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Office of the Brazos County Auditor

Brazos County Courthouse
200 East S. Texas Avenue — Suite 218
Bryan, Texas 77803
(979) 361-4350
Fax (979) 361-4188

Email: kconner@co.brazos.tx.us

March 7, 2014

The Honorable Board of District Judges
The Honorable Commissioners’ Court

Honorable Judges and Commissioners of Brazos County, Texas:

In compliance with Section 114.025 of the Texas Local Government Code, the Comprehensive
Annual Financial Report of Brazos County, Texas (the “County”) for the fiscal year ended
September 30, 2013, is hereby submitted.

This report consists of management’s representation concerning the finances of the County.
Consequently, management assumes full responsibility for the completeness and reliability of all
of the information presented in this report. To provide a reasonable basis for making these
representations, the County has established a comprehensive internal control framework that is
designed both to protect the County’s assets from loss, theft or misuse and to compile sufficient
reliable information for the preparation of the basic financial statements in conformity with
generally accepted accounting principles. Because the cost of internal controls should not
outweigh their benefits, the County’s comprehensive framework of internal controls has been
designed to provide reasonable rather than absolute assurance that the basic financial statements
will be free from material misstatement. The responsibility for internal controls is shared by
Commissioners” Court, which is the governing body, the County Auditor, who is appointed by the
District Judges, and the County Treasurer. We believe that the County’s internal accounting
controls adequately safeguard assets and provide reasonable assurance of proper recording of
financial transactions. We assert that, to the best of our knowledge and belief, this financial report
is complete and reliable in all material respects.

The County’s basic financial statements have been audited by Ingram, Wallis & Company, P.C., a
firm of licensed certified public accountants. The goal of the independent audit was to provide
reasonable assurance that the basic financial statements of the County for the fiscal year ended
September 30, 2013, are free of material misstatement. The independent audit involved
examining, on a test basis, evidence supporting the amounts and disclosures in the basic financial
statements, assessing the accounting principles used, and evaluating the overall financial statement
presentation. The independent auditors’ report is presented as the first component of the financial
section of this report.

The independent audit of the basic financial statements of Brazos County was part of a broader,
federally mandated “Single Audit” designed to meet the special needs of federal and state grantor
agencies. The standards governing Single Audit engagements require the independent auditor to
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report not only on the fair presentation of the basic 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 and state awards.
These reports are contained in the section titled “Independent Auditors’ Reports on Compliance
and on Internal Control over Financial Reporting”.

Generally accepted accounting principles require a narrative introduction, overview and analysis
to accompany the basic financial statements in the form of Management’s Discussion and
Analysis (MD&A). The introduction includes this transmittal letter, the County’s organizational
chart and a list of principal officials. This letter of transmittal is designed to complement MD&A
and should be read in conjunction with it. Brazos County’s MD&A can be found immediately
following the report of the independent auditors. The financial section also includes government-
wide financial statements, fund financial statements, notes to the basic financial statements,
required supplementary information and the combining and individual fund financial statements
and schedules in addition to the report of the independent auditors. The statistical section of this
report includes selected financial and demographic information, which is generally presented on a
multi-year basis.

PROFILE OF BRAZOS COUNTY

Geographic Information

Brazos County is located in East Central Texas, in an area bounded on all sides by large
metropolitan areas. Dallas-Ft. Worth is 180 miles to the north, Houston 95 miles to the southeast,
Austin 104 miles to the west, and San Antonio 166 miles to the southwest. There are two major
cities in the County that make up the business and cultural center, Bryan and College Station.
They have a combined population of approximately 170,000.

The County lies in what is often referred to as the “Post Oak Belt,” where fields, valleys and
rolling green hills have an abundance of trees including post oak, live oak, red oak, elm and
hickory. It comprises 588 square miles of rolling prairie and woodland with elevations that range
from 200 to 350 feet above sea level.

County Structure and Services

The County is a public corporation and a political subdivision of the State of Texas. The general
governing body of the County is the elected five-member Commissioners’ Court in accordance
with Article 5 Paragraph 18 of the Texas Constitution. Commissioners serve four-year staggered
terms, two members elected every two years. The County Judge is elected at large to serve a four-
year term.

The Commissioners’ Court sets the tax rates, establishes policies for County operations, approves
contracts for the County and develops and adopts the County budget within the resources as
estimated by the County Auditor. The Commissioners’ Court is also responsible for development
of policies and procedures, approving financial commitments and appointment of various
department heads. The management and leadership provided by members of the Commissioners’
Court and the elected and appointed officials of other key County offices is crucial to the success
of the County in financial management and growth.



