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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: Auditor@co.brazos.tx.us

March 13, 2012

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, 2011, 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, 2011, 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.

: / . . o
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, Blended Component Unit, 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.

Brazos County Housing Finance Corporation has been established by the County under the Texas
Housing Finance Corporations Act (Chapter 394, Texas Local Government Code). It is a legally
separate entity that shares “substantively the same governing body” with the County. Through this
corporation, eligible applicants are furnished financial assistance through the sale of tax-free
bonds or mortgage credit certificates. In accordance with GASB Statement No. 14, as amended by
GASB Statement No. 39, the Brazos County Housing Finance Corporation is presented as a
blended component unit of the County and reported as a special revenue fund in the County’s
financial statements.



The Brazos County Health Facilities Development Corporation and the Brazos County Industrial
Development 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. Neither
of the corporations is reported in the County’s financial statements.

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 2011, Brazos County had an unemployment rate of 6.4% compared to a Texas
statewide unemployment rate of 8.4% for the same month. The unemployment rate at September
2010 was 5.7%. As of September 2011, the labor force figures for the County, as established by
the Texas Workforce Commission, are 100,882 of which 94,403 are currently employed. The
following schedule is an estimate of the number of employees and the corresponding percentage
per industry as of September 2011.

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

Number Of
Emplover Group Employees Percentage
State, Local, Federal Government 36,000 37%
Trade, Transportation and Utilities 14,200 14%
Education and Health Services 11,600 12%
Leisure and Hospitality 10,800 11%
Natural Resources, Mining and Construction 6,900 7%
Professional and Business Services 6,200 6%
Manufacturing 5,200 5%
Financial Activities 3,500 4%
Other Services 3,200 3%
Information 1.000 1%
TOTAL 98.600 100%

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 latest national employment report
from the Bureau of Labor Statistics of the United States Department of Labor, the public sector
has shed significant numbers of workers every month this year, while private sector job creation
remains slow, but positive. The above schedule reflects this trend. Eight of Bryan-College
Station’s 16 top employers are government agencies paid for by state or local taxes. From
September 2010 to September 2011 the area has lost approximately 2,300 jobs in the local, state,
and federal government, while private sector jobs grew by 1,800.

4




The housing market of Brazos County has been resilient despite the fact of slow sales and sinking
home prices. The increased demand of alumni moving back to retire, college student housing and
the low mortgage interest rate are major contributors to resiliency. The County’s assessed
property valuation for tax year 2010 increased 1.9% compared to tax year 2009. Sales tax receipts
for fiscal year 2011 increased 3.4% compared to fiscal year 2010. The following charts show the
changes in the two categories:

Brazos County Assessed Property Valuation

Billions of Dollars

2003 2004 2005 2006 2007 2008 2009 2010

Tax Years

Brazos County Sales Tax

14

10

Millions of Dollars

o N A~ OO @

2003 2004 2005 2006 2007 2008 2009 2010 2011

Fiscal Years




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 $630 million in
research expenditures, which is ranked third nationally among universities without medical
schools.

The University records in excess of 880,000 visitors annually. More than 1,200 public events are
hosted through the University each year in addition to hundreds of Big 12 athletic contests. The
permanent plant for the University is valued at more than $1 billion. Texas A&M University
System has more than 22,000 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 $3.8 billion overall economic impact on the
local economy during 2011. 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 hosts
in excess of 300,000 visitors annually. 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. More than 18,000 students enrolled in Blinn
College for the fall semester of 2011. 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 investment 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. Since the early 90°s, the RVP has
worked on 65 projects that led to $2.5 billion in total payroll and $324 million in capital
investment.

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 Research Valley
Biocorridor Concept Master Plan project was introduced in January 2011 as the first step in
establishing a leading-edge international bio-technology zone in the Research Valley. In addition
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to creating thousands of jobs for Texans, the Biocorridor will provide an ideal atmosphere for new
product development, biosecurity and biomanufacturing that will improve global health.

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 and
the infrastructure improvements have begun. The County is looking forward to drawing quality
businesses, encouraging and maintaining employment, and expanding both entities’ tax base
through Foundation activities.

CAPITAL IMPROVEMENT PROGRAM

In 2011, 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 2011, 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 $2.9 million dollars and expended
approximately $7.0 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 2011
to include $9.3 million (includes personnel services, supplies and other charges, contingencies,
repairs and maintenance, minor acquisitions, contract services, and professional services) for
routine maintenance and $3.2 million for improvements and upgrades.

The 15,000 square foot jail expansion project was completed in fiscal year 2010. The County
issued $55 million general obligation bonds in May 2008 to fund the project. The cost of the jail
expansion project totaled $51 million. The remaining funds are to be used to support the
remodeling of the inmate holding portion of the courthouse, which started in 2011. The estimated
cost for the inmate holding area renovation in fiscal year 2012 is about $3.9 million.

The County’s Expo Center expansion project was substantially completed during 2011. The
County issued $12 million certificates of obligation in November 2009 to fund the project. Some
hotel occupancy tax revenues were also used to support the construction costs. The total cost of
the project was about $13 million. The project is designed to increase the capacity of the Expo
Center to handle national events that have expressed interest in coming to the Brazos Valley. The
expansion built a second covered arena, a stall barn, covered walkways between buildings, a
covered warm-up area for horse shows and other events, additional parking and more offices. A
mid-sized regional fair, the first annual Brazos Valley Fair & Expo event, is scheduled for Fall
2012 at the County’s Expo Center.

As an effort to help the local economic recovery, the County restrained its debt issuance on major
capital projects. The County allocated funds to continue its courthouse renovation project. The
project will have at least five phases and is expected to be completed in 2013. The estimated cost
in 2012 is about $3.7 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. The estimated cost
for the building is $2.9 million, and it may take up to two years to complete the construction. $2.5
million of the funding came from the health endowment fund.

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, 2011, the County had cash and cash equivalents of $48.5 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, 2011, the County also had $2.4 million
invested in a state wide investment pool. During the fiscal year, the County earned approximately
$0.3 million 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,
2011, 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, 2011, the County has $4.9
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,
2011, the tax rate to finance general governmental services was $0.4012 per $100 valuation and
the tax rate for the payment of principal and interest on long-term debt was $0.0844 per $100 of
valuation. For the fiscal year ended September 30, 2012, the tax rate to finance general
government services is $0.4037 per $100 valuation and the tax rate for the payment of principal
and interest on long-term debt is $0.0813 per $100 of valuation.

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

o 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.
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¢ Restrain the debt issuance to keep the tax rate low.

¢ 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 2011 included:

¢ The County substantially completed its Expo Center expansion project.

¢ The County continued its courthouse renovation project.

e The County started the remodeling of the jail inmate holding portion of the courthouse
supported by the remaining funds of the 2008 general obligation bonds.

¢ The County started the construction of the new Tax Office building.

e The County added a few temporary and part-time positions as needed in various County
departments; however, no cost-of-living adjustment was given to County employees to
keep expenditures down.

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,
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Certificate of

Achievement
for Excellence
in Financial
Reporting

Presented to

Brazos County
Texas

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
September 30, 2010

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.
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President
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Ingram, Wallis &Co.rc

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS” REPORT

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

 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, 2011,
which collectively comprise the County’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the County’s management.
Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

In our opinion, the financial statements referred to above present fairly, mn all material
respects, the respective financial position of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund imnformation of the County as
of September 30, 2011, and the respective changes in financial position, and cash flows,
where applicable, thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

- In accordance with Government Auditing Standards, we have also issued our report dated
March 13, 2012, on our consideration of the County’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe
the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in
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accordance with Govermnment Auditing Standards and should be considered in assessing the
results of our audit.

