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PATTILLO, BROWN & HILL, LLP.

CERTIFIEDR PURLIC ACCOUNTAMTS B pUshES: SAMNEULTAMTS

December 17, 2009

Hamilten County, Texas

Attentiont County Judge Randy Mills
102 North Rice

Hamilton, TX. 76531

Ladies and Gentlemen:

We are pleased to confirm our understanding of the services we are to provide Hanilton
County for the year ended September 30, 2009, We will audit the financial statements of the
povernmental activities, cach major fund, and the apgregate remaining fond information, which
collectively comprise the basic financial statements, of Hamiiton County as of and for the year ended
September 30, 2009, Accounting standards generally aceepted in the United States provide for cortain
required supplementary information (RSI), such as management’s discussion and analysis (MD&A),
to accompany Hamilton County’s basic financial statements. As part of our engagement, we will
apply certain limited procedures to Hamilton County’s RSL These limited procedures will consist
principally of inquiries of management regarding the methods of measurement and presentation,
which management is responsible for affirming to us in its representation letter. Unless we encounter
problems with the presentation of the RSI or with procedures relafing to it, we will disclaim an
opinion on it. The following RS is required by generally accepted accounting prineiples and will he
subjected to certain limited procedures, but will not be andited:

1) Management's Discussion and Analysis.
2)  General Fund Budgetary Comparison Schedule.

Supplementary information other than RS{ also accompanies Hamilton County's basic
financial statements. We will subject the following supplementary information to the auditing
procedures applied in our audit of the basic financial statements and will provide an opinion on it in
relation to the basic financial statements:

1) Schednle of expenditures of federal awards,

2y Combining and individual non-major fund financial statements.
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Audit Ohjectives

The ohjective of our audit is the expression of opinions as to whether your basic financial
statements are fairly presented, in all material respects, in conformity with 11,3, generally accepted
accounting principles and to report on the fairess of the additional information referred to in the first
paragraph when considered in rclation te the basic financial statements taken as a whole. The

objective alse includes reporting on—

. Internal conirol related fo the financial statements and compliance with laws,
regulations, and fhe provisions of contracts or grant agreemenis, noncompiiance with
which could have a material cficel on the financial statements in accordance with
Govermment Auditing Standards.

. Internal control related to major programs and an opinion (or disclaimer of opinion) on
compliance with laws, regulations, and the provisions of contracts or grant agreements
that could have a direct and material effect on cach major program in accordance with
the Single Audit Act Amendments of 1996 and OMB Circular A-133, Audits of States,
Looal Governments, and Non-Frofit Organizations.

The reports on internal contrl and compliance will each inchude a statement that the report is
intended solcly for the information and unse of management, the body or individuals charged with
governance, othors within the entity specific legislative or regulatory bodies, federal awarding
agencies, and if applicable, pass-through entities and 5 not intended {o be and should not be used by
anyone other than these specified parties.

Qur gudil will be conducted in accordance with auditing standards generally accepted in the
United States of America; the standards for financial audits contained in Govermment Auditing
Standards, issucd by the Comptroller General of the United States; the Single Audit Act Amendments
of 1996; and the provisiens of OMB Circular A-133, and will include tests of accounting records, a
detenmination of major program(s} in aceordance with OMB Circular A-133, and other procedures we
congider necessary to enable us to express such opinions and to render the required reports. If our
opiniong on the financial statements or the Single Audit compliance opinions are other than
unqualified, we will fully discuss the reasons with you in advance. If, for any reason, we arc unable to
compiete the audit or are unable to form or have nol formed opinions, we may decline to express
opinions or to issue A report as a result of this engagement.

Management Respomsibilittes

Management is responsible for the basic financial statements and all accompanying
information as well as all representations contained therein. Management is also responsible for
preparation of the schedule of expenditures of federal awards in accordance with the requirements of
OMB Circular A-133. As part of the audil, we will assist with preparalion of your financial
statements, schedule of expenditures of federal awards, and related notes, You are respongible for
making all management decisions and performing all management functions relating to the finaneial
statements, schedule of expenditurcs of federal awards, and related notes and for accepting full
responsibility for such decisions. You will be required to acknowledge n the management
representation letter our assistance with preparation of the financial statements and the schedule of
expenditures of federal awards and that you have reviewed and approved the financial statements,
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schedule of expenditures of federal awards, and related notes prior fo their issuance and have
accepted responsibility for them. Further, you are required (o designale an individual with suitable
skill, knowledge, ar experience to oversee any nonaudit services we provide and for evaluating the
adequacy and results of those services and accepting responsibility for them.