The County Auditor has responsibilities for prescribing the systems and procedures for handling
the finances of the County and “examining, auditing and approving” all disbursements from
County funds prior to their submission to the Commissioners’ Court for approval.

The County provides a full range of services as authorized by the Constitution and Statutes of the
State of Texas. The primary functions include general government, justice system, law
enforcement, juvenile services, public transportation, public health, human services, and debt
service.

Budget Process

The annual budget serves as the foundation of the County’s planning and control. Budget
hearings are posted annually in July with the final budget approved by the Commissioners’ Court
following the hearings. After adoption of the budget by the Commissioners’ Court, the County
Auditor is responsible for ensuring expenditures are made in compliance with budgeted
appropriations. The final budget includes contingency and emergency reserves line items. Most
appropriated budgets are prepared by fund, function, department and classification. Capital
expenditures are approved on a line item basis. All budget transfers between departments must
follow special approval processes. Budget to actual comparisons are provided in this report for
each individual government fund for which an appropriated annual budget has been adopted.
Encumbrances are utilized to ensure effective budgetary control and accountability, and all
outstanding encumbrances lapse at fiscal year-end.

Primary Government and Related Organizations

The Governmental Accounting Standards Board defines the reporting entity as the primary
government and its component units. Brazos County is a primary governmental unit, and the
financial statements include all funds, agencies, boards, commissions and authorities for which the
elected officials of the County are financially accountable. The statements include all items that,
by the nature and significance of the relationship between the entity and the County, are such that
their exclusion from the financial reporting format would render the financial statements
misleading or incomplete.

The Brazos County Juvenile Services functions under the umbrella and control of the
Commissioners’ Court, for which the Commissioners’ Court has fiscal responsibility. It has an
independent board that provides operational control. This entity is not legally separate from the
County and is included in the operations and activities of the County’s General Fund. The
Commissioners” Court approves the operating budgets and the expenditures of this entity.
Operational funding is derived from state, federal, and local funds.

The Brazos County Health Facilities Development Corporation, the Brazos County Industrial
Development Corporation and the Brazos County Housing Finance Corporation are related
organizations to the County. These corporations were created by resolutions of the
Commissioners” Court to enable the various third party organizations the ability to issue tax-
exempt bonds to provide low cost funding to promote and improve the health and welfare of the
public. The tax-exempt bonds issued by these corporations do not constitute a debt or a pledge of
faith or credit of the corporation or the County, but are payable by the user pursuant to terms
defined in the loan agreement underlying each issue. Each corporation is governed by a Board of
Directors made up of members of the Commissioners’ Court. None of the corporations are
reported in the County’s financial statements.



The Brazos Valley Fair & Exposition is another related organization to the County. This 501(c)3
organization was established for educational, scientific and charitable purposes in 2010 and is
currently governed by a seven member Executive Committee which was appointed by the Brazos
County Commissioners’ Court.

FACTORS AFFECTING FINANCIAL CONDITION

The official census for 2010 established the population of the County at 194,851, which is up from
152,415 in 2000. The 28% increase is larger than the overall growth of Texas (21%) in the past
decade.

In September 2013, Brazos County had an unemployment rate of 5.2% compared to a Texas
statewide unemployment rate of 6.3% for the same month. The unemployment rate at September
2012 was 5.3 %. As of September 2013, the labor force figures for the County, as established by
the Texas Workforce Commission, are 101,521 of which 96,238 are currently employed. The
following schedule is an estimate of the number of employees and the corresponding percentage
per industry as of September 2013.

The employment base of the area by industry classification is as follows:

Number Of
Employer Group Employees Percentage
State, Local, Federal Government 33,700 34%
Trade, Transportation and Utilities 14,800 15%
Education and Health Services 10,600 10%
Leisure and Hospitality 13,100 13%
Natural Resources, Mining and Construction 7,000 7%
Professional and Business Services 6,600 7%
Manufacturing 5,700 6%
Financial Activities 3,600 4%
Other Services 3,400 3%
Information 1.300 1%
TOTAL 99,800 100%

Source: Texas Workforce Commission

Although the U. S. economy is recovering from the worst economic downturn since the Great
Depression, it has proved to be a slow process. According to the recent Employment Statistics
Highlights released by the Bureau of Labor Statistics of the United States Department of Labor,
while the private sector continues to generate employment, government keeps shedding jobs in
2013. Seven of Bryan-College Station’s 15 top employers are government agencies. From October
2012 to September 2013 the area has lost approximately 1,100 government jobs, meanwhile the
private sector added 5,300 jobs, reflecting the trend.