Accounting principles generally accepted 1n the United States of America require that the
management’s discussion and analysis, retirement system information, other post
employment benefits information and budgetary comparison information on pages 15
through 26 and 69 through 86 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the
Govemnmental 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.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the County’s financial statements as a whole. The introductory
section, supplementary information and statistical section are presented for purposes of
additional analysis and are not a required part of the financial statements. The
accompanying schedule of expenditures of federal and state awards is presented for
purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and
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 financial statements. The supplementary information
as listed in the table of comtents and the schedule 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 financial statements. The information has
been subjected to the auditing procedures applied in the audit of the financial statements
and certain additional procedures, including comparing and reconciling such information
directly ‘to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In
our opinion, the information is fairly stated in all material respects in relation to the
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.

i
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)

For the Year Ending September 30, 2011

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, 2011. 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

The total government-wide assets of the County exceeded the liabilities at September 30,
2011 by $126,047,892, and are reported as total net assets of the primary government. This
is comparable to the previous year when assets exceeded liabilities by $126,953,402.

The government-wide total net assets decreased $905,510 during the fiscal year ending
September 30, 2011. The net assets from the governmental activities decreased $912,290,

while the net assets from business-type activities increased $6,780.

Total net assets of the primary government are comprised of the following:

Net Assets by Category September 30, 2011 % to Total September 30, 2010 % to Total
Capital Assets, Net of Related Debt $ 103,725,976 82% % 92,866,901 74%
Restricted Net Assets 13,717,329 11% 18,366,899 14%
Unrestricted Net Assets 8,604,587 7% 15,719,602 12%
Total Net Assets $ 126,047,892 100%  $ 126,953,402 100%

Fund Financial Statements

As of September 30, 2011, the County governmental funds reported combined fund balances
of $44,205,586. This reflects a decrease of $6,958,369 from the previous fiscal year,
primarily due to the $4.8 million spent on the Expo Center Expansion project. Approximately
46% of the combined fund balances at September 30, 2011 ($20,299,844) is available to
meet the County’s current and future needs (unassigned fund balances).

At the end of the fiscal year, the unassigned fund balance of the County’s General Fund was
$20,299,844 or 32% of the General Fund’s total expenditures and 30% of the revenues.

The total fund balance for the nonmajor governmental funds was $7,442,277 at September
30, 2011. Of this amount, $31,103 is nonspendable (for prepaids), $3,041,361 is restricted
by the legislature, $4,240,278 is restricted by the debt covenant for the Expo Center
Expansion project and the remaining $129,535 is assigned to support Expo Center marketing
or serve the debt related to the Expo Center Expansion.
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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 Assets 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 assets presents information on all County 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. 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 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 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 balance provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The County maintains 31 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 and Capital
Improvement, 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 41-68 of this report.

Required Supplementary Information is presented concerning the County’s General Fund
budgetary schedule. The schedule, which includes the original and final amended budget and
actual figures, has 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 69-86 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 87-138 of this report.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as useful indicators of a government’s financial
position. Assets exceeded liabilities by $126,047,892 for fiscal year 2011 and $126,953,402 for
fiscal year 2010.

Condensed Statement of Net Assets
September 30, 2011

Primary Government
Governmental  Business-Type

Activities Activities Total

Current and other assets $ 59,633,913 §$ 370,502 $ 60,004,415
Capital assets, net 195,970,684 65,749 196,036,433

Total assets 255,604,597 436,251 256,040,848
Current and other liabilities 9,881,703 42,423 9,924,126
Long-term liabilities 120,068,302 528 120,068,830

Total liabilities 129,950,005 42,951 129,992,956
Net assets:
Invested in capital assets, net of related debt 103,660,227 65,749 103,725,976
Restricted net assets 13,717,329 - 13,717,329
Unrestricted net assets 8,277,036 327,551 8,604,587

Total net assets $ 125,654,592 $ 393300 $126,047,892

Condensed Statement of Net Assets
September 30, 2010
Primary Government
Governmental  Business-Type
Activities Activities Total

Current and other assets $ 70,721,807 $§ 415374 $ 71,137,181
Capital assets, net 187,296,966 44919 187,341,885

Total assets 258,018,773 460,293 258,479,066
Current and other liabilities 13,444,555 73,464 13,518,019
Long-term liabilities 118,007,336 309 118,007,645

Total liabilities 131,451,891 73,773 131,525,664
Net assets:
Invested in capital assets, net of related debt 92,821,982 44,919 92,866,901
Restricted net assets 18,366,899 - 18,366,399
Unrestricted net assets 15,378,001 341,601 15,719,602

Total net assets $ 126,566,882 § 386,520 $126,953,402
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)

The largest portion of the County’s current fiscal year net assets (82%) reflects its investment of
$103,725,976 in capital assets (e.g., land, buildings, equipment, and infrastructure), 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.

An additional portion of the County’s net assets, $13,717,329 (11%) represents resources that are
subject to external restrictions on how they may be used. The remaining balance of unrestricted
net assets, $8,604,587 (7%) 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 assets for its governmental and business-type
activities. The same situation held true for the prior fiscal year. The County’s net assets
decreased by $905,510 as a result of fiscal year 2011 operations. It is primarily attributable to a
slower rate of increase in ongoing revenues than expenses.

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

Condensed Statement of Activities
For the Year Ended September 30, 2011

Governmental Business-Type
Activities Activities Total
Revenues:
Program revenues:
Charges for services $ 12,040,830 § 524,889 § 12,565,719
Operating grants and contributions 4,880,099 - 4,880,099
Capital grants and contributions 395,411 - 395,411
General revenues
Property taxes 51,538,444 - 51,538,444
Sales taxes 11,559,363 - 11,559,363
Motor vehicle taxes 1,188,768 - 1,188,768
Mixed drink taxes 524,240 - 524,240
Hotel occupancy taxes 1,130,582 - 1,130,582
Unrestricted investment earmings 251,570 933 252,503
Total revenues 83,509,307 525,822 84,035,129
Expenses:
General Government 18,757,895 - 18,757,895
Justice System 17,270,039 39,799 17,309,838
Law Enforcement 21,980,672 479,243 22,459,915
Juvenile Services 5,970,962 - 5,970,962
Public Transportation 7,863,178 - 7,863,178
Public Health 2,596,961 - 2,596,961
Human Services 5,816,824 - 5,816,824
Interest and Other Fees 4,165,066 - 4,165,066
Total expenses 84,421,597 519,042 84,940,639
Change in net assets (912,290) 6,780 (905,510)
Net assets - beginning, as restated 126,566,882 386,520 126,953,402
Net assets - ending $ 125654592 § 393300 $ 126,047,892
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)

Condensed Statement of Activities
For the Year Ended September 30, 2010

Governmental Business-Type
Activities Activities Total
Revenues:
Program revenues:
Charges for services $ 12,889,922 §$ 459,657  §$ 13,349,579
Operating grants and contributions 2,851,157 - 2,851,157
Capital grants and contributions 356,062 - 356,062
General revenues
Property taxes 49,915,485 - 49,915,485
Sales taxes 11,175,994 - 11,175,994
Motor vehicle taxes 1,098,278 - 1,098,278
Mixed drink taxes 505,783 - 505,783
Hotel occupancy taxes 1,064,670 - 1,064,670
Unrestricted investment earnings 387,068 1,188 388,256
Total revenues 80,244 419 460,845 80,705,264
Expenses:
General Government 16,073,316 - 16,073,316
Justice System 16,190,532 39,959 16,230,491
Law Enforcement 20,922.115 436,447 21,358,562
Juvenile Services 6,053,405 - 6,053,405
Public Transportation 7,110,355 - 7,110,355
Public Health 2,460,827 - 2,460,827
Human Services 4,992,850 - 4,992,850
Interest and Other Fees 4,601,773 - 4,601,773
Total expenses 78,405,173 476,406 78,881,579
Change in net assets 1,839,246 (15,561) 1,823,685
Net assets - beginning 124,727,636 402,081 125,129,717
Net assets - ending $ 126,566,882 % 386,520 % 126,953,402
Revenue Analysis

For fiscal year ended September 30, 2011, revenues for the primary government totaled
$84,035,129. The revenues are categorized by activity type: governmental activities totaled
$83,509,307 and business-type activities totaled $525,822.

