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March 15, 2011

The Honorable Board of District Judges
The Honorable Commissioners’ Court
Brazoria County, Texas

Gentlemen:

The Comprehensive Annual Financial Report of Brazoria County, Texas, for the fiscal year
ended September 30, 2010, is submitted herewith in accordance with Chapter 114.025 of the
Local government Code. The accompanying financial statements were prepared in accordance
with accounting principles generally accepted in the United States of America as promulgated
by the Governmental Accounting Standards Board and audited in accordance with auditing
standards generally accepted in the United States of America by a firm of licensed public
accountants.

This report consists of management’s representations concerning the finances of Brazoria
County, Texas. Management assumes full responsibility for the completeness and reliability of
all the information presented in this report. To provide a reasonable basis for making these
representations, Brazoria County management has established a comprehensive internal
control framework designed both to protect governmental assets from loss, theft, or misuse and
to compile sufficient reliable information for the preparation of the County’s financial statements
in conformity with Generally Accepted Accounting Principles (GAAP). Brazoria County’s
comprehensive framework, because the cost of internal controls should not outweigh their
benefits, has been designed to provide reasonable rather than absolute assurance that the
financial statements will be free from material misstatement. As management, we assert that,
to the best of our knowledge and belief, this financial report is complete and reliable in all
material respects.



Brazoria County’s financial statements have been audited by Kennemer, Masters & Lunsford,
LLC, a firm of licensed certified public accountants. The goal of the independent audit was to
provide reasonable assurance that the financial statements of the County for the fiscal year
ended September 30, 2010, are free of material misstatement. The independent audit involved
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements; assessing the accounting principles used and significant estimates made by
management; and evaluating the overall financial presentation. The independent auditor
concluded, based on the audit, that there was a reasonable basis for rendering an unqualified
opinion on Brazoria County’s financial statements for the fiscal year ended September 30, 2010
that they are fairly presented in conformity with generally accepted accounting principles. The
independent auditors’ report is presented as the first component of the financial section of this
report.

The independent audit of the financial statements of Brazoria County was a part of a broader,
federally mandated “Single Audit” designed to meet the special needs of federal grantor
agencies. The standards governing Single Audit engagements require the independent auditor
to report not only on the fair presentation of the financial statements, but also on the
government’s internal controls and compliance with legal requirements. Specific emphasis was
placed on internal controls and compliance with laws and regulations involving the
administration of federal awards. These reports are included in the single audit section of this
report.

Generally accepted accounting principles require that management provide a narrative
introduction, overview, and analysis to accompany the basic financial statements in the form of
Management's Discussion and Analysis (MD&A). This letter of transmittal is designed to
compliment MD&A and should be read in conjunction with it. Brazoria County’'s MD&A can be
found immediately following the report of the independent auditors.

Profile of Brazoria County

The County of Brazoria is located on the Gulf Coast. Brazoria County is “Where Texas
Began”. It takes its name from the Brazos River, which flows through it. Brazoria County
became one of Texas original counties at independence in 1836. The County has a land area
of 1386 square miles. The decennial census levels in Texas determine which of the various
State statutes apply to each particular Texas County. Neighboring counties are Matagorda,
Wharton, Fort Bend, Harris and Galveston.

The County operates as specified under the Constitution of the State of Texas and Vernon's
Texas Code Annotated, which provide for a Commissioners Court consisting of the County
Judge and four Commissioners, one from each of four geographical precincts. The County
Judge is elected for a term of four years and the Commissioners for four-year staggered terms.
Policy-making authority is vested in the Commissioners Court and the Commissioners Court is
responsible, among other things, for adopting the budget and for setting county policies.

The County provides a full range of services authorized by statute. Such services include
general governmental functions such as recording and licensing, maintaining the county and
district court systems, maintaining public facilities, ensuring public safety, maintaining public
health and welfare, aiding conservation, and maintaining county roads and bridges.



Budget

The annual budget serves as the foundation for Brazoria County’s financial planning and
control. All departments of the County are required to submit budget requests to the budget
officer during May each year. The budget officer uses these requests as the starting point for
developing a proposed budget. The proposed budget is then presented to the Commissioners
Court for review. The Commissioners Court is required to hold public hearings on the proposed
budget. The appropriated budget is prepared by fund, function (e.g., public safety), department
and by the categories of salaries and benefits, operating expenditures, capital outlay and debt
services. All transfers of appropriations, either between departments or within an individual
department’s budget, require the approval of the Commissioners Court. Budget-to-actual
comparisons are provided in this report for each individual governmental fund for which an
appropriated annual budget has been adopted.

Long Term Financial Planning

The long term financial plans of the County include multiple capital projects. To meet the needs
of the growing population, the Commissioner’ Court is very active in infrastructure development,
specifically road improvements, to help insure economic growth. In March 2010, the County
issued $19.5M more from the $50M mobility bonds approved by voters in 2004. The County
previously sold $14M of the bonds in November, 2006 and an additional $8M in July, 2008.
The balance will be issued in the upcoming years.

In an effort to be better prepared to handle emergency situations, in 2010 the County
purchased land and a building to permanently house our Emergency Operations Center.
Renovations will continue in 2011. The County is also building a new service center in Precinct
4 in order to enhance service to County residents. Completion is expected in the near future.

The County is currently working on establishing a capital improvement program which will assist
in planning for facilities construction or remodeling and mobility projects.

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is
considered from the broader perspective of the specific environment within which Brazoria
county operates.

Local Economy

Brazoria County is one of Texas’ most fertile agricultural areas, one of the regions, more prolific
fuel and mineral areas, and in recent decades, the location of one of the world’s largest basic
chemical manufacturing complexes. The primary economic bases of the county include
chemical manufacturing, petroleum processing, offshore production maintenance services,
diversified manufacturing including pacemakers and computer chips, biochemical and
electronic industries, commercial fishing and agriculture. In addition, the area’s deep waterway
and port facilities, sports fishing services and tourism are major components of the county’s
economic base.

Cash Management

The primary objectives of the county’s investment policy are the safety of principal followed by
liquidity and yield. Accordingly, deposits were either insured by federal depository insurance or
collateralized with securities pledged to the County and held by an independent third-party
financial institution. Demand deposits are covered by pledged collateral maintained in a joint
safekeeping account at a third party bank.



Risk Management

Brazoria County provides for the management of risks through a combination of self-insurance
and traditional insurance. In addition, the County has instituted a number of risk and loss
control techniques such as safety training, and accident investigation. The County currently
has traditional insurance for property damage and some professional liability. Other risks are
either self-insured or uncovered.

Pension and Other Post Employment Benefits

Brazoria County provides retirement, disability and death benefits for all of its employees
through a nontraditional defined benefit pension plan in the statewide Texas County and District
Retirement System (the TCDRS). Specific plan provisions are adopted by the County within the
options available in the state statues governing the TCDRS. Benefits amounts are determined
by the sum of the employee’s contributions to the plan, with interest, and employer-financed
monetary credits. The level of these monetary credits is adopted within the actuarial constraints
imposed by the TCDRS Act so that the resulting benefits can be expected to be adequately
financed.

Awards

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to Brazoria County
for its comprehensive annual financial report for the fiscal year ended September 30, 2009.
The Certificate of Achievement is a prestigious national award recognizing conformance with
the highest standards for preparation of state and local government financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily
readable and efficiently organized comprehensive annual financial report, whose contents
conform to program standards. Such CAFR must satisfy both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The County has received
this prestigious award for the last 17 consecutive fiscal years. We believe our current report
continues to conform to the Certificate of Achievement program requirements, and we are
submitting it to GFOA.

Acknowledgements

The preparation of this report on a timely basis could not have been accomplished without the
efficient and dedicated services of the County Auditor's Office. | want to express my
appreciation to all staff members who have assisted in the maintenance of the accounting
records of the County, and to the members of the Commissioners’ Court for their interest and
support in planning and conducting the financial operations of the county in a responsible and
progressive manner.

I would especially like to thank the District Judges for their support and guidance in matters
relating to the discharge of my duties as County Auditor.

Respectfully submitted,

Connie Garner
County Auditor
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KENNEMER, MASTERS & LUNSFORD

Independent Auditor’s Report

March 4, 2011

The Honorable County Judge,
and Members of Commissioners’
Court of Brazoria 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
Brazoria County, Texas (the “County”) as of and for the year ended September 30, 2010, 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 an opinion 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, in all material respects,
the financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of Brazoria County, Texas as of September
30, 2010, 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 4, 2011 on our consideration of the County’s internal control over financial reporting and
our tests of its compliance with certain provisions of laws, regulations, contracts, 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 accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.