The Bryan-College Station area showed positive signs of growth in its real estate market in 2013
according to the Real Estate Center at Texas A&M University. Home sales in the area increased
23% for 2013 compared to 2012. The median home price increased 4.0%. Single-family building
permits decreased 5.0% in 2013, and multifamily permits decreased 18%.




The County’s assessed property valuation for tax year 2012 increased 3.1% compared to tax year
2011. Sales tax receipts for fiscal year 2013 increased 9.9% compared to fiscal year 2012. The
following charts show the changes in the two categories:

Brazos County Assessed Property Valuation
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Brazos County is the home of Texas A&M University, the seventh largest university in enrollment
in the United States. Opened in 1876 as Texas’ first public institution of higher learning, Texas
A&M University is the research-intensive flagship university with approximately 40,000
undergraduates and 10,000 graduate students studying in over 250 degree programs in 10 colleges.
The faculty and graduate students of Texas A&M University conduct more than $782 million in
research expenditures, which is ranked first in the State in research investment.

The University recorded in excess of 1.3 million visitors attending sporting events and other
campus activities for 2013. More than 1,200 public events are hosted through the University each
year. The permanent plant for the University is valued at more than $1 billion. Texas A&M
University System has about 21,000 employees. From an in-house study conducted by Texas
A&M’s Division of Finance, Texas A&M University and other members of the Texas A&M
University System based in Brazos County had an estimated $4.4 billion overall economic impact
on the local economy during 2013. The presence of Texas A&M has consistently provided
incentive for residential development and growth and offered the area some insulation from
adverse economic effects.

The University’s main campus is one of the largest in America, spanning 5,200 acres and has the
distinction of providing space for the George Bush Presidential Library Center and the George
Bush School of International Study. The Library provides a tremendous research center, and
hosted in excess of 143,000 visitors in 2013. This facility, along with the 324-acre University
Research Park, provides an attraction for both national and international visitors.

In addition to the four-year program Texas A&M offers, Blinn College offers a two-year program
at two locations: the main campus in Brenham and a branch location in Bryan. Both locations
offer various technical certificates and associates degrees in arts and sciences. The Bryan location
offers the same programs and degrees as the main campus, but also takes part in a joint
collaborative effort with Texas A&M University. About 12,800 students enrolled in Blinn’s
Bryan campus for the fall semester of 2013. Blinn’s Bryan campus adds $94.4 million into the
Brazos County economy each year according to a study conducted by Economic Modeling
Specialists, Inc.

Brazos County is a member of the Research Valley Partnership (the RVP,
www.researchvalley.org), a private, non-profit economic development corporation dedicated to
promoting the seven county area surrounding Brazos County and the cities of Bryan and College
Station. The RVP focuses its efforts on creating jobs and new investments primarily in the
industry sectors of technology transfer/research development, information technology, life
sciences and biotechnology, corporate and regional headquarters operation, value-added
agricultural processing, customer support, manufacturing and logistics.

One of the key factors in the progress of the RVP has been its ability to utilize and market the
large skilled workforce in the areas surrounding Texas A&M University which includes students,
faculty, researchers and technological innovators and entrepreneurs. The development of the
BioCorridor area has been a focus under the leadership of the Research Valley Partnership. A
unique vision has emerged for biotechnology, encompassing research, preclinical studies, clinical
studies and manufacturing all in one corridor. Many of the elements are already in place: the
Texas A&M Institute for Genomic Medicine, the Texas A&M Institute for Preclinical Studies, the
Texas A&M Health Science Center, the National Center for Therapeutic Manufacturing and
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Project GreenVax all have an established presence in this area. The momentum and vision for the
BioCorridor continues to grow.

Brazos County partnered with the City of Bryan to create the City of Bryan and Brazos County
Economic Development Foundation, Inc. In 2009, the Foundation purchased 191 acres of land.
The infrastructure improvements, including inland port development, have begun. The County is
looking forward to drawing quality businesses, encouraging and maintaining employment, and
expanding both entities’ tax base through Foundation activities. The industrial site is marketed as
the Texas Triangle Park, named for its excellent geographic location. It was designated a foreign
trade zone in 2013. A record big business, Axis Pipe and Tube started its construction on a state-
of-the-art steel mill plant at Texas Triangle Park in August 2013. In the short term the plant will
create at least 285 jobs with upwards of 500 indirect and direct positions within the next ten years.
Wages at the steel mill will average around $40,000 a year and the plant is expected to spur other
business including trucking, machine shops and coating services.