Program revenues are derived from the program itself and thereby reduce the cost of the function
to the County. Total program revenues were $17,841,229, and 21% of total revenues. Of that
$17,316,340 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 $524,889, which represents primarily commissary sales to the inmates held in County jails.
The largest portion of program revenues is charges for services of $12,565,719 (15% of the total
revenues). The other portions of program revenues are operating grants and contributions of
$4,880,099 received from various federal, state, and local agencies. During the year the County
accepted $395,411 capital grants from various federal, state and local agencies.

General revenues are revenues that cannot be assigned to a specific function. Property taxes were
the largest revenue source for governmental activities and 61% 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 $14,655,456 or 17% of
the total revenues.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)

Revenue Analysis (Continued)

Program Revenues

Charges for services - governmental
Charges for services - business-type
Operating grants and contributions
Capital grants and contributions

General Revenues

Property taxes

Sales taxes

Motor vehicle taxes

Mixed drink taxes

Hotel occupancy taxes
Unrestricted investment earnings

Total Revenues

Year Ended
September 30, 2011
$ 12,040,830 14.3%
524,889 0.6%
4,880,099 5.8%
395,411 0.5%

51,538,444  61.3%

11,559,363 13.8%
1,188,768 1.4%
524,240 0.6%
1,130,582 1.4%
252,503 0.3%

Year Ended
September 30, 2010

$ 12,889,922  16.0%
459,657 0.6%
2,851,157 3.6%
356,062 0.4%

49,915,485 61.8%
11,175,994 13.8%
1,098,278 1.4%
505,783 0.6%
1,064,670 1.3%
388,256 0.5%

$ 84,035,129  100.0%

§ 80,705,264  100.0%

In fiscal year 2011, the County’s revenues increased by $3.3 million, or 4.1 percent as a result of
a higher collection in property tax and operating grants and contributions. The property tax
revenue for fiscal year 2011 increased $1.6 million from fiscal year 2010 in correlation to the
increase in the County’s taxable assessed property values. The $2.0 million increase in operating
grants and contributions is directly related to a pass-through grant from the State.

Expense Analysis

For the year ended September 30, 2011, the function and program expenses for the primary
government were $84,421,597 for the governmental activities and $519,042 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:

Function

General Government
Justice System

Law Enforcement
Juvenile Services
Public Transportation
Public Health

Human Services
Interest and Other Fees

Total Governmental Activities
Business-Type Activities

County Attorney
Jail Commissary

Total Business-Type Activities

Year Ended

September 30, 2011
$18,757,895 22.2%
17,270,039 20.5%
21,980,672 26.0%
5,970,962 7.1%
7,863,178 9.3%
2,596,961 3.1%
5,816,824 6.9%
4,165,066 4.9%
$84,421,597 100.0%
$ 39,799 7.7%
479,243 92.3%
$ 519,042 100.0%
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Year Ended

September 30,2010
$16,073,316 20.5%
16,190,532 20.6%
20,922,115 26.7%
6,053,405 7.7%
7,110,355 9.1%
2,460,827 3.1%
4,992,850 6.4%
4,601,773 5.9%
$ 78,405,173 100.0%
$ 39,959 8.4%
436,447 91.6%
$ 476,406 100.0%




GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)

Expense Analysis (Continued)

In fiscal year 2011, the County’s expenses increased $6.1 million or 7.7 percent. The key
elements of the increase are as follows:

e Salaries and benefits increased $1.6 million due to the contribution rate hike of the County’s
health and dental insurance, vacant positions filled at various County departments, new part-
time positions added, merit raises to certain employees, and more employees switching to or
choosing the County’s health insurance.

e The net OPEB obligation of the County for fiscal year 2011 decreased $0.1 million from
fiscal year 2010.

e The operating expenses, including department support costs, maintenance costs, contract
services costs and minor requisition costs, increased $3.2 million during the year.

e The depreciation expense of the County’s capital assets for fiscal year 2011 increased $1.3
million from fiscal year 2010 due to the first-year depreciation of the $51 million jail
expansion.

e The interest and fees directly related to debt service in fiscal year 2011 decreased $0.4
million from fiscal year 2010.

e The County also incurred a loss of $0.5 million in infrastructure due to the road annexation to
the City of College Station during the year.

FINANCIAL ANALYSIS OF MAJOR FUNDS

The County’s major general governmental functions are contained in the General, Special
Revenue, Debt Service, and Capital Project Funds. At September 30, 2011, the County’s
governmental funds reported combined fund balances of $44,205,586, a decrease of $6,958,369
or 14% in comparison with the prior year. The change was primarily due to construction
expenditures for the expo center expansion and the courthouse renovation project. Of the
combined fund balance, $1,092,466 (2%) were nonspendable for prepaids and inventory,
$12,624,863 (29%) were restricted to various purposes by external restrictions imposed,
$208,122 (1%) were committed to the Health Endowment Fund, $9,980,291 (22%) were
assigned to the County’s capital improvement plans and other programs as directed by the
Commissioners’ Court, and $20,299,844 (46%) constitutes unassigned fund balance, which is
available to meet the County’s current and future needs without any restrictions.

The General Fund

The General Fund is the chief operating fund of the County. At September 30, 2011, the General
Fund reported a net fund balance of $23,160,944, a decrease of $4,364,002 from fiscal year
2010. The key factors in this change follow:

e The tax revenues came in more than anticipated in fiscal year 2011.

e The overall expenditures in fiscal year 2011 increased.

e The County took advantage of the low construction costs in the market and transferred

more funds out of General Fund to support capital improvement projects in fiscal year
2011.
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FINANCIAL ANALYSIS OF FUNDS (Continued)

The Debt Service Fund

The Debt Service Fund is used to account for receipts and disbursements of funds relating to the
County’s long-term bonded debt obligations. At the end of fiscal year 2011, the fund balance
increased $845,631 or 20.8% from fiscal year 2010. The key elements of the increase are as
follows:
e The ad valorem taxes collections in fiscal year 2011 increased 3% over fiscal year 2010
due to a higher assessed property valuation and a higher collection rate.
e The debt principal and interest expenditures in fiscal year 2011 decreased 2% from fiscal
year 2010 in accordance to the interest payment schedule.
e The funds transferred from the General Fund and Hotel Occupancy Tax Fund increased
approximately $135,000 in fiscal year 2011.

For fiscal year 2012 the County’s debt service requirements for the governmental activities are
$5,675,000 in principal and $3,982,151 in interest. Additional information is available to the

readers in Note 7 (Long-Term Debt) to the Financial Statements.

The Capital Improvement Fund

The Capital Improvement Fund is established to provide accountability for the construction and
acquisition of specific capital assets to support departmental needs, and to replace existing
capital assets as needed. The resources of the Fund have mainly been provided by transfers from
the General Fund.