The Honorable County Judge,

and Members of Commissioners’ Court
of Brazoria County, Texas

March 4, 2011

Page 2

Required Supplementary Information

The Management’s Discussion and Analysis and Statement of Revenue, Expenditures, and
Changes in Fund Balances — Budget and Actual — General Fund and Major Special Revenue
Fund, and the Texas County and District Retirement System Schedule of Funding — Last Three
Years on pages 3 through 15 and 86 through 88, respectively, are not a required part of the
basic financial statements but is supplementary information required by accounting principals
generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.

Combining and Individual Fund Statements and Schedules, and Federal and State Awards
Section

Our audit was performed for the purpose of forming an opinion on the financial statements that
collectively comprise the County’s basic financial statements. The accompanying information
identified in the table of contents as combining and individual fund statements and schedules is
presented for purposes of additional analysis and is not a required part of the basic financial
statements. Similarly, the accompanying schedules 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, the
Texas Single Audit Circular, and is not a required part of the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, are fairly stated, in all material respects, in relation to
the basic financial statements taken as a whole.

Introductory and Statistical Sections

The information identified in the table of contents as Introductory and Statistical Sections is
presented for the purpose of additional analysis and is not a required part of the basic financial
statements of the County. Such additional information has not been subjected to the auditing
procedures applied in our audit of the basic financial statements and, accordingly, we express
no opinion on it.
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BRAZORIA COUNTY, TEXAS
Management's Discussion and Analysis
For the Year Ended September 30, 2010

As management of Brazoria County, Texas (“County”), we offer readers of the County’'s
financial statements this narrative overview and analysis of the financial activities of the County
for the fiscal year ended September 30, 2010. We encourage readers to consider the
information presented here in conjunction with additional information that we have furnished in
our letter of transmittal, which can be found on pages i - iv of this report.

Financial Highlights

o The assets of the County exceeded its liabilities at the close of the most recent fiscal
year for governmental and business-type activities by $ 184,440,213 and $ 18,880,802
(net assets), respectively. Of this amount, $ 36,955,322 and $ 948,703 (unrestricted net
assets), respectively, may be used to meet the government’'s ongoing obligations to
citizens and creditors with the County’s fund designation.

¢ The County's total net assets increased for governmental activities by $ 10,435,144 and
increased for business-type activities by $ 7,369,569.

e As of the close of the current fiscal year, the County’'s governmental funds reported
combined ending fund balances of $ 72,961,400 and its enterprise fund reported ending
net assets of $ 18,880,602. 38.24% and 5.02% of these total amounts, $ 27,897,657
(unreserved fund balance) and $ 948,503 (unrestricted net assets), respectively, were
available for use within the County’s fund designations. Of the governmental funds
amount, $ 818,282 has been designated for specific uses.

e At the end of the current fiscal year, unreserved fund balance for the general fund was
$ 27,121,283 or 32.15% of the total general fund expenditure.

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 financial statements. This report also contains other supplementary information in
addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are
designed to provide readers with a broad overview of the County’s finances, in a manner similar
to a private-sector business.

The statement of net assets presents information on all of the County’s assets and liabilities,
with the difference between the two reported as net assets. Over time, increases or decreases
in net assets may serve as a useful indicator of whether the financial position of the County is
improving or deteriorating.



BRAZORIA COUNTY, TEXAS
Management's Discussion and Analysis
For the Year Ended September 30, 2010

The statement of activities presents information showing how the County’s net assets changed
during the fiscal year. All changes in net assets are reported when the underlying event giving
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in the
future fiscal periods (e.g., uncollected taxes and earned but unused compensated absences).

Both of the government-wide financial statements distinguish functions of the County that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
functions that are intended to recover all or a significant portion of their costs through user fees
and charges (business-type activities). The governmental activities of the County include
general administration, judicial and legal, financial administration, elections, public facilities,
public safety, corrections, public transportation, health and welfare, public assistance, culture
and recreation, conservation, environmental protection, and community development. The
business-type activities of the County include airport operations.

The government-wide financial statements can be found on pages 18 through 21 of this report.

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

e Governmental Funds. Governmental funds are used to account for essentially the
same functions reported as governmental activities in the government-wide financial
statements. However, unlike the government-wide financial statements, governmental
fund financial statements focus on current sources and uses of spendable resources, as
well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating a government's near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, 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 fund statements of revenues, expenditures, and
changes in fund balances, provides reconciliations to facilitate this comparison between
governmental funds and governmental activities.

The County maintains one hundred and twenty-six (126) individual governmental funds.
Information is presented separately in the governmental fund balance sheet and in the
governmental fund statement of revenues, expenditures, and changes in fund balances
for the General and Road and Bridge (special revenue fund), and Mobility Build America
Bond C & M (capital projects fund); all of which are considered to be major funds. Data
from the other one hundred and twenty-three (123) funds are combined into a single,
aggregated presentation. Individual fund data for each of these non-major
governmental funds is provided in the form of combining statements elsewhere in this
report. The basic governmental funds financial statements can be found on pages 22
through 31 of this report.
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e Proprietary Funds. The County maintains two categories of proprietary funds. The
enterprise fund is used to report the same functions presented as business-type
activities in government-wide financial statements. The County uses an enterprise fund
to account for its airport operations. The second type of proprietary fund is the internal
service fund. Internal service funds are an accounting device used to accumulate and
allocate costs of its self-funded health and liability insurance internally among various
funds and functions. Proprietary funds provide the same type of information as the
government-wide financial statements, only in more detail. The basic proprietary funds
financial statements can be found on pages 32 through 37 of this report.

e Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit
of parties outside the government. Fiduciary funds are not reflected in the government-
wide financial statements because the resources of those funds are not available to
support the County’s operations. The County is the trustee, or fiduciary, for these funds
and is responsible for ensuring that the assets reported in these funds are used for their
intended purposes. All of the County’s fiduciary activities are reported in a separate
statement of fiduciary net assets and a statement of changes in fiduciary net assets that
can be found on pages 38 and 39.

Notes to the Financial Statements. The notes provide additional information that is essential
to a full understanding of the data provided in the government-wide and fund financial
statements. The notes to the financial statements can be found on pages 41 through 83 of this
report.

Other Information. In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplementary information that further explains and
supports the information in the financial statements. Required supplementary information can
be found on pages 86 through 88 of this report.

The combining statements referred to earlier in connection with non-major governmental funds
are presented following the required supplementary information on pensions. Combining and
individual statements and schedules can be found on pages 91 through 190 of this report.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of government’s financial
position. In the case of the County, assets exceeded liabilities by $ 203,321,015 as of
September 30, 2010.

The largest portion of the County’s net assets, $ 125,630,510 (61.79%) reflects its investments
in capital assets (e.g., land; land improvements; buildings and improvements; furniture,
equipment and vehicles; runways, taxiways and aprons; infrastructure; and construction in
progress), less any debt used to acquire those assets that is still outstanding. The County uses
capital assets to provide service 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 used to liquidate these
liabilities.
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BRAZORIA COUNTY’S NET ASSETS

Governmental Activities Business-type Activities Totals
September 30, September 30, September 30,
2010 2009 2010 2009 2010 2009
Current and other
assets $ 99234439 $ 85480594 $ 1,019,122 $ 1355099 $ 100,253561 $ 86,835,693
Capital assets 169,437,575 161,322,596 17,932,099 10,262,085 187,369,674 171,584,681
Total assets 268,672,014 246,803,190 18,951,221 11,617,184 287,623,235 258,420,374
Current and other
liabilities 14,323,017 18,232,751 60,510 90,270 14,383,527 18,323,021
Long-term liabilities 69,908,784 54,565,370 9,909 15,681 69,918,693 54,581,051
Total liabilities 84,231,801 72,798,121 70,419 105,951 84,302,220 72,904,072
Net Assets:
Invest in capital assets,
net of related debt 107,698,411 115,040,670 17,932,099 10,262,085 125,630,510 125,302,755
Restricted 39,786,480 28,525,533 39,786,480 28,525,533
Unrestricted 36,955,322 30,438,866 948,703 1,249,148 37,904,025 31,688,014

Total net assets

$_184.440.213 $_174,005,069 $_ 18,880,802 $_ 11511233 $_203.321.015 $_185516,302

An additional portion of the County’s net assets of $ 39,786,480 (19.57%) represents resources
that are subject to external restrictions on how they may be used. The remaining balance of
unrestricted net assets of $ 37,904,025 (18.64%) may be used to meet the government’s

ongoing obligations to citizens and creditors.