CAPITAL IMPROVEMENT PROGRAM

In 2013, the Commissioners’ Court of Brazos County continued the strategic planning program
concerning capital improvements and expansion that was begun in 1996. This program focuses on
meeting current and future needs of the County. During 2013, the County continued the
construction of County roads to connect major thoroughfares. The County upgraded and
reconstructed roads during the year at a cost of over $2.7 million dollars and expended
approximately $7.5 million dollars in maintaining the roads. The Commissioners’ Court has
continued to provide adequate funding so that the road and bridge improvement program to
upgrade and widen rural County roads could be continued. The program has been in place since
1996 and Commissioners’ Court appropriated a public transportation budget for fiscal year 2013
to include $9.6 million (includes personnel services, supplies and other charges, contingencies,
repairs and maintenance, minor acquisitions, contract services, and professional services) for
routine maintenance and $3.5 million for improvements and upgrades.

The remodeling of the inmate holding portion of the courthouse, which started in 2011, was
substantially completed in fiscal year 2013. The County spent $1.2 million on the inmate holding
area renovation during fiscal year 2013, and the estimated cost for the project in fiscal year 2014 is
about $0.3 million. The funding for the project came from the $4.0 million remaining of the
general obligation bonds issued in May 2008.

The County issued $9.7 million of certificates of obligation in October 2012 to fund the County
courthouse renovation project and the new tax office building construction. The courthouse
renovation project has at least five phases and is expected to be completed in 2015. The estimated
cost in 2014 is about $6.9 million. Once the renovation is finished, the courthouse building will
provide more courtroom spaces and house three district courts, two county courts, the County
Attorney’s Office, the District Attorney’s Office, the County Clerk’s Office and the District
Clerk’s Office. The construction of the new Tax Office building started in fiscal year 2011 and is
expected to be completed in 2014. The estimated cost for the building is $2.9 million.



FINANCIAL POLICIES AND LONG-TERM FINANCIAL PLANNING

The County has adopted an investment policy as required by state law and in conformity with state
investment statutes. The investment policy as adopted by the County employs the prudent person
concept in that priorities were established as to the investment vehicles the County would use.
Safety was established as the first priority, followed by liquidity, low risk and diversification. The
County Treasurer is responsible for administering all of the investment of idle funds in the
County. At September 30, 2013, the County had cash and cash equivalents of $67.7 million in
governmental and business-type activities, the majority of which was invested in the County’s
depository. For the last several years, the County’s depository has provided better interest rates
than comparable liquid investments. At September 30, 2013, the County also had $2.4 million
invested in a state wide investment pool. During the fiscal year, the County earned approximately
$420,000 interest.

Debt administration is monitored through the Debt Service Fund. The County has never defaulted
on the payment of principal or interest on its bonds or certificates of obligation. At September 30,
2013, the County had been assigned a bond rating of AA by Standard & Poor’s Rating Service. In
compliance with the requirements of the bond order and certificates of obligation agreements, the
County maintains separate accountability. The tax rate set each year is calculated to provide
sufficient funding to meet current year obligations. At September 30, 2013, the County has $6.1
million reserved in the Debt Service Fund to meet future obligations.

The County is responsible for establishing its tax rate. For the fiscal year ended September 30,
2013, the tax rate to finance general governmental services was $0.4071 per $100 valuation and
the tax rate for the payment of principal and interest on long-term debt was $0.0779 per $100 of
valuation. For the fiscal year ended September 30, 2014, the tax rate to finance general
government services is $0.4168 per $100 valuation and the tax rate for the payment of principal
and interest on long-term debt is $0.0707 per $100 of valuation.

In addition, the County also has the following financial policies:

e The Commissioners’ Court of the County shall review and formally adopt the annual
budget prepared by the Budget Officer.

e Expenditures are controlled to not exceed available resources. All elected officials and
department heads are required to keep expenditures within allocated budgets.

e Balanced financial operations will be maintained. Adequate internal accounting controls
are developed and maintained to safeguard assets and provide reasonable assurance of
proper recording of financial transactions.

e Technological solutions are used to improve operations.

e Provide an equitable justice system that is responsive to the needs of the County. The
County continues its effort on the replacement of the current judicial software. It has
provided funding for the project for years.

e Delivery of service to the constituents.

e Take advantage of the low market price on construction works to satisfy the County’s
needs on capital improvements and expansion.

e Restrain the debt issuance to keep the tax rate low.

e Maintain full disclosure and open lines of communications with the rating agencies and
seek to obtain a high debt rating with a stable outlook.