To take advantage of the low construction costs during the economic downturn, the County
started or continued several capital improvement projects, including the courthouse renovation,
the new tax building, other improvements on County facilities, etc. The funds transferred to the
Capital Improvement Fund increased by 10% during the current fiscal year. The fund balance of
the Capital Improvement Fund increased $1,810,779 in fiscal year 2011.

GENERAL FUND BUDGETARY HIGHLIGHTS
The County adopts an annual budget for the General Fund. Budget amounts represent the
original budget for 2011 as subsequently amended by the Commissioners’ Court. Budgets are

adopted on a basis consistent with GAAP (modified accrual basis). Budget variances are not
expected to impact future services or liquidity.
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GENERAL FUND BUDGETARY HIGHLIGHTS (Continued)

The following table summarizes General Fund budgeted and actual amounts for fiscal year 2011:

Original Budget Final Budget Actual

Revenues and Transfers In
Taxes $ 353,095,000 $ 53,095,000 $ 54,519,116
Charges for Services 9,787,150 9,787,150 10,513,424
Intergovernmental 1,024,395 1,179,695 1,404,716
Interest 253,500 253,500 170,612
Other 363,000 368,025 492,300
Sale of Capital Assets 150,000 150,000 86,563
Transfers In - 50,000 50,000

Total 64,673,045 64,883,370 67,236,731
Expenditures and Transfers Out
Expenditures 71,283,793 71,304,040 63,345,108
Transfers Out 8,091,130 8,281,208 8,255,625

Total 79,374,923 79,585,248 71,600,733
Net Change in Fund Balance $ (14,701,878) § (14,701,878) $ (4,364,002)

Differences between the original budget and the final amended budget reflected an increase of
$210,325 in available resources and the same amount of increase in appropriations.

Actual revenues and transfers in increased by $2,353,361 (3.6%) over the final budget mainly
due to the better collection rate in taxes and charges for services. Actual expenditures and
transfers out were $7,984,515 (10.0%) under the final budget as a result of the restrained
spending of the County.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The capital assets of the County are those assets (land, right-of-way, buildings, improvements,
roads, bridges, machinery, and equipment) which are used by the County in performance of the
County’s functions. The County’s investment in capital assets for its governmental and business-
type activities as of September 30, 2011, amounted to $196,036,433 (net of accumulated
depreciation) and at September 30, 2010 it was $187,341,885. Depreciation on capital assets is
recognized in the government-wide financial statements. Depreciation provided for the current
fiscal period was $4,793,742 as compared to $3,534,840 for the year ended September 30, 2010.

Major capital asset events during the current fiscal year included the following:

o As of September 30, 2011, the County had substantially completed the $12.7 million Expo
Center Expansion project.

e The County completed a $1.1 million North Wall project and also added $3.1 million to the
on-going Courthouse Renovation project during the year.

e The County started the new Tax Office building project during fiscal year 2011.

e Approximately $5.5 million in infrastructure was added during the current fiscal year.

o The County spent $1.7 million and disposed of $0.8 million in machinery and equipment in
fiscal year 2011.
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CAPITAL ASSETS AND DEBT ADMINISTRATION (Continued)

Capital Assets (Continued)

The County has elected to use the “Modified Approach” as defined by GASB 34 for reporting
infrastructure assets, which include 471 miles of roads and 61 bridges. The County has adopted a
minimum condition level of 80% for all County roads. In fiscal year 2011 approximately 96% of
the County roads meet the targeted condition level. For the year ended September 30, 2011, the
actual amounts of expense incurred for the annual maintenance and preservation of the roads and
bridges at the targeted condition level is $7.0 million and the amount estimated to be necessary
for the purpose is $9.3 million. The $2.3 million variance is mainly due to the Department’s
contingency budget, the delays in the road preparation and weather delays.

The following table provides a comparative overview of the County’s capital assets for the
current and previous year. For further information regarding capital assets, see Note 5 to the
financial statements.

Balance Balance
Governmental Activities: September 30,2011 September 30,2010
Land $ 12,714,624  $ 12,490,958
Construction in progress 5,971,522 13,205,837
Infrastructure 59,006,913 53,896,023
Buildings 125,947,426 113,246,142
Iinprovements other than buildings 6,934,273 5,941,533
Machinery and equipment 22,730,660 21,801,625
233,305,418 220,582,118
Less: Accumulated depreciation (37,334,734) (33,285,152)
Governmental activities capital assets, net $ 195,970,684 $ 187,296,966
Business-type activities:
Machinery and equipment $ 86,095 § 56,684
86,095 56,684
Less: Accumulated depreciation (20,346) (11,765)
Business-type activities capital assets, net $ 65,749 § 44,919

Debt Administration

At September 30, 2011, the County had total long-term debt outstanding of $96,460,000 as
compared to $101,495,000 in the prior year. The decrease of $5,035,000 (5%) represents the
debt principal retired during the year.

Refer to Note 7 in the Notes to the Basic Financial Statements for a detailed breakdown of long-
term debt owed by the County. County officials, citizens and investors will find the ratio of net
bonded debt to assessed valuation and the amount of bonded debt per capita as useful indicators
of the County's debt position and is shown in the statistical section of this report.
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ECONOMIC FACTORS

The Commissioners’ Court adopted the fiscal year 2012 budget on September 20, 2011. With the
effects of the national economy slowdown finally being felt at the local level, the key focus of
the fiscal year 2012 budget was to provide the core services for the citizens and visitors of
Brazos County with limited revenue resources, in an uncertain economy. The budget was
adopted based on anticipated resources and estimated uses in fiscal year 2012. The total
resources of the County’s General Fund are estimated to be $74,400,000 including the
appropriated fund balance of $6,600,000.

The property tax rate for fiscal year 2012 is $0.4850 per $100 valuation compared to $0.4856 in
fiscal year 2011. For the past three years, the County has maintained an estimated collection rate
of 98% on property taxes.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the County’s finances for all
those with an interest in the County’s finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to the
County Auditor’s Office, 200 S. Texas Avenue, Suite 218, Bryan, Texas, 77803.
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BRAZOS COUNTY, TEXAS
STATEMENT OF NET ASSETS
September 30, 2011
Governmental Business-Type
Activities Activities TOTAL

ASSETS
Cash and Cash Equivalents 43,523,130 289,480 43,812,610
Investments 2,350,115 - 2,350,115
Prepaid Expenses 250,768 - 250,768
Deferred Charges 1,020,106 - 1,020,106
Receivables, net of allowance for uncollectible

amounts of $13,549,587

Taxes 3,189,745 - 3,189,745

Accounts and Other 3,040,273 5,179 3,045,452
Inventories 841,698 26,744 868,442
Internal Balances (49,099) 49,099 -
Restricted Assets

Cash and Cash Equivalents 4,686,218 - 4,686,218

Receivables

Taxes 321,637 - 321,637
Accounts and Other 3,341 - 3,341

Joint Venture 455,981 - 455,981
Capital Assets (net of accumulated depreciation)

Land 12,714,624 - 12,714,624

Buildings 105,809,349 - 105,809,349

Improvements Other than Buildings 2,179,840 - 2,179,840

Machinery and Equipment 10,288,436 65,749 10,354,185

Infrastructure 59,006,913 - 59,006,913

Construction in Progress 5,971,522 - 5,971,522

TOTAL ASSETS 255,604,597 436,251 256,040,848

The accompanying notes to the financial statements are an integral part of this statement.
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Page 2 of 2