As of September 30, 2010, the County is able to report positive balances in all three categories
of net assets, both for the government as a whole, as well as for its separate categories-
governmental and business-type activities.
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2010 Net Asset Percentages

17.99%

\ E nvestedin

Capital
Assets, Net
of Related
Debt

m Restricted

19.72% Unrestricted

2009 Net Asset Percentages

16.60%
_\ H |nvestedin
Capital
Assets, Net
of Related

Debt
m Restricted

15.46%

Unrestricted

67.94%

Analysis of the County’s Operations. Overall the County had an increase in net assets of
$ 17,804,713. Governmental activities reported an increase in net assets in the amount of
$ 10,435,144, while the business-type activities increased the County’s net assets in the
amount of $ 7,369,569. Assets increased primarily due to capital assets such as new building
construction and road projects.

The following table provides a summary of the County’'s operations for the years ended
September 30, 2010 and 2009:
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Revenues:

Program Revenues:
Charges for services
Operating grants and
contributions
Capital grants and
contributions

General Revenues:
Property taxes
Sales & other taxes
Grants and contributions
not restricted to specific
programs
Unrestricted investment
eamings
Gain on disposition
of capital assets
Miscellaneous

Total revenues

Expenses:
General administration
Judicial and legal
Financial administration
Elections
Public facilities
Public safety
Corrections
Public transportation
Health and welfare
Public assistance
Culture and recreation
Conservation
Environmental protection
Community development
Airport

Interest on long-term debt

Total expenses

BRAZORIA COUNTY’S CHANGES IN NET ASSETS

Governmental Activities Business-type Activities Totals
September 30, September 30, September 30,
2010 2009 2010 2009 2010 2009
$ 19,250,906 $ 19054945 $ 2523391 $ 3281882 $ 21774297 $ 22,336,827
17,208,798 20,615,452 43,086 17,208,798 20,658,538
6,058,920 15,200,393 8,085,786 354,225 14,144,706 15,554,618
86,026,984 81,156,848 86,026,984 81,156,848
15,538,547 16,794,059 15,538,547 16,794,059
78,956 -0- 78,956
1,305,949 1,686,538 16,585 10,326 1,322,534 1,696,864
10,106 13,429 13,429 10,106
1,253,276 1,894,054 1,253,276 1,894,054
146,643,380 156,491 351 10,639,191 3,689,519 157,282 571 160,180,870
9,794,810 8,382,000 9,794,810 8,382,000
17,024,927 17,042,872 17,024,927 17,042,872
9,370,469 9,245,171 9,370,469 9,245,171
471,550 460,608 471,550 460,608
3,998,157 3,720,188 3,998,157 3,720,188
17,113,934 16,508,998 17,113,934 16,508,998
23,051,174 23,011,340 23,051,174 23,011,340
217,265,516 33,615,909 27,265,516 33,615,909
12,682,216 11,354,439 12,682,216 11,354,439
296,000 296,000 296,000 296,000
8,465,970 8,470,686 8,465,970 8,470,686
387,092 431,480 387,092 431,480
202,350 210,166 202,350 210,166
3,433,743 2,471,725 3,433,743 2,471,725
3,269,622 3,739,485 3,269,622 3,739,485
2,650,328 2.242 764 2,650,328 2.242 764
136,208,236 137,470,346 3,269,622 3,739,485 139,477,858 141,209,831

(continued)
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Governmental Activities Business-type Activities Totals
September 30, September 30, September 30,
2010 2009 2010 2009 2010 2009
Increase (decrease) in net
assets hefore contributions
and transfers $ 10435144 $ 19,021,005 $ 7,369,569 $( 49966) $ 17,804,713 $ 18,971,039
Transfers (_349,500) 349,500 -0- -0-
Increase (decrease) in
net assets 10,435,144 18,671,505 7,369,569 299,534 17,804,713 18,971,039
Net assets - October 1,
Restated 174,005,069 155,333,564 11,511,233 11211699 _185516,302 166,545,263

Net assets - September 30,

$_184.440.213 $_174,005,069 $_ 18,880,802 $_ 11511233 $_203.321.015 $_185516,302

2010 Revenue Percentages
0.84% 0.01% 0.80% 13.84%

0.00%

9.88%

54.70%

® Charges for services

H Operating grants and
contributions

Capital grants and
contributions

EPropertytaxes

m Sales and other taxes

Other Grants and
contributions

Unrestrictedinvestment
earnings

Gain on sale of capital
assets

EMiscellaneous

2009 Revenue Percentages
1.06% 0.01% 1.18%

T\

o,
0.05% 13.94%

10.48%

12.90%

50.67%

9.71%

m Charges for services

® Operating grants and
contributions

Capital grants and
contributions

mProperty taxes

mSales and other taxes

Other Grants and
contributions

Unrestricted
investment earnings

Gain on sale of capital
assets

EMiscellaneous
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2010 Expense Percentages

0.28% 0.14% _2.46% _. 2.34% 1.90% 7.02%

6.07%
0.21%

9.09%

19.55%
12.27%

16.53%

m General Administration
mJudicial and Legal
mFinancial Administration
mElections
mPublic Facilities
Public Safety
mCorrections
®Public Transportation
mHealth and Welfare
mPublic Assistance
u Curture and Recreation
mConservation
Environmental
Egoéen?lﬂgﬂy Development

Airport

2009 Expense Percentages

0.30% _0.15% 4,75% 5.94%

6.00%
0.21%

2.65% 1.59%

12.07%

8.04%

23.80%
11.69%

m General Administration
® Judicial and Legal
®Financial Administration
mElections
mPublic Facilities
Public Safety
mCorrections
EPublic Transportation
mHealth and Welfare
mPublic Assistance
u Curture and Recreation
mConservation
Environmental
E::oéen?lﬂgﬂy Development

Airport

-10-




BRAZORIA COUNTY, TEXAS
Management's Discussion and Analysis
For the Year Ended September 30, 2010

Financial Analysis of the County’s Funds

As noted earlier, the County uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds. The focus of the County’s governmental funds is to provide information
on near-term inflows, outflows, and balances of spendable resources. Such information is
useful in assessing the County’s financing requirements. In particular, unreserved fund balance
may serve as a useful measure of a government’s net resources available for spending at the
end of the fiscal year.

As of the end of the current fiscal year, the County’s governmental funds reported combined
ending fund balances of $ 72,961,400. 38.24% of this total amount ($ 27,897,657) constitutes
unreserved fund balance. The remainder of the fund balance is reserved to indicate that it is
not available for new spending because it has already been committed 1) for prepaid
expenditures ($987,414), 2) for the expenditure of inventories ($ 410,324), 3) for the
expenditure of encumbrances ($ 774,100), 4) for long-term receivables ($ 45,000), 5) general
administration ($ 2,737,105), 6) judicial and legal ($2,531,875), 7) financial administration
($167,850), 8) elections ($162,059), 9) public safety ($596,912), 10) corrections
($ 1,456,113), 11) public transportation ($ 13,445,587), 12) health and welfare ($ 745,311), 13)
culture and recreation ($ 204,607), 14) debt service ($ 3,354,187), and 15) to pay for capital
projects ($ 17,445,299).

Fund balance of the General Fund increased by $ 4,832,751; the Road and Bridge (special
revenue fund) increased by $ 463,938; the, Mobility Build America Bonds C & M (capital
projects fund) increased by $ 13,044,858; and, other (non-major) governmental funds
decreased by $ 1,664,029. The General Fund increased as a result of increased revenues and
the timing of planned expenditures based on the prior year economic turn down. The Road &
Bridge (special revenue fund) increased mostly due to delays in road projects. The increase in
the Mobility Build America Bonds C & M (capital projects fund) was the result of the sale of
bonds. The decrease in the other (non-major) governmental funds was driven by planned
expenditures for mosquito control and County Clerk records archive projects.

Proprietary funds. The County’s proprietary fund statements provide the same type of
information found in the government-wide financial statements, but in more detail. The
enterprise fund is used to account for airport operations. Net assets at September 30, 2010
amounted to $ 18,880,602. Total net assets increased $ 7,366,453 (approximately 63.98%),
and were due to capital grants for airport projects totaling $ 8,085,786 and a decrease in fuel
sales.

