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Required Communications 
 
 
To the Audit Committee of 
the Commissioners’ Court 
Potter County, Texas: 
 
We have audited the financial statements of the governmental activities, each major fund, and the aggregate 
remaining fund information of Potter County, Texas for the year ended September 30, 2010 and have issued our 
report thereon dated March 16, 2011.  Professional standards require that we provide you with the following 
information related to our audit: 
 

Area Comments 
  
Auditors’ Responsibilities Under 
United States Generally Accepted 
Auditing Standards  
 
In order for those charged with 
governance to understand the nature of 
assurance provided by an audit, the 
auditor should communicate their 
responsibilities under United States 
Generally Accepted Auditing Standards. 
 

 
 
 
 
Professional standards require that we provide you with information about 
our responsibilities under generally accepted auditing standards, 
Government Auditing Standards and OMB Circular A-133, as well as 
certain information related to the planned scope and timing of our audit.  
We have communicated such information in our letter to you dated 
September 8, 2010.  As stated in our engagement letter our responsibility, 
as described by professional standards, is to express an opinion about 
whether the financial statements prepared by management with your 
oversight are fairly presented, in all material respects, in conformity with 
U.S. generally accepted accounting principles.  Our audit of the financial 
statements does not relieve you or management of your responsibilities. 
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Area Comments 

  
Significant Audit Findings 
  
Qualitative Aspects of Accounting 
Practices 
 
Management is responsible for the 
selection and use of appropriate 
accounting policies.  In accordance with 
the terms of our engagement contract, we 
will advise management about the 
appropriateness of accounting policies 
and their application. 
 

 
 
 
The significant accounting policies used by the County are described in 
the notes to the financial statements.  As part of our audit, we reviewed 
the accounting policies followed by management in preparing the 
financial statements and we believe the accounting policies of the 
County are consistent with industry practice.  
 
No new accounting policies of significance were adopted and the 
application of existing policies was not changed during 2010.  We noted 
no transactions entered into by the County during the year for which 
there is a lack of authoritative guidance or consensus.  In addition, we 
noted no significant transactions that have been recognized in the 
financial statements in a different period than when the transaction 
occurred. 
 

  
Accounting estimates are an integral part 
of the financial statements that require 
management’s judgments based on 
knowledge and experience about past and 
current events and assumptions about 
future events.  Certain accounting 
estimates are particularly sensitive due to 
their significance to the financial 
statements and the possibility that future 
events affecting them may differ 
significantly from management’s 
expectations.   
 

The most sensitive estimates affecting the financial statements were: 
 
 We believe that the estimates of future useful lives of fixed assets 

and the allowance for uncollectible taxes and fines receivable are 
particularly sensitive accounting estimates.  Management’s estimates 
are based on knowledge and experience about past and current 
events and assumptions about future events.  We evaluated the key 
factors and assumptions used to develop the estimated useful lives of 
fixed assets and the allowance for uncollectible taxes and fines 
receivable in determining that they are reasonable in relation to the 
financial statements taken as a whole. 
 

 The allocation of depreciation expense to various functions is also 
another sensitive accounting estimate. We evaluated the key factors 
and assumptions used to develop the estimated useful lives of capital 
assets and the allocation of depreciation expense to various functions 
in determining that they are reasonable in relation to the financial 
statements taken as a whole. 
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Area Comments 

  
Significant Audit Findings – continued 
 
Qualitative Aspects of Accounting 
Practices - continued 

 

  
The disclosures in the financial 
statements are neutral, consistent, and 
clear.  Certain financial statement 
disclosures are particularly sensitive 
because of their significance to the 
financial statement users.   

The most sensitive disclosures affecting the financial statements were: 
 
 Annual Pension Cost for the Retirement Plan – The information for 

this disclosure is provided by the TCDRS.  The amounts are based 
on actuarial estimates provided by a third party. 
 

 Annual OPEB – The information for this disclosure is provided by a 
third party actuary.  The amounts are based on actuarial estimates. 
 

  

Disagreements with Management  
 
For purposes of this letter, professional 
standards define a disagreement with 
management as a financial accounting, 
reporting, or auditing matter, whether or 
not resolved to our satisfaction, that 
could be significant to the financial 
statements or the auditors’ report.  

 
 
We are pleased to report that no such disagreements arose during the 
course of our audit. 
 

  
Difficulties Encountered in 
Performing the Audit 
 
The auditor should inform those charged 
with governance of any difficulties 
encountered in relation to the 
performance and completion of the audit. 

 
 
 
We encountered no difficulties in performing and completing our audit.  
Management did a commendable job in preparing for the audit. They 
prepared the requested schedules and documents in a timely manner and 
were available for questions at all times.   
 
 

  

Other Information in Documents 
Containing Audited Financial 
Statements 
 
The auditor has a responsibility with 
respect to information in a document 
prepared by the County that contains the 
audited financial statements. 

 
 
 
 
We are not aware of any document prepared by the County that will 
incorporate the audited financial statements.   
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Area Comments 
  

Management Representations 
 
The auditor is required to inform those 
charged with governance that certain 
representations are being requested from 
management in connection with the 
audit.  
 