Significant budget initiatives in fiscal year 2013 included:

e The County continued the remodeling of the jail inmate holding portion of the courthouse
with the support from the remaining funds of the 2008 general obligation bonds.

e The County added seven full-time positions in various County departments, approved a 1%
merit pay allowance, and applied a 2% cost-of-living adjustment to all County employees.

e The County issued $14,640,000 Limited Tax Refunding Bonds, Series 2012 in October
2012 to redeem a portion of the County’s outstanding bonded debt.

e The County issued $9,700,000 Certificates of Obligation, Series 2012 in October 2012 to
fund the County courthouse renovation project and the new tax office building
construction.

CERTIFICATE OF ACHIEVEMENT

This report has been prepared following the guidelines recommended by the Government Finance
Officers Association (GFOA) of the United States and Canada. The GFOA awards a certificate of
achievement to those governments whose annual financial reports are judged to conform
substantially to high standards of public financial reporting, including generally accepted
accounting principles promulgated by the Governmental Accounting Standards Board. The
County has been awarded the Certificate of Achievement for its annual financial report since
1988. The report has historically presented the financial information of the County in an easily
readable and efficient manner. A Certificate of Achievement is valid for one year. This office
believes that the current year report continues to meet the program standards, and it will be
submitted to the GFOA to determine County eligibility for another certificate.

We wish to express our thanks to the Commissioners’ Court and the District Judges for their
support and interest in planning and conducting the financial affairs of the County in a responsible
and professional manner. This report could not have been completed in a timely manner without
the dedicated efforts of all County elected officials, Commissioners’ Court, the County Auditor’s
staff, and the independent auditors, Ingram, Wallis & Company, P. C.

Respectfully submitted,

G

Katie Conner
County Auditor
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

Honorable Duane Peters, County Judge
and the Honorable County Commissioners
of Brazos County, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of
Brazos County, Texas (the “County™), as of and for the year ended September 30, 2013, and the
related notes to the financial statements, which collectively comprise the County’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
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of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to prov1de a
basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the County, as of September 30,
2013, and the respective changes in financial position, and, where applicable, cash flows thereof
for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Emphasis of Matter

As described in NotelE to the financial statements, in fiscal year 2013, the County adopted new
accounting gu1dance GASB Statement No. 65, Items Previously Reported as Assets and
Liabilities. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, retirement system information, other post employment
benefits information infrastructure condition data, and budgetary comparison information on
pages 16 through 27 and 75 through 93 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the County’s basic financial statements. The introductory section,
combining and individual nonmajor fund financial statements, and statistical section, are
presented for purposes of additional analysis and are not a required part of the basic financial
statements. The schedule of expenditures of federal and state awards is presented for purposes of
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additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations, and the State of Texas Single Audit
Circular, issued by the Office of the Governor of the State, and is also not a required part of the
basic financial statements.

The combining and individual nonmajor fund financial statements and the schedule of
expenditures of federal and state awards are the responsibility of management and were derived
from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to
- prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the combining and individual nonmajor fund financial
statements and the schedule of expenditures of federal and state awards are fairly stated in all
material respects in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March
7, 2014, on our consideration of the County’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing; and not to
provide an opinion on internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in
considering the County’s internal control over financial reporting and compliance.

Bryan, Texas CW % [Ixﬂ’ , (\
March 7, 2014 A iy - L
arc 7, \ [W{Lm'\"; ) d‘/ 3 . mﬂ] )

/
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
For the Year Ending September 30, 2013

This section of the Brazos County comprehensive annual financial report presents management’s
discussion and analysis (“MD&A”) of the financial performance of the primary government
during the fiscal year ended September 30, 2013. Please read the MD&A in conjunction with the
transmittal letter at the front of this report and the County’s basic financial statements following
this section.

FINANCIAL HIGHLIGHTS

Government-Wide Financial Statements

e The total government-wide assets (and deferred outflows of resources) of the County
exceeded the liabilities (and deferred inflows of resources) by $151,908,530 at September 30,
2013, and are reported as the total net position of the primary government. This is
comparable to the total net position of $137,280,447 at September 30, 2012.

e The government-wide total net position increased $14,628,083 during the fiscal year ending
September 30, 2013. The net position from the governmental activities increased
$14,509,468 while the net position from business-type activities increased $118,615.

e Total net position of the primary government are comprised of the following:

Net Position by Category September 30, 2013 % to Total September 30, 2012 % to Total
Net Investment in Capital Assets $ 130,282,741 86% $ 116,880,026 85%
Restricted 19,544,730 13% 11,759,611 9%
Unrestricted 2,081,059 1% 8,640,810 6%
Total Net Position $ 151,908,530 100% $ 137,280,447 100%

Fund Financial Statements

e As of September 30, 2013, the County governmental funds reported combined fund balances
of $59,485,023. This reflects an increase of $13,080,391 from the previous fiscal year,
primarily due to the $9.7 million Certificates of Obligation, Series 2012 issued in October,
2012 and more tax revenue collected for the year. $31,664,348 or 53% of the combined fund
balances at September 30, 2013 is available to meet the County’s current and future needs
(unassigned fund balances).

e At the end of the fiscal year, the unassigned fund balance of the County’s General Fund was
$31,664,348 or 46% of the General Fund’s total expenditures and 42% of the revenues.

e The total fund balance for the nonmajor governmental funds was $9,087,862 at September
30, 2013. Of this amount, $975 is nonspendable (for prepaids), $3,147,370 is restricted by
the legislature, $374,653 is restricted by bond covenant, and $5,564,864 is assigned to
support various capital improvement projects of the County.
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OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the County’s basic
financial statements. The County’s basic financial statements are comprised of three
components: 1) government-wide financial statements, 2) fund financial statements and 3) notes
to the basic financial statements. Required supplementary information is included in addition to
the basic financial statements. The report also contains other supplementary information and
statistical data.

Government-Wide Financial Statements — These are designed to provide readers with a broad
overview of County finances, in a manner similar to a private-sector business. They include a
Statement of Net Position and a Statement of Activities. Both of these statements are presented
using the accrual method of accounting; therefore, revenues and expenses are taken into account
regardless of when cash is received or paid.

The statement of net position presents information on all County assets, liabilities, and deferred
inflows/outflows of resources, with the difference reported as net position. Over time, increases
or decreases in net position may serve as a useful indicator of whether the financial position of
the County is improving or deteriorating. However, other non-financial factors, such as changes
in the County’s property tax base and the condition of the County’s roads, should be considered
to assess the overall health of the County.

The statement of activities presents information showing how net position changed during the
most recent fiscal year. All changes in net position 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 reported in this statement may result in cash flows in future fiscal periods.

Both of these government-wide financial statements distinguish functions of the County that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or in part a portion of their costs through user fees
and charges (business-type activities). The governmental activities of the County include
general government, justice system, law enforcement, juvenile services, public transportation,
public health and human services. The business-type activities of the County include the
business-type of operation of the County Attorney and the Jail Commissary activities.

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

Governmental Funds 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 the
County’s near-term financing requirements.
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OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)

Because the focus of governmental funds is narrower than 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, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental funds balance sheet and the governmental funds
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 30 individual governmental funds. Information is presented separately in
the governmental funds balance sheet and in the governmental funds statement of revenues,
expenditures and changes in fund balances for the General, Debt Service, Grant, and CO 2012
funds, which are considered to be major funds. Data from other governmental funds are
combined into a single, aggregated presentation. Individual fund data for each of these nonmajor
governmental funds is provided in the form of combining schedules elsewhere in this report.

Proprietary Funds are maintained two ways. An enterprise fund is 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 the county attorney administration of the returned
check activities and the jail commissary activities. Internal service funds are an accounting
device used to accumulate and allocate costs internally among the County’s various functions.
The County uses internal service funds to account for its administration of the County’s self-
insurance programs for health services. Because these services predominantly benefit
governmental rather than business-type functions, they have been included within governmental
activities in the government-wide financial statements.

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 statements
because the resources of those funds are not available to support the County’s own programs.
The County’s only fiduciary funds are agency funds. Agency funds are purely custodial (assets
equal liabilities) and thus do not involve measurement of results of operations.

Notes to the Basic Financial Statements provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial statements.
The notes can be found on pages 42-74 of this report.

Required Supplementary Information is presented concerning the budgetary schedules of the
County’s General Fund and Grant Fund. The schedules, which include the original and final
amended budget and actual figures, have been provided to demonstrate compliance with this
budget. Also presented in this section are the Schedule of Funding Progress for Other Post
Employment Benefits and the Schedule of Funding Progress for Texas County and District
Retirement System. The condition assessment information for county roads and bridges can also
be found in this section. Required supplementary information can be found on pages 75-93 of
this report.

Combining and Individual Fund Schedules provide information for nonmajor governmental
funds, internal service funds and agency funds and are presented immediately following the
required supplementary information. The combining/individual fund statements and schedules
including budgetary comparison can be found on pages 94-143 of this report.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as useful indicators of a government’s
financial position. The total net position of the County was $151,908,530 for fiscal year 2013
and $137,280,447 for fiscal year 2012.