General Fund Budgetary Highlights. Over the course of the year, the County recommended
and the Commissioners approved several revisions to budgeted revenue and appropriations.
Differences between the original budget and the final amended budget were a $ 4.3 million
increase in appropriations and were primarily for the following:

The re-appropriation of funds for prior year-end encumbrances.

Increased “Tax Increment Reinvestment Zone” (TIRZ) expenditures.

Increased operating and capital expenditures related to Hurricane Ike.

Increased transfer for County’s self insurance fund.

Increase operating and capital expenditures related to new library computer system.

-11-
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During the year, however, revenues exceeded budgetary estimates and expenditures were less
than budgetary estimates. Major variances include:

e Licenses & Permits increased by 39% due to increased mixed drink tax and car license
fees.

o Charges for services exceeded estimates by 18% due to increased filings.

e Fines & Forfeitures increased slightly due to increased number of cases.

e Corrections was below estimated due to decrease in number of inmates.

Capital Assets

The County’s investment in capital assets for its governmental and business-type activities as
of September 30, 2010, amounts to $ 187,369,674 (net of accumulated depreciation). This
investment in capital assets includes land; land improvements; buildings and improvements;
furniture, equipment and vehicles; runways, taxiways and aprons; infrastructure; and
construction in progress.

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

e Construction of the Juvenile Detention Center building located in Angleton was
completed and moved from construction in progress at a value of $ 6,297,027.

e A variety of transportation construction projects were initiated or continued at a cost of
$ 4.2 million, much of which was financed by road bonds.

¢ Improvement of the East Annex building was completed for Adult Probation Offices and
moved from construction in progress at a value of $ 773,046.

e Improvement of the East Annex building was completed for County Clerk for $ 55,200.

¢ Vehicles and equipment were added to capital assets, primarily as replacements to
vehicles and road and bridge equipment during the year - $ 1,515,859.

¢ Implementation of new Library software system for $ 62,466.

¢ Completed construction projects at various parks for $ 667,722.

Implementation of Online Automated Commissioners’ Court Agenda Software for

$ 151,919.

Completion of the San Luis Park Bridge at a cost of $ 193,410.

Installation of County Clerk mobile shelving at a cost of $ 589,201.

Completion of the WIC building located in Alvin at a cost of $ 102,244.

Completion of the WIC Call Center building located in Angleton at a cost of $ 61,521.

Purchased mosquito control airplane for $ 210,000.

Purchased computer system for Sheriff mobile surveillance equipment through the

HPRP — Allocation (ARRA) grant - $ 128,143.

e A variety of construction in progress projects including: water craft items for the Sheriff's
department purchased through the Buffer Zone grant - $ 41,734, airplane refurbishment
- $ 24,092, energy efficiency/courthouse renovations funded by a grant through the U.S.
Department of Energy - $ 425,533, West Columbia Service Center - $ 34,740, Ring of
Honor - $ 117,125, Justice Court — computer ticket system - $ 237,867, Parks
Department projects - $ 334,522 and female detention center - $ 60,000.

e Construction of a bridge at CR 94 over American Canal for $ 1,202,640.

o Acceptance of 5.35 miles of new roads into County Road System at a value of
$ 3,258,440.

-12-
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BRAZORIA COUNTY’S CAPITAL ASSETS
Net of Accumulated Depreciation

Governmental Activities Business-type Activities Totals
September 30, September 30, September 30,
2010 2009 2010 2009 2010 2009
Land $ 14959241 $ 14135062 $ 1558687 $ 1558686 $ 16,517,928 $ 15,693,748
Land improvements 1,236,044 1,203,967 1,236,044 1,203,967

Buildings & improvements 35,552,472 29,579,793 1,553,514 1,720,211 37,105,986 31,300,004
Furniture, equipment &

vehicles 8,229,999 8,510,704 559,170 579,592 8,789,169 9,090,296
Runway, taxiway & aprons 5,527,630 6,034,211 5,527,630 6,034,211
Infrastructure 92,939,962 90,166,785 92,939,962 90,166,785
Construction in progress 16,519,857 17,726,285 8,733,098 369,385 25,252,955 18,095,670

Total $_169437575 $_161,322,596 $_ 17,932,099 $_ 10,262,085 $_187,369,674 $_171,584,681

Additional information on the County’s capital assets can be found in note 5 on pages 62
through 67 of this report.

2010 Percent Net Capital Assets

13.48% 8.82% =Land

0.66%

mLandimprovements
/1 9.80%
Buildings and
improvements

Furniture, equipment
and vehicles

o = Runway, taxiway and
4.69% aprons

2.95% = Infrastructure
- (]

49.60%
= Constructionin
progress
2009 Percent Net Capital Assets
10.54% 9.15% =Land

= Landimprovements
18.24%

Buildings and
improvements

Furniture, equipment
and vehicles

= Runway. taxiway
and aprons
= Infrastructure

52.55%

= Constructionin
progress
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DEBT ADMINISTRATION

At the end of the current fiscal year, the County had a total bonded debt of $ 66,370,000, which,
compromises bonded debt backed by the full faith and credit of the County. These bonds will
be retired with revenues from property and sales taxes, and fees for services.

BRAZORIA COUNTY’S LONG-TERM DEBT
Bonds, Capital Leases, Components of Debt, and Compensated Absences

Governmental Activities Business-type Activities Totals
September 30, September 30, September 30,
2010 2009 2010 2009 2010 2009
Certificates of obligation
bonds $ 19,050,000 $ 20,280,000 $ $ $ 19,050,000 $ 20,280,000
General obligation bonds 47,320,000 31,115,000 47,320,000 31,115,000
Components of Debt:
Premium on bonds 865,857 867,766 865,857 867,766
Accrued interest payable 825,764 359,378 825,764 359,378
Compensated absences 1,847,163 1,943,226 9,909 15,681 1,857,072 1,958,907
Total $_ 69908784 $_ 54565370 $ 9909 $ 15681 $_ 69,918,693 $_ 54,581,051

During the fiscal year, the County’s total debt increased $ 15,337,642 or 28.10%. The increase
was due primarily to the issuance of $ 19,425,000 of Unlimited Tax Road Bonds.

2010 Percent Long-Term Debt

1.18% 2.66%

—~\

= Certificates of
obligation bonds

27.24%

= General obligation
bonds

Premium on bonds
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payable

0,
67.68% = Compensated
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2009 Percent Long-Term Debt
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—\
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o,
1.59% obligation bonds

37.15%

= General obligation
bonds

Premium on bonds

Accruedinterest
payable

57.01%
= Compensated
absences
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All of the outstanding Bonds of the County payable from its limited taxes are insured and are,
therefore, rated “Aaa” by Moody’s Investors Service Inc. (“Moody’s”), and “AAA” by Standard &
Poor’s (“S&P”). The underlying rating on all of such Bonds and other obligations payable from
such source are “Aa3” by Moody’s and “AA” by S&P.

Additional information on the County’s long-term debt can be found in note 7 on pages 69
through 71 of this report.

Economic Factors and Next Year's Budgets and Rates

e The unemployment rate for Brazoria County remained about the same as a year ago.

e New construction continues just at a slower pace.

e Tax rolls saw a decline due to the economy and Hurricane lke damages. Rates were
increased slightly to help alleviate the shortfall.

¢ Positions were left vacant and tight budgets implemented.

e Sales tax and other revenues are expected to improve gradually.

All of these factors were considered in preparing Brazoria County’s budget for the 2011 fiscal
year. At the end of the current fiscal year, fund balances in the governmental funds increased
to $ 72,961,400. Brazoria County has appropriated $ 3.4 million of this amount for spending in
the 2011 fiscal year budget. It is expected that conservative revenue budgets will serve to
make the actual decrease in fund balance far less than budgeted.

Request for Information
This financial report is designed to provide a general overview of 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 Office of the Brazoria County Auditor, 111 E.
Locust, Room 303, Angleton, Texas, 77515, or call (979) 864-1275.