BRAZOS COUNTY, TEXAS
STATEMENT OF NET ASSETS - Continued
September 30, 2011
Governmental Business-Type
Activities Activities TOTAL
LIABILITIES
Accounts Payable and Accrued Liabilities $ 5,889,042 $ 35,981 $ 5,925,023
Accrued Salaries and Wages 1,922,342 4,331 1,926,673
Accrued Interest Payable 335,293 - 335,293
Unclaimed Funds 285,610 - 285,610
Unearned Revenue 721,333 - 721,333
Liabilities for Compensated Absences 728,083 2,111 730,194
Noncurrent Liabilities
Due within one year 5,857,021 528 5,857,549
Due in more than one year 114,211,281 - 114,211,281
TOTAL LIABILITIES 129,950,005 42951 129,992,956
NET ASSETS
Invested in Capital Assets, Net of Related Debt 103,660,227 65,749 103,725,976
Restricted for:
Debt Service 4,920,817 - 4,920,817
Capital Projects 4,240,278 - 4.240,278
Legislative 3,463,768 - 3,463,768
Other Purposes 1,092,466 - 1,092,466
Unrestricted 8,277,036 327,551 8,604,587
TOTAL NET ASSETS $ 125,654,592 $ 393,300 $ 126,047,892
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BRAZOS COUNTY, TEXAS

STATEMENT OF ACTIVITIES
For the Year Ended September 30,2011

Page 1 of 2

Program Revenues

Operating
Charges Grants and
Functions/Programs Expenses for Services Contributions
Governmental Activities:
General Government $ 18,757,895 $ 2,900,343 $ 2,145,051
Justice System 17,270,039 5,903,931 631,839
Law Enforcement 21,980,672 879,719 90,710
Juvenile Services 5,970,962 43,110 1,256,263
Public Transportation 7,863,178 1,247,410 306,537
Public Health 2,596,961 37,608 82,188
Human Services 5,816,824 1,028,709 367,511
Interest and Other Fees 4,165,066 - -
Total Governmental Activities 84,421,597 12,040,830 4,880,099
Business-Type Activities:
County Attorney 39,799 30,052 -
Jail Commissary 479,243 494 837 -
Total Business-Type Activities 519,042 524,889 -
Total Government $ 84,940,639 $ 12,565,719 $ 4,880,099

General revenues:
Taxes:

Property taxes

Sales taxes

Motor vehicle taxes
Mixed drink taxes
Hotel occupancy taxes

Unrestricted investment earnings

Total general revenues

Change in net assets
Net assets-beginning, as restated

Net assets-ending

The accompanying notes to the financial statements are an integral part of this statement.



Program Revenues

Capital
Grants and
Contributions

Net (Expense) Revenue and
Changes in Net Assets

Page 2 of 2

323,396

395,411

$ 395,411

Governmental Business - Type
Activities Activities Total
(13,712,501) $ - $ (13,712,501)
(10,734,269) - (10,734,269)
(20,938,228) - (20,938,228)
(4,671,589) - (4,671,589)
(6,309,231) - (6,309,231)
(2,477,165) - (2,477,165)
(4,097,208) - (4,097,208)
(4,165,066) - (4,165,066)
(67,105,257) - (67,105,257)
- (9,747) (9,747)
- 15,594 15,594
- 5,847 5,847
(67,105,257) 5,847 (67,099,410)
51,538,444 - 51,538,444
11,559,363 - 11,559,363
1,188,768 - 1,188,768
524,240 - 524,240
1,130,582 - 1,130,582
251,570 933 252,503
66,192,967 933 66,193,900
(912,290) 6,780 (905,510)
126,566,882 386,520 126,953,402
125,654,592 $ 393,300 $ 126,047,892
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ASSETS

Cash and Cash Equivalents
Investments
Prepaid Expenditures
Receivables:

Taxes

Officials

Interest

Accounts

State

Federal
Due From Other Funds
Inventories

TOTAL ASSETS

BRAZOS COUNTY, TEXAS

BALANCE SHEET

GOVERNMENTAL FUNDS

September 30, 2011

Major Funds

Page 1 of 2

General

Debt
Service

23,867,388
2,346,039
219,665

2,842,551
152,171
8,609
162,515
306,644
46,939
315,046
841,698

4,686,218

321,637
2,075
1,266

224,758

31,109,265

5,235,954

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts Payable
Accrued Salaries and Wages
Unclaimed Funds

Due To Other Funds
Deferred Revenues

Total Liabilities

Fund Balances:
Nonspendable

Prepaid Expenditures

Inventories
Restricted to

General Government

Justice System

Law Enforcement

Juvenile Services

Public Transportation

Human Services

Debt Services

Capital Projects
Committed to

Health Endowment Fund
Assigned to

Capital Improvements

Boonville Cemetery

Research Valley

Indigent Health Care

Other Purposes
Unassigned

Total Fund Balances

TOTAL LIABILITIES
AND FUND BALANCES

3,464,559
1,842,057

151,786
2,489,919

315,137

7,948,321

315,137

219,665
841,698

70,560

351,847

208,122

6,414
258,653
904,141

20,299,844

23,160,944

4,920,817

py

31,109,265

S

5,235,954

The accompanying notes to the financial statements are an integral part of this statement.
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Major Funds (Continued) Other Total
Capital Governmental Governmental
Improvement Funds Funds
3 9,548,432 h 7,791,488 $ 45,893,526
- 4,076 2,350,115
- 31,103 250,768
- 134,997 3,299,185
- - 154,246
- 2,290 12,165
855 9,691 173,061
- 578,287 884,931
- - 46,939
- - 539,804
- - 841,698
$ 9,549,287 3 8,551,932 $ 54,446,438
h 867,739 hY 275,756 h 4,608,054
- 80,285 1,922,342
- 285,610 285,610
- 437,117 588,903
- 30,887 2,835,943
867,739 1,109,655 10,240,852
- 31,103 250,768
- - 841,698
- 329,720 329,720
- 1,347,903 1,418,463
- 447,521 447,521
- - 351,847
- 56,553 56,553
- 859,664 859,664
- - 4,920,817
- 4,240,278 4,240,278
- - 208,122
8,681,548 - 8,681,548
- - 6,414
- - 258,653
- - 904,141
- 129,535 129,535
- - 20,299,844
8,681,548 7,442,277 44,205,586
3 9,545,287 by 8,551,632 by 54,446,438
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BRAZOS COUNTY, TEXAS

RECONCILIATION OF BALANCE SHEET OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET ASSETS
September 30, 2011

Amounts reported for governmental activities in the statement of net assets are different because:

Total fund balances - governmental funds

Capital assets used in governmental activities are not financial resources and, therefore, are

not reported as assets in governmental funds.

Certain receivables will be collected this year, but are not available soon enough to pay for
the current period's expenditures and, therefore, are deferred in the funds.

Internal service funds are used by the County's management for self insurance.
The assets and liabilities of the funds are included with governmental activities in
the Statement of Net Assets but are not included at the fund level.

The County's equity interest in a joint venture is included in the Statement of
Net Assets but is not included at the fund level.

Liabilities for compensated absences are due within one year but are not reported as
liabilities in the funds.

