumulation of 
resources for, and the payment of, general long-term debt 
principal and interest. 
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Capital project funds are used to account for financial resources to 
be used for the acquisition or construction of major projects (other 
than those financed with trust and proprietary funds). 

C
apital Project       

Funds 























Internal Service Funds 

 
 
 
 
 
 

Internal service funds are used to account for the financing of 
goods or services provided by one department or agency to 
other  departments or agencies of the government and to other 
government units, on a cost reimbursement basis. 











 

Fiduciary Fundsm
 

Fiduciary funds are used to report assets held in a trustee or 
agent capacity for others and cannot be used to support the 
government’s own programs. 
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