-15-
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BRAZORIA COUNTY, TEXAS
STATEMENT OF NET ASSETS
September 30, 2010

Assets
Cash and temporary investments
Receivables (Net of Allowance for Uncollectibles):
Taxes
Accounts
Special assessments
Due from other governments
Accrued interest
Loans receivable
Interfund balances
Prepaid items
Inventories
Investments
Bond issuance cost (net of accumulated amortization)
Discounted loans receivable (net of current)
Capital Assets:
Land
Land improvements (net)
Buildings and improvements (net)
Furniture, equipment and vehicles (net)
Runways, taxiways and aprons (net)
Infrastructure (net)
Construction in progress

Total assets

Liabilities
Accounts and accrued liabilities payable
Estimated health claims payable
Due to others
Unearned revenue
Noncurrent Liabilities:
Due within one year
Due in more than one year

Total liabilities

-18-

$

Governmental Business-type
Activities Activities Total

61,916,696 $ 761,930 62,678,626
1,699,083 1,699,083
7,622,705 153,401 7,776,106
721,191 721,191
7,395,634 7,395,634
107,736 112 107,848
15,000 15,000
200) 200 -0-

1,125,701 10,856 1,136,55
410,324 92,623 502,947
17,096,215 17,096,215
1,096,252 1,096,252
28,102 28,102
14,959,241 1,558,687 16,517,928
1,236,044 1,236,044
35,552,472 1,553,514 37,105,986
8,229,999 559,170 8,789,169
5,527,630 5,527,630
92,939,962 92,939,962
16,519,857 8,733,098 25,252,955
268,672,014 18,951,221 287,623,235
9,937,225 45,885 9,983,110
1,074,241 1,074,241
313,778 313,778
2,997,773 14,625 3,012,398
7,811,853 9,909 7,821,762
62,096,931 62,096,931
84,231,801 70,419 84,302,220

(continued)



BRAZORIA COUNTY, TEXAS
STATEMENT OF NET ASSETS - Continued
September 30, 2010

Net Assets
Invested in capital assets, net of related debt
Restricted For:
General administration
Judicial and legal
Financial administration
Elections
Public safety
Corrections
Public transportation
Health and welfare
Culture and recreation
Debt service
Unrestricted

Total net assets

Exhibit 1
Governmental Business-type

Activities Activities Total
$ 107,698,411 $ 17,932,099 $ 125,630,510
2,737,105 2,737,105
2,539,864 2,539,864
167,850 167,850
162,059 162,059
597,012 597,012
1,456,113 1,456,113
28,317,997 28,317,997
960,928 960,928
205,407 205,407
2,642,145 2,642,145
36,955,322 948,703 37,904,025
$ 184,440,213 $ 18,880,802 $ 203,321,015

The notes to the financial statements are an integral part of this statement.
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BRAZORIA COUNTY, TEXAS
STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2010

Program Revenues

Operating Capital
Charges for Grants and Grants and
Expenses Services Contributions Contributions
Functions/Programs
Governmental Activities:

General administration $ 9794810 $ 3,068,103 $ 1545755 $ 914,420
Judicial and legal 17,024,927 7,562,837 1,656,865
Financial administration 9,370,469 1,774,714 16,657
Elections 471,550 213,801 28,954 18,441
Public facilities 3,998,157 36,305 61,811
Public safety 17,113,934 1,285,185 645,999 200,818
Corrections 23,051,174 786,547 2,090,940 30,840
Public transportation 27,265,516 3,467,955 182,654 4,524,373
Health and welfare 12,682,216 613,305 6,532,245 178,640
Public assistance 296,000
Culture and recreation 8,465,970 329,062 970,853 171,257
Conservation 387,092 106,364 43,624
Environmental protection 202,350 6,728
Community development 3,433,743 3,432,441 20,131
Interest on long-term debt 2,650,328

Total governmental activities 136,208,236 19,250,906 17,208,798 6,058,920

Business-type Activities:

Airport 3,269,622 2,523,391 8,085,786

Total primary government $_139.477,858 $_ 21774297 $_ 17,208,798 $_ 14,144,706

General Revenue:
Property taxes
Sales and other taxes
Unrestricted investment earnings
Gain on disposition of capital assets
Miscellaneous
Total general revenues, special items, and transfers
Change in net assets
Net assets — beginning (restated)

Net assets — ending

The notes to the financial statements are an integral part of this statement.
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Net (Expense) Revenue and Changes In Net Assets

Primary Government

Business-
Governmental Type

Activities Activities Total
$( 4,266,532) $( 4,266,532)
( 7,805,225) ( 7,805,225)
( 7,579,098) ( 7,579,098)
( 210,354) ( 210,354)
(- 3,900,041) ( 3,900,041)
( 14,981,932) ( 14,981,932)
( 20,142,847) ( 20,142,847)
( 19,090,534) ( 19,090,534)
( 5,358,026) ( 5,358,026)
( 296,000) ( 296,000)
( 6,994,798) ( 6,994,798)
( 237,104) ( 237,104)
( 195,622) ( 195,622)
18,829 18,829
(__2,650,328) ( 2,650,328)
( 93,689,612) 0- 93,689,612)
7,339,555 7,339,555
(93,689,612) 7,339555 86,350,057)
86,026,984 86,026,984
15,538,547 15,538,547
1,305,949 16,585 1,322,534
13,429 13,429
1,253,276 1,253,276
104,124,756 30,014 104,154,770
10,435,144 7,369,569 17,804,713
174,005,069 11,511,233 185,516,302
$_184440,213 $_ 18,880,802 $_ 203,321,015
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BRAZORIA COUNTY, TEXAS

BALANCE SHEET - GOVERNMENTAL FUNDS

September 30, 2010

ASSETS

Cash and temporary investments

Investments

Receivables (Net of Allowance for Uncollectibles):
Taxes
Accounts
Special assessments
Due from other governments
Accrued interest

Due from other funds

Prepaid expenditures

Inventories

Long-Term Receivables:
Accounts

Total assets

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts and accrued liabilities payable
Due to others
Due to other funds
Deferred revenue

Total liabilities

Fund Balances:
Reserved:
Prepaid expenditures
Inventories
Encumbrances
Long-term receivables
General administration
Judicial and legal
Financial administration
Elections
Public safety
Corrections
Public transportation
Health and welfare
Culture and recreation
Debt service
Capital projects
Unreserved:
Designated, Reported In:
General fund
Capital projects
Undesignated, Reported In:
General fund

Total fund balances

Total liabilities and fund balance

The notes to the financial statements are an integral part of this statement.
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Major Funds
Mobility Build
Road & America
General Bridge Bonds C&M
Fund Fund Fund
20,830,266 $ 7916224 $ 13,044,615
12,067,923 5,028,292
1,175,574 357,816
323,827 28,530
256,516
4,357,102 735,759
76,182 29,781 243
2,389,703
801,259 2,404
65,906 334,839
45,000
42,132,742 $ 14,690,161 $ 13,044,858
7,876,478 $ 658,906 $
313,778
103,104
2,618,520 824,002
10,911,880 1,482,908 -0-
801,259 2,404
65,906 334,839
298,376 471,233
45,000
483,917
172,321
167,850
551,414
1,302,825
12,398,777
22,188
188,523
13,044,858
41,908
27,079,375
31,220,862 13,207,253 13,044,858
42132742 $ 14,690,161 $ 13,044,858




Exhibit 3

Non-Major
Funds
Other Total
Governmental Governmental
Funds Funds

$ 17,704,079 $ 59,495,184

17,096,215

165,693 1,699,083
47,033 399,390
464,675 721,191
2,302,773 7,395,634
1,469 107,675
103,290 2,492,993
183,751 987,414
9,579 410,324
45,000

$ 20,982,342 $ 90,850,103

$ 1,389,513 $ 9,924,897
313,778

2,390,233 2,493,337
1,714,169 5,156,691
5493915 17,888,703
183,751 987,414
9,579 410,324
4,491 774,100
45,000

2,253,188 2,737,105
2,359,554 2,531,875
167,850

162,059 162,059
45,498 596,912
153,288 1,456,113
1,046,810 13,445,587
723,123 745,311
16,084 204,607
3,354,187 3,354,187
4,400,441 17,445,299
41,908

776,374 776,374
27,079,375

15,488,427 72,961,400

$ 20,982,342 $ 90,850,103
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BRAZORIA COUNTY, TEXAS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET Exhibit 3R
TO THE GOVERNMENTAL ACTIVITIES STATEMENT OF NET ASSETS Page 1

September 30, 2010

Total fund balances - governmental funds balance sheet (Exhibit 3) $ 72,961,400

Amounts reported for governmental activities in the statement of net assets (Exhibit 1) are
different because:

Capital assets used in governmental activities are not financial resources and therefore are not reported
in the funds. Capital assets include $ 311,905,254 in assets less $ 142,467,679 in accumulated depreciation. 169,437,575