Condensed Statement of Net Position
September 30, 2013

Primary Government

Governmental Business-Type
Activities Activities Total

Current and other assets $ 79,402,032 $ 503,118 79,905,150
Capital assets, net 217,157,684 41,774 217,199,458

Total assets 296,559,716 544,892 297,104,608
Deferred outflows of resources 905,415 - 905,415

Total deferred outflows of resources 905,415 - 905,415
Current and other liabilities 13,025,039 26,688 13,051,727
Long-term liabilities 133,049,766 - 133,049,766

Total liabilities 146,074,805 26,688 146,101,493
Net position:
Net investment in capital assets 130,240,967 41,774 130,282,741
Restricted 19,544,730 - 19,544,730
Unrestricted 1,604,629 476,430 2,081,059

Total net position $ 151,390,326 $ 518,204 151,908,530

Condensed Statement of Net Position
September 30, 2012
Primary Government
Governmental Business-Type
Activities Activities Total

Current and other assets $ 62,529,269 $ 357,768 62,887,037
Capital assets, net 206,288,117 53,093 206,341,210

Total assets 268,817,386 410,861 269,228,247
Current and other liabilities 11,370,865 11,272 11,382,137
Long-term liabilities 120,565,663 - 120,565,663

Total liabilities 131,936,528 11,272 131,947,800
Net position:
Net investment in capital assets 116,826,933 53,093 116,880,026
Restricted 11,759,611 - 11,759,611
Unrestricted 8,294,314 346,496 8,640,810

Total net position $ 136,880,858 $ 399,589 137,280,447
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)

The largest portion of the County’s current fiscal year net position (86%) reflects its investment
of $130,282,741 in capital assets (e.g., land, buildings, equipment, and infrastructure, net of
accumulated depreciation), less any related outstanding debt used to acquire those assets. 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 themselves cannot be liquidated for these
liabilities.

The restricted net position of $19,544,730 (13%) represents resources that are subject to external
restrictions on how they may be used. The remaining balance of the unrestricted net position,
$2,081,059 (1%) may be used to meet the government’s ongoing obligations to citizens and
creditors. At the end of the current fiscal year, the County was able to report positive balances in
all three categories of net position for its governmental and business-type activities. The same
situation held true for the prior fiscal year. The County’s net position increased by $14,628,083
as a result of fiscal year 2013 operations. It is primarily attributable to developer contributions,
the increase in property tax collection and reduced spending.

The following table indicates changes in net assets for governmental and business-type activities:

Condensed Statement of Activities
For the Year Ended September 30, 2013

Governmental Business-Type
Activities Activities Total
Revenues:
Program revenues:
Charges for services $ 15,365,681 $ 695,534 $ 16,061,215
Operating grants and contributions 2,735,111 - 2,735,111
Capital grants and contributions 7,124,595 - 7,124,595
General revenues:
Property taxes 57,572,056 - 57,572,056
Sales taxes 13,230,652 - 13,230,652
Motor vehicle taxes 1,409,741 - 1,409,741
Mixed drink taxes 534,150 - 534,150
Hotel occupancy taxes 1,527,027 - 1,527,027
Unrestricted investment earnings 414,701 1,228 415,929
Total revenues 99,913,714 696,762 100,610,476
Expenses:
General Government 21,362,907 - 21,362,907
Justice System 18,083,021 19,401 18,102,422
Law Enforcement 21,880,880 558,746 22,439,626
Juvenile Services 5,978,536 - 5,978,536
Public Transportation 6,457,965 - 6,457,965
Public Health 1,798,582 - 1,798,582
Human Services 5,523,897 - 5,523,897
Interest and Other Fees 4,318,458 - 4,318,458
Total expenses 85,404,246 578,147 85,982,393
Change in net position 14,509,468 118,615 14,628,083
Net position - beginning, as restated 136,880,858 399,589 137,280,447
Net position - ending $ 151,390,326 $ 518,204 $ 151,908,530
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)