Management is responsible for establishing and maintaining effective internal controls,
including internal controls over compliance, and for monitaring ongoing activities, to help ensure that
appropriate goals and objectives are met. You arc also respongible for the selection and application of
geconmnting principles; for the fair presentation in the finaneial statements of the respective financial
position of the governmental activities, each major find, and the aggrepate remaining fund
information of Hamilton County and the respective changes in financiai position in conformity with
1J.S. generally accepted accounting prineiples; and for compliance with applicable laws and
regulations and the provisions of contracts and grant agreements.

Management is alao responsible for making all financial records and related information
available to us and for ensuring that management and financial information s reliable and properly
recorded. Your responsibilities also include, including identifying sipnificant vendor relationships in
which the vendor haa responsibility for program compliance and for the accuracy and completeness of
that information. Your respongibilities include adjusting the financial statemcnts to correct material
nrisstatements and confirming to us in the representatiom letter that the cifects of ARy uncorrected
isstatements aggregated by us during the eurrent engagement and pertaining to the latest period
presented are immaterial, both individually and in the aggregate, to the financial statements taken ag a

whole.

You are responsible for the design and implementation of programs and controls to prevent
and deteet fraud, and for inferming us abeut ail known ot suspected frand or illegal acts affecting the
government invoiving (1) management, (2) employees who have significant rolcs in intemal control,
and {3) others where the fraud or fllepal acts could have a material effect on the financial statements,
Your responsibilities include informing us of your knowledge of any allegations of fraud or suspected
frand affecting the government received in communications from cmployees, former employecs,
grantors, regulators, or others. Tn addition, you are responsible for identifying and ensuring that (he
entity complies with applicable laws, regulations, contracts, agreements, and prants. Additionally, as
required by OMB Circalar A-133, it is managemeni’s responsibility to follow up and take corrective
action on teported audit findings and to prepare a summary schedule of priot audit findings and a
corrective action plai.

Management is responsible for establishing and maintaining a process for tracking the status
of aundit findings and recommendations, Management is also respensible for dentifying for us
previous financial audits, attestation cngagements, performance audits, or other studies related to the
abjectives discussed in the Audit Qbjectives section of this letter. This responsibility ineludes
relaying to us corrective actions laken to address significant findings and recommendations resulting
from thc{sa: audits, attestation engagements, performance audits, or studics. You are also responsible
for providing management’s views on our current findings, conclusiong, and recommendations, as
well as your planned corrective actions, for the report, and for the timing and formal for providing
that informatien,
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Audit Procedures—General

An audit includes examining, on a test hasis, evidence supparting the amounts and disciosures
in the financial statements; thercfore, cur audit will invelve judgment ghont the number of
transactions to be examined and the arcas to be tested. We will plan and perforin the audit te obtain
reasonahle rather than absolute assurance about whether the financial statements are free of material
misstatement, whether from (1) errors, (2) fraudulent financial repotting, (3} misappropriation of
assets, or (4} violations of laws or governmenial regulations that are atiributable (o the entity or to
acts by management or employees acting on hehalf of the entity, Because the determinetion of abusc
is subjective, Government Auditing Standards do not expect auditors to provide reasonable agsurance

of detecting abuse.

Because an qudit is designed to provide reasonable, but not absolute assurance and becauge
we will not perform a detailed examination of afl transactions, there is a risk that material
misslatements ot noncompliance may exist and not be detected by us, In addition, an audit i3 not
designed to detect immaterial misstatements or violations of laws or povernmental tegulations that do
not have a direct and material effect on the financial statements or major programs. However, we will
inform you of any material crrors and any fravdulent finansial reporting or misappropriation of assets
that come to our atiention. We will also inform you of any viclations of laws or governmental
regulations (hat come to our attention, unless clearly inconsequential, We will include such madters in
the reports required for a Single Audit. Our responsibility as auditors is limited to the period covered
by our audit and daes not extend to any later periods for which we are not engaged ag mditors.