Long-term loans receivable from other entities unavailable to pay for current period expenditures are not
recorded in the funds. Loans receivable discounted for present value of $ 1,898. ( 1,898)

Judicial accounts receivables net of related allowance for uncollectible are unavailable to pay for
current period expenditures and availability of funds are uncertain as to availability are not recorded
in the funds. Judicial receivables of $ 11,691,838 net of allowance for uncollectible accounts of
$ 4,469,090 of the general fund amounted to $ 7,222,748. 7,222,748

Property taxes receivable unavailable to pay for current period expenditures are deferred in the funds. Deferred
property tax revenues for the general fund, Road and Bridge special revenue fund, Mosquito Control
District, Certificate of Obligation Sheriff & Detention Complex Series 1993 debt service fund, Certificate of
Obligation Construction and Maintenance Series 2003 debt service fund, Certificate of Obligation Construction
and Maintenance Series 2006 debt service fund, and Unlimited Road Bonds Series 2006 debt service fund
amounted to $ 999,435, $ 297,886, $ 26,685, $ 50,254, $ 18,398, $ 18,172, and $ 26,898, respectively. 1,437,728

Special assessments receivable unavailable to pay for current period expenditures are deferred in the funds.
Deferred special assessment tax revenues for Brazos Oaks/Forest Assessment, Brazos Bend Assessment, Bonnie
Lane Assessment, Laura Lane Assessment, Sherwood Land Assessment, Norris Road Special Assessment,
Brazos Bend 2 Special Assessment, Oakwood Creek Assessment, Manvel Assessment, and Quail Ridge Assessment
reported in the Road and Bridge special revenue fund of $ 256,516 and other special revenue funds (Sally
Lake Road Assessment $ 148,662, Westwood Road Assessment $ 88,448, Pecan Estates Road Assessment
$ 101,642, Hampton Road Assessment $ 79,176, and Rose Mary Street Assessment $ 46,746). 721,190

Bond issuance costs are reported as current financial uses for governmental funds but the expenditures
increases long-term assets in the statement of net assets. This amount is amortized over the life
of the bonds. Bond issuance costs of $ 1,402,156 less accumulated amortization of $ 305,904. 1,096,252

Payables for bond principal are not reported in the funds. ( 66,370,000)

Premium on the issuance of bonds provide current financial resources to governmental funds but the proceeds
decrease long-term assets in the statement of net assets. This amount is amortized over the life of the bonds.
Net premium on the issuance of bonds were $ 865,857 (premium on the sale of bonds of $ 1,155,650 less

amortization of $ 289,793). ( 865,857)
Payables for bond interest is not reported in the funds except for amounts received from the sale of bonds
or issuance of capital leases after the issuance date. Total accrued interest payable of $ 825,764. ( 825,764)
Payables for compensated absences are not reported in the funds. ( 1,847,163)
(continued)
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BRAZORIA COUNTY, TEXAS
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET Exhibit 3R

TO THE GOVERNMENTAL ACTIVITIES STATEMENT OF NET ASSETS - Continued Page 2
September 30, 2010

Internal service funds are used by management to charge the cost of certain activities, such as health
insurance and liability insurance, to individual funds. The assets and liabilities of the service funds are
not reported separately from the funds statements. The internal service funds balances (net of amount
allocated to business-type activities and fiduciary funds) not included in other reconciling items:

Self Insurance

Liability Health
Current assets $ 1152428 $ 1,407,999
Accounts and accrued liabilities payable ( 11,984)
Estimated claims payable ( 400,000) ( 674,241)
Net amount allocated to business-type activities ( 200)
Net $ 752,428 $ 721,574 1,474,002
Net assets of governmental activities — statement of net assets (Exhibit 1). $_ 184,440,213

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

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
For the Year Ended September 30, 2010

Revenues:
Taxes
Intergovernmental
Charges for services
Licenses and permits
Fines and forfeitures
Special assessments
Investment income
Miscellaneous

Total revenues

Expenditures:

Current:
General administration
Judicial and legal
Financial administration
Elections
Public facilities
Public safety
Corrections
Public transportation
Health and welfare
Public assistance
Culture and recreation
Conservation
Environmental protection
Community development

Capital outlay

Debt Service:
Principal
Interest and fiscal charges

Total expenditures

Excess (deficiency) of revenues over
expenditures
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Major Funds
Mobility Build
Road & America
General Bridge Bonds C&M
Fund Fund Fund
72,886,311 $ 19,058,566 $
2,725,487 132,127
7,141,772 1,080
1,343,961 676,433
3,335,701
52,746
898,768 109,420 33,221
1,361,679 21,663
89,693,679 20,052,035 33,221
6,542,328
16,048,601
9,004,262
246,591
3,700,666
15,835,024
19,273,297
16,528,057
4,381,518
296,000
8,466,385
376,220
196,019
2,826,560
84,366,911 19,354,617 -0-
5,326,768 697,418 33,221
(continued)



Exhibit 4

Non-Major
Funds
Other Total
Governmental Governmental
Funds Funds

$ 9,199,701 $ 101,144,578

16,567,749 19,425,363
1,682,366 8,825,218
2,612,578 4,632,972

13,886 3,349,587
74,561 127,307
258,191 1,299,600
453,846 1,837,188

30,862,878 140,641,813

2,425,045 8,967,373
747,371 16,795,972
229,759 9,234,021
194,940 441,531

61,811 3,762,477
632,343 16,467,367

2,538,246 21,811,543

3,759,453 20,287,510

7,991,668 12,373,186

296,000

406,443 8,872,828
376,220

196,019

3,433,743 3,433,743
10,459,462 13,286,022
4,450,000 4,450,000
2,510,730 2,510,730

39,841,014 143,562,542

(__ 8978136) (_ 2.920,729)
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BRAZORIA COUNTY, TEXAS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS - Continued

For the Year Ended September 30, 2010

Major Funds
Mobility Build
Road & America
General Bridge Bonds C&M
Fund Fund Fund
Other Financing Sources (Uses):
Proceeds from sale of bonds $ $ $ 13,011,637
Premium on the sale of bonds
Proceeds for sale of capital assets 68,325 3,200
Transfers in 163,557
Transfers out ( 725899) ( 236,680)
Total other financing sources and (uses) ( 494,017) ( 233,480) 13,011,637
Net change in fund balances 4,832,751 463,938 13,044,858
Fund balances - beginning (restated) 26,388,111 12,743,315
Fund balances - ending $_ 31220862 $ 13,207,253 $ 13,044,858

The notes to the financial statements are an integral part of this statement.
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Non-Major
Funds
Other Total
Governmental Governmental
Funds Funds

6,413,363 $ 19,425,000

101,722 101,722

71,525

1,041,000 1,204,557
241,978) (_ 1,204557)

7,314,107 19,598,247

1,664,029) 16,677,518

17,152,456 56,283,882

15488427 $ 72,961,400
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BRAZORIA COUNTY, TEXAS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND Exhibit 4R
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS TO GOVERNMENTAL Page 1
ACTIVITIES STATEMENT OF ACTIVITIES

For the Year Ended September 30, 2010

Net change in fund balances - total governmental funds (Exhibit 4) $ 16,677,518

Amounts reported for governmental activities in the statement of activities (Exhibit 2) are
different because:

Governmental funds report capital outlays as expenditures. However, in the governmental activities
statement of activities, the cost of those assets is allocated over their estimated useful lives
as depreciation expense. This is the amount by which capital outlays $ 14,885,375 exceeded
depreciation $ 9,796,190 in the current period. 5,089,185

Contributions of capital assets are not reported in the funds, however, contributions of capital assets are
reported as capital contributions in the governmental activities statement of activities. During the current
year, $ 3,258,443 of roads were contributed to and accepted by the County. 3,258,443

Property tax revenues in the governmental activities statement of activities do not provide
current available resources and are not reported as revenues in the funds. Deferred property
tax revenues for the general fund, Road and Bridge special revenue fund, the Mosquito Control
District, the Certificate of Obligation Detention Complex Series 1993 debt service fund, the Certificate
of Obligation Construction and Maintenance Series 2003 debt service fund, the Certificate of Obligation
Construction and Maintenance Series 2006 debt service fund, and the Unlimited Road Tax Series 2006
debt service fund amounted to $ 241,416, $ 21,602, $ 2,575, $ 16,203, $ 4,071, $ 3,286, and
$ 4,493, respectively. 293,646