 

 
 
We have requested certain representations from management that are 
included in the management representation letter dated March 16, 2011. 

Planned Scope and Timing of the 
Audit 
 
It is the auditor’s sole responsibility to 
determine the overall audit strategy and 
the audit plan, including the nature, 
timing, and extent of procedures 
necessary to obtain sufficient appropriate 
audit evidence. However, communication 
with those charged with governance may 
assist in understanding better the 
consequences of the auditor’s work for 
their oversight activities.  
 
 

 
 
 
We performed the audit according to the planned scope and timing 
previously communicated to you in our letter dated September 8, 2010. 

Consultation with Other Accountants 
 
In some cases, management may decide 
to consult with other accountants about 
auditing and accounting matters.  If a 
consultation involves application of an 
accounting principle to the County’s 
financial statements or a determination of 
the type of auditor’s opinion that may be 
expressed on those statements, our 
professional standards require the 
consulting accountant to check with us to 
determine that the consultant has all the 
relevant facts. 
 
 

 
 
To our knowledge, there were no such consultations with other 
accountants. 

Other Audit Findings or Issues  
 
The auditor is required to inform those 
charged with governance of any major 
issues, including any discussions 
regarding the application of accounting 
principles or auditing standards that were 
discussed with management in 
connection with the initial or recurring 
retention of the auditor. 

 
 
There were no such matters discussed with management prior to our initial 
or recurring retention as the County’s auditors. 
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Area Comments 
  
Audit Adjustments 
 
Professional standards require us to 
accumulate all known and likely 
misstatements identified during the audit, 
other than those that are trivial, and 
communicate them to the appropriate 
level of management.  

 
 
Appendix A, Summary of Audit Adjustments, summarizes adjustments 
necessary to reflect financial statements in accordance with generally 
accepted accounting principles. 
 
Appendix B, Summary of Proposed but Unrecorded Journal Entries, 
summarizes uncorrected misstatements of the financial statements.  
Management has determined that their effects are immaterial, both 
individually and in the aggregate, to the financial statements taken as a 
whole. 
 
 

  
 
This information is intended solely for the use of the Commissioners’ Court and management of Potter County, 
Texas and is not intended to be, and should not be, used by anyone other than these specified parties. 
 
If you have any questions regarding the above, please do not hesitate to call. 
 
Sincerely, 
 
 
 
 
Davis Kinard & Co, PC 
Certified Public Accountants 
Abilene, Texas 
March 16, 2011 
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POTTER COUNTY, TEXAS 
2010 Audit Reporting Package 

Appendix A 
 
 
We adjusted the Government Wide Financial Statements for routine entries related to fixed assets and long term 
debt that are normally adjusted after the preparation of the fund financial statements.  Additionally, we made 
adjustments that were considered immaterial and various reclassifications. 
 
The following are the adjusting journal entries from the audit of the financial statements of Potter County, Texas 
as of September 30, 2010 and for the year then ended that were considered material: 
 

Increase (Decrease)
Num. Accounts / Description Dr Cr in Fund Balance

1 To properly record taxes receivable, allowance for
uncollectible taxes and deferred revenue.

110.0000.12400 Delinquent Taxes Receivable 103,185        9,047                
110.0000.12410 Res. Delinquent Taxes Receivable 54,884          
330.0000.12400 Delinquent Taxes Receivable 1,393            
340.0000.12400 Delinquent Taxes Receivable 4,215            
110.0000.23000 Unearned Revenue 39,743          
110.1300.51110 Current Property Tax 8,558            
330.0000.12410 Res. Delinquent Taxes Receivable 749               
330.0000.23000 Unearned Revenue 539               
330.1150.51110 Current Property Tax 105               
340.0000.12410 Res. Delinquent Taxes Receivable 2,216            
340.0000.23000 Unearned Revenue 1,615            
340.1150.51110 Current Property Tax 384               

2 To accrue for construction work performed prior to year end

410.1405.70650 Construction, Remodeling & Repairs 779,201        (779,201)          
410.0000.21000 Accounts Payable 779,201        

3 To adjust fees and fines receivable, related allowance and deferred revenue

110.0000.12160 Accounts Receivable - Depts 3,377,373     -                       
110.0000.12170 Allowance for Doubtful Accounts 3,279,123     
110.0000.23051 Deferred Revenue - Fines 98,250          

4 To adjust self-insurance reserve and receivable for final stop-loss payment

600.1150.79600 Cobra Claims 60,457          (939)                 
600.0000.22300 Accounts Payable 60,457          
600.0000.12150 Accounts Receivable 59,518          
600.1150.55531 Insurance Recoveries 59,518          

5 To accrue grant receivable for reimbursement of expenditures made prior to year end

410.0000.12020 Due from Other Governments 271,588        271,588            
410.1405.53329 Grants - Misc 271,588        
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POTTER COUNTY, TEXAS 
2010 Audit Reporting Package 

Appendix B 
 
 
 
There were no proposed but unrecorded journal entries noted during the audit of the financial statements of Potter 
County, Texas as of September 30, 2010 and for the year then ended: 
 
 
 
 

 
 
 

 