Condensed Statement of Activities
For the Year Ended September 30, 2012

Governmental Business-Type
Activities Activities Total
Revenues:
Program revenues:
Charges for services $ 13,725,899 $ 522,626 $ 14,248,525
Operating grants and contributions 2,619,178 - 2,619,178
Capital grants and contributions 7,400,033 - 7,400,033
General revenues:
Property taxes 55,591,539 - 55,591,539
Sales taxes 12,039,620 - 12,039,620
Motor vehicle taxes 1,290,727 - 1,290,727
Mixed drink taxes 460,710 - 460,710
Hotel occupancy taxes 1,172,567 - 1,172,567
Unrestricted investment earnings 248,822 940 249,762
Total revenues 94,549,095 523,566 95,072,661
Expenses:
General Government 18,247,125 - 18,247,125
Justice System 17,146,680 36,515 17,183,195
Law Enforcement 21,030,239 480,762 21,511,001
Juvenile Services 5,795,413 - 5,795,413
Public Transportation 7,955,778 - 7,955,778
Public Health 2,124,420 - 2,124,420
Human Services 5,858,924 - 5,858,924
Interest and Other Fees 5,008,271 - 5,008,271
Total expenses 83,166,850 517,277 83,684,127
Change in net position 11,382,245 6,289 11,388,534
Net position - beginning 125,498,613 393,300 125,891,913
Net position - ending $ 136,880,858 $ 399,589 $ 137,280,447

Revenue Analysis

For fiscal year ended September 30, 2013, revenues for the primary government totaled
$100,610,476. The revenues are categorized by activity type: governmental activities totaled
$99,913,714 and business-type activities totaled $696,762.

Program revenues are derived from the program itself and thereby reduce the cost of the function
to the County. Total program revenues were $25,920,921 and 26% of total revenues. Of that
$25,225,387 is from governmental activities, which represents the fees collected by the tax
collector, the clerks of the courts and other departments. The business-type charges for services
were $695,534, which represents primarily commissary sales to the inmates held in County jails.
The largest portion of program revenues is charges for services of $16,061,215 (16% of the total
revenues).  The other portions of program revenues are operating grants and contributions of
$2,735,111 and $7,124,595 capital contributions from various federal, state and local agencies,
which in total are 10% of the total revenues.

General revenues are revenues that cannot be assigned to a specific function. Property taxes of
$57,572,056 were the largest revenue source for governmental activities and 57% of total
revenues. Besides the property taxes, the general revenues also consist of sales taxes, motor
vehicle taxes, mixed drink taxes, hotel occupancy taxes and investment earnings, which in total
are $17,117,499 or 17% of the total revenues.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)

Revenue Analysis (Continued)

Year Ended Year Ended
September 30, 2013 September 30, 2012

Program Revenues

Charges for services - governmental $ 15,365,681 15.3% $ 13,725,899 14.4%
Charges for services - business-type 695,534 0.7% 522,626 0.5%
Operating grants and contributions 2,735,111 2.7% 2,619,178 2.8%
Capital grants and contributions 7,124,595 7.1% 7,400,033 7.8%
General Revenues

Property taxes 57,572,056 57.2% 55,591,539 58.5%
Sales taxes 13,230,652 13.2% 12,039,620 12.7%
Motor vehicle taxes 1,409,741 1.4% 1,290,727 1.3%
Mixed drink taxes 534,150 0.5% 460,710 0.5%
Hotel occupancy taxes 1,527,027 1.5% 1,172,567 1.2%
Unrestricted investment earnings 415,929 0.4% 249,762 0.3%
Total Revenues $ 100,610,476  100.0% $ 95,072,661  100.0%

In fiscal year 2013, the County’s revenues increased by $5.5 million, or 5.8 percent as a result of
a higher collection in charges for services, property tax, and sales tax. The property tax revenue
for fiscal year 2013 increased $2.0 million from fiscal year 2012 in correlation to the increase in
the County’s taxable assessed property values. The sales tax increased by $1.2 million and the
collections on charges for services increased by $1.8 million from the previous year.

Expense Analysis

For the year ended September 30, 2013, the function and program expenses for the primary
government were $85,404,246 for the governmental activities and $578,147 for the business-type
activities. A comparative overview of expenses for the County’s primary government for the
current and previous year is as follows:

Year Ended Year Ended
September 30, 2013 September 30, 2012

Function

General Government $21,362,907 25.0% $18,247,125 21.9%
Justice System 18,083,021 21.2% 17,146,680 20.6%
Law Enforcement 21,880,880 25.6% 21,030,239 25.3%
Juvenile Services 5,978,536 7.0% 5,795,413 7.0%
Public Transportation 6,457,965 7.5% 7,955,778 9.6%
Public Health 1,798,582 2.1% 2,124,420 2.6%
Human Services 5,523,897 6.5% 5,858,924 7.0%
Interest and Other Fees 4,318,458 5.1% 5,008,271 6.0%
Total Governmental Activities $85,404,246  10