Special assessment revenues in the governmental activities statement of activities do not provide
current available resources and are not reported as revenues in the funds. Deferred special assessment
revenues for Brazos Oaks/Forest Assessment, Brazos Bend Assessment, Bonnie Lane Assessment,
Laura Lane Assessment , Sherwood Land Assessment and Norris Road Special Assessment, Brazos
Bend 2 Special Assessment, Oakwood Creek Assessment, Manvel Assessment, and Quail Ridge
Assessment reported in the Road and Bridge special revenue fund of $( 39,078), and other special
revenue funds (Sally Lake Road Assessment $( 35,287), Westwood Road Assessment $( 20,566),
Pecan Estates Road Assessment $( 14,219), Hampton Road Assessment $( 3,689) and Rose Mary
Street Assessment $( 800)) ( 113,639)

Governmental funds report proceeds from the sale of assets as revenue. However, in the governmental
activities statement of activities, the cost of the assets disposed is offset against the proceeds to report
gain or loss on the disposition of assets. The cost of assets disposed was $ 232,649. (Cost of $ 912,169
less accumulated depreciation of $ 679,520). ( 232,649)

Judicial revenues (resulting from accounts receivables net of related allowance for uncollectible) in the
governmental activities statement of activities does not provide current available resources and are not
reported as revenues in the funds. The change in these net receivables resulted in a decrease in
revenues reported in the governmental activities statement of activities. 522,452

Bond issuance cost is an expenditure in the governmental funds, but the cost increases long-term
assets in the statement of net assets. This amount is amortized over the life of the bond. Current
bond issuance costs of $ 310,047, less amortization of $ 86,889. 223,158

(continued)
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BRAZORIA COUNTY, TEXAS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND Exhibit 4R
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS TO GOVERNMENTAL Page 2
ACTIVITIES STATEMENT OF ACTIVITIES - Continued

For the Year Ended September 30, 2010

Long-term debt proceeds provide current financial resources to governmental funds, but issuing debt
increases long-term liabilities in the governmental activities statement of net assets. Long-term proceeds
in the governmental fund was $ 19,425,000 for bonds. $(  19,425,000)
Repayment of long-term debt principal is an expenditure in the governmental funds, but the repayment
reduces long-term liabilities in the governmental activities statement of net assets. The funds statements
reported $ 4,450,000 in bond principal payments. 4,450,000
Premium on the issuance of bonds provide current financial resources to governmental funds but the
proceeds decrease long-term assets in the statement of net assets. This amount is amortized over the
life of the bonds. Proceeds of bond premium of $( 101,722) net of amortization of bond premium was
$103,631. 1,909
Some expenses reported in the governmental activities statement of activities do not require the use
of current financial resources and, therefore, are not reported as expenditures in governmental funds.
This is the amount of accrued interest on long-term debt. Change in accrued interest on bonds of
$ 466,386 ( 466,386)
Some expenses reported in the governmental activities statement of activities do not require
the use of current financial resources and, therefore, are not reported as expenditures in governmental
funds. This is the amount of change in compensated absences of $ 96,063. 96,063
The change in noncurrent loan advance discounts does not produce current financial resources to
governmental funds but these changes increase long-term assets in the statement of net assets.
The current change in noncurrent loan discounts was $ 173 (prior discount of $ 2,071 less current
discount of $ 1,898). 173
Internal service funds are used by management to charge the cost of insurance, health and liability
to individual funds. The net revenue (expense) of the internal service funds is reported in the
governmental activities statement of activities (net of amounts allocated to business-type activities
and fiduciary funds) not included in other reconciling items:
Self Insurance
Liability Health
Investment income $ 6,176 $
Operating expenses ( 701,368) ( 10,215,329)
Contributions for self-insurance 328,762 10,645,146
Net amount allocated to business-type activities ( 3,116)
Net $( 366,430) $ 426,701 60,271
Change in net assets of governmental activities (Exhibit 2) $ 10,435,144

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

COMPARATIVE STATEMENT OF NET ASSETS
PROPRIETARY FUNDS

September 30, 2010

Assets:
Current Assets:
Cash and temporary investments
Accounts receivable
Accrued interest
Due from other governments
Due from other funds
Prepaid expense
Inventory

Total current assets
Noncurrent Assets:
Capital Assets:

Land, buildings and runways

Equipment

Construction in progress

Accumulated depreciation
Total capital assets (net of accumulated depreciation)

Total noncurrent assets

Total assets
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Governmental
Business-Type Activities - Activities -
Enterprise Fund Internal
Restated Service
2010 2009 Funds
761,930 $ 919,685 $ 2,421,512
153,401 310,965 567
112 61
28,750
21,135
10,856 475 138,287
92,623 77,005
1,018,922 1,358,015 2,560,427
23,327,168 23,260,238
1,154,816 1,170,613
8,733,098 369,385
15,282,983) ( 14,538,151)
17,932,099 10,262,085 -0-
17,932,099 10,262,085 -0-
18,951,021 11,620,100 2,560,427

(continued)



BRAZORIA COUNTY, TEXAS
COMPARATIVE STATEMENT OF NET ASSETS

PROPRIETARY FUNDS - Continued
September 30, 2010

Liabilities:

Current Liabilities:
Accounts payable and accrued expenses
Compensated absences
Deferred revenue

Total current liabilities

Noncurrent Liabilities:
None

Total liabilities
Net Assets:
Invested in capital assets, net of related debt
Unrestricted

Total net assets

Adjustment to reflect the consolidation of internal service
fund activities related to enterprise funds

Net assets of business-type activities

The notes to the financial statements are an integral part of this statement.
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Exhibit 5
Governmental
Business-Type Activities - Activities -
Enterprise Fund Internal
Service
2010 2009 Funds
45885 $ 77,770 1,086,225
9,909 15,681
14,625 12,500
70,419 105,951 1,086,225
70,419 109,951 1,086,225
17,932,099 10,262,085
948,503 1,252,064 1,474,202
18,880,602 11,514,149 1,474,202
200 ¢ 2,016)
18,880,802 $ 11,512,133




BRAZORIA COUNTY, TEXAS

COMPARATIVE STATEMENT OF REVENUES, EXPENSES AND CHANGES
IN NET ASSETS - PROPRIETARY FUNDS

For the Year Ended September 30, 2010

Governmental
Business-Type Activities - Activities -
Enterprise Fund Internal
Service
2010 2009 Funds
Operating Revenues:
Sales of fuel and supplies $ 1,943001 $ 2563210 $
Cost of sales 1,443 326 1,872,927
Gross profit 499,675 690,283 -0-
Other Operating Revenue:
Contributions for self insurance 10,973,909
Rentals 406,860 373,758
Fees 144,217 216,966
Miscellaneous 14,455 127,948
Net operating revenue 1,065,207 1,408,955 10,973,909
Operating Expenses:
Salaries and wages 377,948 388,951
Employee benefits 146,346 143,748
Supplies 100,097 120,124
Other charges 352,412 389,061 10,916,698
Depreciation 837,751 821,197
Total operating expenses 1,814,554 1,863,081 10,916,698
Operating income (loss) ( 749,347) ( 454,126) 57,211
Non-Operating Revenues (Expenses):
Investment income 16,585 10,326 6,176
Gain (loss) on sale of assets 13,429
Operating grant revenue 43,086
Interest and fiscal charges ( 5,025)
Total non-operating revenues (expenses) 30,014 48,387 6,176
Net income (loss) before contributions and transfers ( 719,333) ( 405,739) 63,387
Capital contributions 8,085,786 354,225
Transfers in 349,500
Change in net assets 7,366,453 297,986 63,387
Net Assets:
Total net assets - beginning of year (restated) 11,514,149 11,216,163 1,410,815
Total net assets - end of year (restated) $ 18,880,602 $ 11,514,149 $ 1,474,202

(continued)
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BRAZORIA COUNTY, TEXAS
COMPARATIVE STATEMENT OF REVENUES, EXPENSES AND CHANGES

IN NET ASSETS - PROPRIETARY FUNDS - Continued Exhibit 6
For the Year Ended September 30, 2010

Business-Type Activities -
Enterprise Fund

2010 2009

Business-type Activities:

Adjustment to reflect the consolidation of internal service

fund activities related to enterprise funds $ 3116 $ 2,448
Change in net assets of business-type activities 7,369,569 300,434
Net Assets (Business-type Activities):