Long-term liabilities, including bonds payable, are not due and payable in the current period and,
therefore, are not reported as liabilities in the funds:

Bonds payable (96,460,000)
Deferred charge for issuance cost (to be amortized as interest expense) 1,020,106

Issuance premium (to be amortized as interest expense) (1,027,551)
Accrued interest payable (335,293)
Liabilities for compensated absences (182,021)
OPEB obligation (22,398,730)

Total net assets--governmental activities

The accompanying notes to the financial statements are an integral part of this statement.
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195,970,684

3,634,730

1,499,183

455,981

(728,083)

(119,383,489)

125,654,592







Page 1 of 2
BRAZOS COUNTY, TEXAS
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For The Year Ended September 30,2011

Major Funds

Debt
General Service
REVENUES
Taxes $ 54,519,116 $ 9,118,854
Charges for Services 10,513,424 -
Intergovernmental 1,404,716 -
Interest 170,612 28,207
Other Revenue 492,300 -
TOTAL REVENUES 67,100,168 9,147,061
Current
General Government 12,372,130 -
Justice System 14,654,327 -
Law Enforcement 16,497,074 -
Juvenile Services 3,885,818 -
Public Transportation 6,987,382 -
Public Health 2,582,618 -
Human Services 3,380,488 -
Capital Outlay 2,985,271 -
Debt Service
Principal Retirement - 5,035,000
Interest and Other Fees - 4,168,000
TOTAL EXPENDITURES 63,345,108 9,203,000
Excess (Deficiency) of Revenues
Over (Under) Expenditures 3,755,060 (55,939)
OTHER FINANCING SOURCES (USES)
Transfers In 50,000 901,570
Transfers Out (8,255,625) -
Sale of Capital Assets 86,563 -
TOTAL OTHER FINANCING SOURCES (USES) (8,119,062) 901,570
Net Change in Fund Balances (4,364,002) 845,631
FUND BALANCES, OCTOBER 1, AS RESTATED 27,524,946 4,075,186
FUND BALANCES, SEPTEMBER 30 $ 23,160,944 $ 4,920,817

The accompanying notes to the financial statements are an integral part of this statement.
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Major Funds (Continued) Other Total
Capital Governmental Governmental
Improvement Funds Funds

- b 1,133,225 § 64,771,195

. 781,651 11,295,075
26,962 3,843,831 5,275,509

- 43,395 242214

- - 492,300

26,962 5,802,102 82,076,293
57,776 2,046,566 14,476,472
360,841 534,937 15,550,105

- 508,201 17,005,275

; 1,128,452 5,014,270

3,455 277,265 7,268,102

. - 2,582,618

; 1,149,089 4,529,577
5,149,860 5,356,675 13,491,806
- - 5,035,000

- - 4,168,000
5,571,032 11,001,185 89,121,225
(5,544,970) (5,199,083) (7,044,932)
7,355,749 622,317 8,929,636
; (674,011) (8,929,636)

, - 86,563
7,355,749 (51,694) 86,563
1,810,779 (5,250,777) (6,958,369)
6,870,769 12,693,054 51,163,955

8,681,548 $ 7,442,277 3 44,205,586
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BRAZOS COUNTY, TEXAS
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2011

Amounts reported for governmental activities in the statement of activities are
different because:

Net change in fund balances - total governmental funds h (6,958,369)

Governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets are allocated over their estimated
useful lives and reported as depreciation expense. This is the amount that
expenditures for capital outlay exceeded depreciation expense.

Capital outlay 13,491,806
Depreciation expense (4,785,161)
8,706,645

Revenues and contributed assets in the statement of activities that do not provide
current financial resources are not reported as revenues in the funds. (661,832)

The net effect of various miscellaneous transactions involving capital assets
(i.e., sales, trade-ins, and donations) is to affect net assets (13,593)

The County's investment in a joint venture is reported at the government-wide
level but not at the fund level. This amount represents the current year change. 134,971

The liabilities for compensated absences are accrued at the government-wide level
but not at the fund level. This is the current year change in those liabilities,
reported as expense in the statement of activities. (45,262)

The OPEB obligation per GASB 435 are accrued at the government-wide level
but not at the fund level. This is the current year change in those liabilities,
reported as expense in the statement of activities. (7,149,342)

Bond proceeds provide current financial resources to governmental funds, but
issuing debt increases long-term liabilities in the statement of net assets.
Repayment of bond principal is an expenditure in the governmental funds, but
the repayment reduces long-term liabilities in the statement of net assets. This
is the amount by which proceeds exceeded repayments. 5,037,934

Internal service funds are used by management to charge the costs of
certain activities, such as insurance and fleet maintenance, to
individual funds. The net revenue (expense) of certain internal service funds
is reported with governmental activities. 36,558

Change in net assets of governmental activities $ (912,290)

The accompanying notes to the financial statements are an integral part of this statement.
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ASSETS
Current Assets
Cash and Cash Equivalents
Accounts Receivable
Inventories
Due From Other Funds
Total Current Assets

Noncurrent Assets
Property, Plant and Equipment
Less: Accumulated Depreciation
Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES

Current Liabilities
Accounts Payable
Accrued Salaries and Wages
Due To Other Funds
Compensated Absences
Deferred Revenues

Noncurrent Liabilities
Compensated Absences

TOTAL LIABILITIES

NET ASSETS

Invested in Capital Assets
Unrestricted

TOTAL NET ASSETS

BRAZOS COUNTY, TEXAS
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
September 30, 2011

Business - Type

Activities -
Enterprise Governmental
Funds Activities
County Jail Internal Service
Attorney Commissary Totals Fund
$ 59,942 $ 229,538 289,480 $ 2,315,822
- 5,179 5,179 6,193
- 26,744 26,744 _
1,761 50,388 52,149 -
61,703 311,849 373,552 2,322,015
- 86,095 86,095 -
- (20,346) (20,346) -
- 65,749 65,749 -
61,703 377,598 439,301 2,322,015
- 35,981 35,981 817,903
1,444 2,887 4331 -
- 3,050 3,050 -
- 2,111 2,111 -
- - - 4,929
- 528 528 -
1,444 44 557 46,001 822,832
- 65,749 65,749 -
60,259 267,292 327,551 1,499,183
$ 60,259 $ 333,041 393,300 $ 1,499,183

The accompanying notes to the financial statements are an integral part of this statement.
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OPERATING REVENUES
Charges for Services
Commissary Sales
Employee Dependents
Self Pays
Excess Risk Benefits
Participant Payments
Brazos County
Retirees
Other Revenue

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Personnel Services
Departmental Support
Cost of Goods Sold
Repairs & Maintenance
Life Insurance
Stop Loss Premiums
Benefit Claims
Administrative Fees
Professional Services
Depreciation

TOTAL OPERATING EXPENSES
OPERATING INCOME (LOSS)

NONOPERATING REVENUES
Interest

TOTAL NONOPERATING REVENUES
CHANGE IN NET ASSETS

TOTAL NET ASSETS - OCTOBER 1
TOTAL NET ASSETS - SEPTEMBER 30

BRAZOS COUNTY, TEXAS

IN FUND NET ASSETS
PROPRIETARY FUNDS
For The Year Ended September 30

STATEMENT OF REVENUES, EXPENSES AND CHANGES

, 2011

Business - Type

Activities -
Enterprise Governmental
Funds Activities
County Jail Internal Service
Attorney Commissary Totals Fund
5 30,052 $ - 30,052 $ -
- 490,239 490,239 -
- - - 1,483,980
- - - 29,112
- - - 131,119
- - - 403,788
- - - 5,907,725
- - - 188,516
- 4,598 4,598 -
30,052 494,837 524,889 8,144,240
37,879 97,298 135,177 -
1,920 62,821 64,741 -
- 275,464 275,464 -
- - - 25,890
- - - 976,394
- - - 6,629,211
- - - 429,781
- 35,079 35,079 55,762
- 8,581 8,581 -
39,799 479,243 519,042 8,117,038
(9,747) 15,594 5,847 27,202
- 933 933 9.356
- 933 933 9,356
(9,747) 16,527 6,780 36,558
70,006 316,514 386,520 1,462,625
5 60,259 3 333,041 393,300 $ 1,499,183

The accompanying notes to the financial statements are an integral part of this statement.
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BRAZOS COUNTY, TEXAS
STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS
For The Year Ended September 30, 2011