Our procedures will include tests of documentary evidence supporting the transactions
recorded in the accounts, and may inclnde tests of the phywieal existence of inveittorics, and direct
confirmation of receivables and certain other assets and liabilities by correspondence with sclected
individuals, funding sources, creditors, and financial institutions, We will request wrilten
representations from your attorneys as pait of the cngagement, and they may bill you for reaponding
to flis inquiry. At the conclusion of our audit, we will require certain written representations from
yon ahout the financial statements and refated matters,

Audit Proecdures—Internal Controls

Our audit will include obtaining an understanding of the entily and its enviremiment, including
intcrnal control, sufficient to assess the risks of maicrial misstatement of the financial statemenis and
to design the naturc, Hming, and cxtent of further audit proccdures. Tests of controls may he
performed to test the effectivencss of cerfain controis that we consider relevant to preventing and
detecting errors and fraud that are material to the financial statements and to preventing and detecting
misslatements resulting from illegal acts and other noncompliance matters that have a direct and
material effect on the financial siatements. Our tests, if perfotmed, will be less in scope than would be
necessary to render an opinion on internal confrol and, accordingly, no opinfon will be expressed in
our repott on internal control issued pursuant to Goverranent Auditing Standards.

As required by OMB Circular A-133, we will perform tests of controls over comipliance to
evaluate the effectivencss of the design and operation of controls that we consider relevant to
preventing or detecting material noncompliance with compliance requirements applicable to each
major federal award program. However, our tests will be less in scope than would be necessary to
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render an opinion on those controls and, accordingly, no opinion will be expressed in our report on
internal contral 1ssued pursuant to OMB Circular A-133.

An audit is not designed to provide assurance on intetnal conteol ot to identify significant
deficiencies. However, during the sudit, we wili coimmunicate to management and thoge charged with
governance internal control relafed imatiers that are required to be commumicated under AICPA
professional standacds, Government Auditing Standards, and OMB Circular A-133,

Audit Procedures—Compliance

As part of oblaining reasonable assurance about whether the financial statements are free of
material misstatement, we will perform tests of Hamilton County’s compliance with applicable laws
and regulations and thc provisions of contracts and agreements, including grant agreements.
However, tlie objective of those procedures will not bg o provide an opinion on overall compliance
and we will not express such an opinion in our report on compliance issued pursuant to Governmernt
Auditing Standards.

OMB Circniar A-133 requircs that we also plan and perform the oudit to obtzin rcasonabie
assurance about whether the auditec has complied with applicable laws and regulations and the
provisions of contracts and grant agreements applicable to major programs, Our procedures will
comaigt of tests of transaclions and other applicable procedures described in the OMRB Cirenlar 4-133
Compliance Supplement Tor the types of complianes requirements that could have a dircet and
material cffect on each of Hamilton County’s major programs. The purpose of thesc procedurcs will
he to express an opinion on Hamilton Counly’s campliance with requirements applicable to each of
its major programs in our reporl on compliance issued pursuant to OMB Circular A-133,

Engagement Administration, Fees, and Other

We understand that your cmployees will prepare all cash, accounts receivable, or other
confirmations we request and will locate any docuinents selected by us for testing. We arc scheduled
ko begin cur audit fieldwork on April 19, 2010, We are alse scheduled to present the final report at
the Commissioners court mecting on May 24, 2010

Al the conclusion of the engagernent, we will complete the appropriate sections of the Data
Collection Form that summarizes our audit findings. It is management’s responsibility to submit the
reporting package (including financial statements, schedule of expenditures of federal awards,
summary schedule of prior audit findings, auditors” reports, and corrective action plan) along with the
Data Collection Form to the federal audit clearinghonse, We will coordinate with you the electronic
submission and certification. If applicable, we will provide copics of our report for you to include
with the reporting package you will submit to pass-through entities. The Data Collection Form and
the reporting package must be submitted within {he emlicr of 30 days after receipt of the suditors’
repoits or iine months after (he end of the audit period, unless a longer perfod is agreed to in advance
by the cogrizant or oversight ageney far audits.
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RESPONSE:
Thiz letter correctly sets forth the understanding of Hamilton County, Texas.
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