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and users
Receipts from interfund services provided
Payments to contractors and vendors
Claims paid
Payments to employees for services

NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received

NET CASH PROVIDED BY INVESTING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Purchase of capital assets

NET CASH USED BY CAPITAL AND RELATED
FINANCING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, OCTOBER 1
CASH AND CASH EQUIVALENTS, SEPTEMBER 30

Reconciliation of operating income (loss) to net cash provided (used)
by operating activities:
Operating income (loss)
Adjustments to reconcile operating income (loss) to net cash
provided (used) by operating activities:
Depreciation expense
Change in accounts receivable
Change in due from other funds
Change in inventory
Change in accounts payable
Change in due to other funds
Change in accrued salaries and compensated absences
Change in deferred revenues

Total adjustments

Net cash provided (used) by operating activities

Business - Type

Activities -
Enterprise Governmental
Funds Activities
County Jail Internal Service
Attorney Commissary Totals Fund
$ 29,808 $ 454,754 484,562 2,102,444
. - - 5,907,725
(1,920) (407,398) (409,318) (1,477,148)
- - - (6,398,438)
(37,905) (92,989) (130,894) -
(10,017) (45,633) (55,650) 134,583
- 974 974 9,545
- 974 974 9,545
- (29,411) (29,411) -
- (29.411) (29,411 -
(10,017) (74,070) (84,087) 144,128
69,959 303,608 373,567 2,171,694
3 59,942 § 229,538 289,480 $ 2,315,822
$ (9,747) % 15,594 5,847 $ 27,202
- 8,581 8,581 -
(244) (573) (817) 14,486
- (40,082) (40,082) -
- (596) (596) -
- (32,864) (32,864) 92,319
- 2,239 2,239 -
(26) 2,068 2,042 -
- - - 576
(270) (61,227) (61,497) 107,381
$ (10,017) & (45,633) (55,650) % 134,583

The accompanying notes to the financial statements are an integral part of this statement.
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BRAZOS COUNTY, TEXAS

STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES

FIDUCIARY FUNDS
September 30, 2011

ASSETS

Cash and Cash Equivalents $ 4,148,091

Investments 1,191,100
TOTAL ASSETS $ 5,339,191
LIABILITIES

Funds Held for Others $ 5,339,191
TOTAL LIABILITIES $ 5,339,191

The accompanying notes to the financial statements are an integral part of this statement.
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BRAZOS COUNTY, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Brazos County, Texas (“County”) have been developed to be in
conformity with accounting principles generally accepted in the United States of America
(“GAAP”) for local government units. The Governmental Accounting Standards Board
(“GASB”) 1s the accepted standard setting body for establishing governmental accounting
and financial reporting principles. The most significant accounting and reporting policies of
the County are described in the following notes to the financial statements.

A. Reporting Entity

The Brazos County Government (the “County”) was created in 1841. The County 1s a public
corporation and a political subdivision of the State of Texas. It performs governmental
functions as required or authorized by the Texas Constitution and the Laws of the State. A
Commissioners” Court composed of an elected County Judge and four elected
Commissioners governs the County. The combined financial statements include all
departments, funds or accounts for the County, the primary government.

The concept underlying the definition of the reporting entity is that elected officials are
accountable to their constituents for their actions. The financial statements should allow
users to distinguish between the primary government (the County) and its component units.
Government Accounting Standards Board Statement 14 defines the reporting entity as the
primary government and its component units. Brazos County is the primary governmental
unit. The financial statements include all funds, agencies, boards, commissions, and
authorities for which the elected officials of the County are financially accountable. The
financial statements include those entities for which the nature and significance of the
relationship between the entity and the County are such that to exclude the entity from the
financial reporting entity would render the financial statements misleading or incomplete.

B. Blended Component Unit

Brazos County, together with its six neighboring counties, incorporated the Brazos County
Housing Finance Corporation on March 18, 1980. It is a public nonprofit corporation in
accordance with the Texas Housing Finance Corporations Act, Texas Local Government
Code Annotated, Chapter 394, as amended. Under that Act, the Brazos County Housing
Finance Corporation was created to provide decent, safe, and sanitary housing at affordable
prices for residents of Brazos County and its neighboring counties.

GASB statement No.14 in paragraph 53 states that if the component unit’s governing body 1s
substantially the same as the governing body of the primary government, the component unit
should be included in the reporting entity’s financial statements using the blended method.
Three Brazos County Commissioners serve as the voting majority of the Brazos County
Housing Finance Corporation’s governing body and the County 1s able to impose its will on
the Corporation; therefore, the Brazos County Housing Finance Corporation component has
been blended with the primary government. It is reported as a special revenue fund of the
County.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Related Organizations

Related organizations provide services within the County that are administered by separate
boards or commissions, but the County is not financially accountable, and such organizations
are therefore not component units of the County, even though the Commissioners’ Court may
appoint a voting majority of an organization’s board. Consequently, financial information
for the following entities is not included within the scope of these financial statements.

Brazos County Health Facilities Development Corporation

The Brazos County Health Facilities Development Corporation (“BCHFDC”) is a Texas
public, non-profit corporation created in accordance with the Texas Health Facilities
Development Act of 1981. The BCHFDC’s purpose is to acquire, construct, provide,
improve, finance and refinance health facilities to assist in the maintenance of the public
health. The tax-exempt bonds issued by the BCHFDC do not constitute a debt or a pledge of
faith or credit of the BCHFDC or the County, but are payable by the user pursuant to terms
defined in the loan agreement underlying each issue. Interest received on the bonds is
generally exempt from federal income tax under Section 103 of the Internal Revenue Code.
The BCHFDC is governed by a five member Board of Directors which is comprised of the
members of the Brazos County Commissioners’ Court.

Brazos County Industrial Development Corporation

The Brazos County Industrial Development Corporation (“BCIDC”) is a Texas public, non-
profit corporation created in accordance with the Texas Development Corporation Act of
1979. The BCIDC’s purpose is to issue bonds on behalf of the Corporation, to promote and
develop industrial and manufacturing enterprises, to promote and encourage employment and
the public welfare, and to finance projects as defined by the Act. The tax-exempt bonds
issued by the BCIDC do not constitute a debt or a pledge of faith or credit of the BCIDC or
the County, but are payable by the user pursuant to terms defined in the loan agreement
underlying each issue. Interest received on the bonds is generally exempt from federal
income tax under Section 103 of the Internal Revenue Code. The BCIDC is governed by a
three member Board of Directors which is comprised of three members of the Brazos County
Commissioners’ Court.

D. Government-wide Financial Statements

Government-wide financial statements consist of the Statement of Net Assets and the
Statement of Activities. These statements report information on all of the non-fiduciary
activities of the primary government and its component units. Governmental activities are
supported by taxes and intergovernmental revenues and are reported separately from
business-type activities, which rely to a significant extent on fees and charges for support.

The government-wide financial statements are prepared using the economic resources
measurement focus and the accrual basis of accounting. Under this measurement focus,
revenues are recorded when earned and expenses are recorded at the time liabilities are
incurred, regardless of the timing of cash flows. Property taxes are recognized as revenues in
the year for which they are levied. Grants and similar items are recognized as revenue as
soon as all eligibility requirements imposed by the provider have been met.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Government-wide Financial Statements (Continued)

The statement of activities demonstrates the degree to which the expenses of a given function
are offset by program revenues. Expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers or
applicants who purchase, use, or directly benefit from goods, services, or privileges by a
given function and 2) grants and contributions that are restricted to meeting the operational or
capital requirements of a particular function. Taxes and other items not properly included
among program revenues are reported instead as general revenues.

E. Fund Level Financial Statements

All governmental funds use the modified accrual basis of accounting. Under the modified
accrual basis of accounting, revenues are recognized when susceptible to accrual (i.e., when
they become both measurable and available). "Measurable" means the amount of the
transaction can be determined and "available"” means collectible within the current period or
soon enough thereafter to be used to pay liabilities of the current period. The County
considers revenues as available if they are collected within 60 days after year-end.
Expenditures are recorded when the related fund liability is incurred. Debt service
expenditures as well as expenditures related to compensated absences and claims and
judgments are recorded only when payment is due.

Property tax revenues, the County's primary revenue source, are susceptible to accrual and
are considered available to the extent of delinquent taxes collected within sixty (60) days of
the fiscal year end. Grant and entitlement revenues are also susceptible to accrual.
Encumbrances are used during the year and all outstanding encumbrances lapse at the end of
each fiscal year.

The fund level financial statements are reported using the current financial resources
measurement focus. This means that only current assets and current liabilities are generally
included on their balance sheets. Their reported fund balance (net current assets) is
considered a measure of "available spendable resources." Governmental fund operating
statements present increases (revenues and other financing sources) and decreases
(expenditures and other financing uses) in net current assets. Accordingly, they are said to
present a summary of sources and uses of "available spendable resources" during a period.

For proprietary funds, all revenues and expenses are classified as operating revenues and
expenses except for taxes, investment income and interest expense, which are classified as
non-operating revenues and expenses.

All proprietary funds, including the enterprise fund and internal service fund, are accounted
for using the accrual basis of accounting. Revenues are recognized when earned, and
expenses when they are incurred. Claims incurred but not reported are included in payables
and expenses. These funds are accounted for using a cost of service or "capital maintenance"
measurement focus. This means that all assets and liabilities (whether current or non-
current) associated with their activity are included in the funds’ statements of net assets.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. Fund Level Financial Statements (Continued)

The fiduciary funds are used to account for assets held solely in a custodial capacity and are
accounted for using the accrual basis of accounting. As a result, assets in fiduciary funds are
always matched by liabilities to the owners of the assets and involve no measurement of
results of operations.

The County's accounts are organized on the basis of funds, each of which is considered to be
a separate accounting entity. The operations of each fund are accounted for by providing a
separate set of self-balancing accounts, which are comprised of each fund's assets, liabilities,
fund equity, revenues and expenditures or expenses.

Funds are classified into three categories: Governmental, Proprietary and Fiduciary. The
major funds of the County are noted within each category.

Governmental Funds

Governmental funds are used to account for all or most of a government’s general
activity. The County has reported three major funds under this category for the year
ended September 30, 2011:

General Fund - The General Fund is the principal operating fund of the County. It is used
to account for all financial resources except those required to be accounted for in another
fund. All general tax revenues and other receipts that are not restricted by law or
contractual agreement to some other fund are accounted for in this fund. General
operating expenditures, fixed charges and capital improvement costs that are not paid
through other funds are paid from the General Fund. The fund accumulates reserves for
future capital improvements and unforeseen catastrophic events.

Debt Service Fund — The Debt Service Fund accounts for the financial resources that are
restricted, committed, or assigned to expenditure for the payment of principal and interest
on long-term debt paid primarily from taxes levied by the County. Financial resources
that are being accumulated for principal and interest in future years are also reported in
the Debt Service Fund.

Capital Improvement Fund — This fund is established to account for expenditures for new
construction and acquisition of capital assets to support the County’s various functions.

The County reports the following nonmajor governmental funds:

Special Revenue Funds — Special Revenue Funds are used to account for and report the
proceeds of specific revenue sources that are restricted or committed to expenditure for
specified purposes other than debt service or capital projects. The term proceeds of
specific revenue sources establishes that one or more specific restricted or committed
revenues should be the foundation for a special revenue fund.

Expo Center Expansion Fund - This fund was established to account for the expansion of
the Brazos County Exposition Center. The expenditures are being financed through the
issuance of $12,000,000 certificates of obligation in November 2009 and a portion of the
hotel occupancy taxes collected. The construction was substantially completed in June
2011.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. Fund Level Financial Statements (Continued)

Jail Expansion Fund - This fund was established to account for the construction of the
expanded jail facility. The funding source came from a limited tax bond of $55,000,000
issued in 2008. The $51 million major jail expansion project was completed in fiscal
year 2010 and the remaining funds are being used to support the renovation of the inmate
holding area in the County’s courthouse.

Proprietary Funds

Proprietary funds are used to account for operations that are financed in a manner similar
to those in the private sector, where the determination of net income is appropriate for
sound financial administration. The County reports one internal service fund and two
enterprise funds, all as major proprietary funds. The internal service fund is used to
account for the provision of health, dental and life insurance to the departments of the
County as well as to outside entities that have contracted with the County for this service.
Two enterprise funds are used to account for the business-type operations of the County
Attorney and Jail Commissary.

Fiduciary Funds

The County reports four agency funds as nonmajor fiduciary funds. Agency funds are
used to account for situations where the government’s role is purely custodial, such as the
receipt, temporary investment, and remittance of fiduciary resources to individuals,
private organizations, or other governments. Assets have been held in these funds on
behalf of individuals involving certain legal processes, bail bondsmen, and other
governmental units.

F. Implementation of New Standards

In fiscal year 2011, the County evaluated or implemented GASB Statement No. 59,
“Financial Instruments Omnibus”, which updates and improves existing standards regarding
financial reporting and disclosure requirements of certain financial instruments and external
investment pools for which significant issues have been identified in practice.
Implementation of GASB 59 did not have an impact on the County’s financial statements for
the year ended September 30, 2011.

G. Proprietary Fund Accounting

The County has implemented Statement No. 20 of the Governmental Accounting Standards
Board (GASB), “Accounting and Financial Reporting for Proprietary Funds and Other
Governmental Entities that Use Proprietary Fund Accounting.” Pursuant to this statement,
the County has elected to follow alternative 1 as set out in GASB 20 for proprietary fund
accounting. The County follows: (1) all GASB pronouncements and (2) Financial
Accounting Standards Board Statements and Interpretations, APB Opinions, and Accounting
Research Bulletins issued on or before November 30, 1989 except those that conflict with
GASB pronouncements.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

H. Cash, Cash Equivalents and Investments

The County defines all cash, money market accounts, and certificates of deposit that have an
original maturity date of ninety days or less as cash or cash equivalents. Cash and cash
equivalents related to restricted assets are also included. Cash and cash equivalents are short
term, highly liquid investments, which may be converted to cash (see Note 3). The County
maintains a cash and investment pool that is available for use by all funds. Equity in cash
and cash equivalents and interest income from the cash pool is allocated to the participating
funds on a monthly basis. The amount of the allocation is determined by calculating a ratio
of each fund’s equity in the pool to the total pool.

All County funds must be on deposit with the County depository unless the Commissioners’
Court directs the County Treasurer to invest funds as otherwise provided by law. State
statutes authorize the County to invest in obligations of the U.S. Treasury, commercial paper,
corporate bonds, and repurchase agreements. Investments are stated at fair value or
amortized cost (see Note 3).

I. Interfund Transactions

The County has many transactions between funds during its normal course of operations. The
accompanying fund level financial statements reflect such transactions as transfers, interfund
receivables and payables. The effect of interfund activity has been eliminated in the
government-wide financial statements, except for transactions between governmental and
business-type activities.

J. Property Taxes

Property taxes attach as an enforceable lien on property as of January 1 of a given year.
Taxes levied on October 1 are payable by January 31 of the following year, and by statute
become delinquent on February 1 at which time they begi