Total net assets - beginning of year (restated) 11,511,233 11,210,799

Total net assets - end of year $ 18,880,802 $ 11,511,233

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

COMPARATIVE STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For the Year Ended September 30, 2010

Cash Flows from Operating Activities:
Cash flows received from customers
Cash receipts from interfund services provided
Cash received from other funds
Cash paid to and on behalf of employees
Cash paid to suppliers and others

Net cash provided (used) by operating activities

Cash Flows from Noncapital Financing Activities:
Transfers from other funds
Cash received from operating grants

Net cash provided (used) by noncapital
financing activities

Cash Flows from Capital and Financing Activities:
Cash received from capital grants
Cash received from sale of capital assets
Acquisition of fixed assets
Principal payments on bonds
Interest and fees on bonds

Net cash provided (used) by capital financing activities

Cash Flows from Investing Activities:
Investment income

Net cash provided (used) by investment activities
Net increase (decrease) in cash

Cash and temporary investments - beginning of year
(including $ 103,023 reported as restricted assets)

Cash and temporary investments - end of year
(including $ 67,650 reported as restricted assets)
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Governmental
Business-Type Activities - Activities -
Enterprise Funds Internal
Restated Service
2010 2009 Funds
$ 2,696,970 $ 3,266,214 $
10,998,178
21,135 13,224
( 543,620) ( 532,372) ( 8,864,482)
( 1,940,165) ( 2,584,690) ( 2,542,735)
234,320 162,376 ( 409,039)
349,500
43,086
-0- 392,586 -0-
8,085,786 354,225
14,869
( 8,509,203) ( 338,327)
( 90,000)
( 5475)
( 408,548) ( 79,577) -0-
16,473 10,326 6,115
16,473 10,326 6,115
( 157,755) 485,711  ( 402,924)
919,685 433,974 2,824,436
$ 761930 $ 919685 $ 2,421512
(continued)



BRAZORIA COUNTY, TEXAS

COMPARATIVE STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS - Continued
For the Year Ended September 30, 2010

Reconciliation of Operating Income (Loss) to Net Cash Provided

(Used) by Operating Activities:
Operating Activities:
Operating income (loss)
Depreciation
Changes in Assets and Liabilities:
(Increase) Decrease In:
Accounts receivable
Due from other governments
Due from other funds
Prepaid expenses
Inventory
Increase (Decrease) In:
Accounts and accrued liabilities payable
Compensated absences
Deferred revenue

Net cash provided (used) for operating activities

Noncash Transactions Affecting Financial Position:
Net noncash transactions affecting financial position

Exhibit 7
Governmental
Business-Type Activities - Activities -
Enterprise Fund Internal
Service
2010 2009 Funds
$( 749,347) $( 454,126) $ 57,211
837,751 821,197
157,562 ( 17,685) 24,269
28,750 2,202
21,135 13,224
( 10,381) 1,966 ( 79,431)
( 15,618) ( 25,369)
( 31,885) ( 179,175) ( 411,088)
( 5,772) 327
2,125 ( 185)
$ 234320 $ 162,376 $( 409,039)
$ 0- $ 0- 3% 0

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

STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS Exhibit 8
September 30, 2010

Private-Purpose

Trust Fund
Historical
Commission Agency
Fund Funds
Assets
Cash and temporary investments $ 19,599 $ 17,699,942
Receivables:
Accounts receivable 42,959
Due from other funds 344
Total assets 19,599 $ 17,743,245
Liabilities
Accounts and accrued liabilities payable 3 1,155,517
Amounts held for others 16,587,728
Total liabilities -0- $ 17,743,245
Net Assets
Held in trust for historical commission 19,599
Total net assets $ 19,599

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

-38-



BRAZORIA COUNTY, TEXAS

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

For the Year Ended September 30, 2010

Additions
Contributions:
Private donations and sales

Investment Earnings:
Interest

Total additions

Deductions
Culture and recreation (historical commission)

Total deductions
Change in net assets

Net Assets
Net assets - beginning of the year

Net assets - end of the year

The notes to the financial statements are an integral part of this statement.
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Exhibit 9

Private-Purpose
Trust Fund

Historical
Commission

Funds

1,290

32

1322

132

132

1,190

18,409

$

19,599







BRAZORIA COUNTY, TEXAS
Notes to the Financial Statements
For The Year Ended September 30, 2010
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BRAZORIA COUNTY, TEXAS
Notes to the Financial Statements
For The Year Ended September 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting and reporting policies of Brazoria County, Texas (County) related to the funds in the
accompanying basic financial statements conform to accounting principles generally accepted in the United
States of America applicable to state and local governments. Generally accepted accounting principles for
local governments include those principles prescribed by the Governmental Accounting Standards Board
(GASB), the American Institute of Certified Public Accountants in the publication entitled Audits of State
and Local Governmental Units and by the Financial Accounting Standards Board (when applicable). As
allowed in Section P80 of GASB’'s Caodification of Governmental Accounting and Financial Reporting
Standards, the County has elected not to apply Financial Accounting Standards Board Statements and
Interpretations, Accounting Principles Board Opinions, and Accounting Research Bulletins of the
Committee of Accounting Procedure issued after November 30, 1989. The more significant accounting
policies of the County are described below.

Reporting Entity

In evaluating how to define the government, for financial reporting purposes, management has considered
all potential component units. The decision to include a potential component unit in the reporting entity was
made by applying the criteria set forth in GAAP. Based upon the application of these criteria, the following
is a brief review of each potential component unit addressed in defining the County's reporting entity.
Financial statements for component units can be obtained from the office of the County Auditor.

Included in the reporting entity:

Brazoria County, Texas (Primary Government) -

The County is a political subdivision of the State of Texas. The County is governed by the Commissioners’
Court, composed of four elected County Commissioners and an elected County Judge. Each of these
officials serves a term of four years. The primary activities of the County include: the construction and
maintenance of county roads, provision of public safety through a sheriff's department, support of area fire
protection and ambulance service, administration of justice, correctional facilities, health and welfare
services, culture and recreation through libraries, parks and a museum, operation and maintenance of an
airport, and other social and administrative services.

For the year ended September 30, 2010, no other organizations have been combined for either blended or
discrete presentation in the County's financial statements. The following organizations are not considered
"related organizations."

Excluded from the reporting entity:

Adult Probation -

This entity is considered a separate agency of the State of Texas. While the County provides office space,
utilities, telephone and certain supplies, the operations of this unit are primarily provided for by the State. A
separate board develops the operating budget, which is also approved and controlled by the State of
Texas. Required County expenditures are disclosed as a department within the General Fund function of
Corrections. Due to custodial responsibility, the accounts of this entity are reported as an Agency Fund of
the County.

Brazoria County Fair Association -
The County owns the premises where the annual County Fair is held; however, all financial matters related
to the Fair and the Fair Association operating polices are the responsibility of a separate board.
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BRAZORIA COUNTY, TEXAS
Notes to the Financial Statements
For The Year Ended September 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Reporting Entity - continued

Brazoria County Appraisal District -

This is a separate entity providing property appraisal services to all taxing units within the county. This
entity has its own governing board, elected by the various taxing units, which it serves; however, the taxing
units do not designate management or significantly influence operations. The Appraisal District's cost of
operations is divided on a prorated basis among the various taxing units within the county. Brazoria
County's share of this cost is disclosed within the General Fund under the Financial Administration function.

City Libraries -

The only library owned and operated by Brazoria County is the central library located in the city of
Angleton. There are other libraries located in municipalities throughout the county. The County provides
for employee salaries in these libraries and the purchase of books and some supplies. The various
municipal library premises are owned and maintained by the various municipalities.

Brazoria County Children's Protective Services -

Brazoria County Children's Protective Services (CPS) was created by a mandate from the Texas
Legislature, Title I, Section 34. CPS investigates reports of neglected and abused children and provides
foster care, institutional care and adoptive placements for children who cannot live with their parents. The
Commissioners’ Court appoints the CPS Board. The CPS Board appoints an Executive Director to
administer the day-to-day operation. CPS is excluded from the reporting entity because the County does
not have the ability to exercise influence over its daily operations. The State of Texas directly pays all
salaries and related personnel costs of this organization. The County pays some related expenditures,
which are disclosed under the department of Child Welfare within the General Fund function of Health and
Welfare.

Other entities within the county which provide similar services but are not included in the reporting entity
because they do not meet the criteria are: municipalities, school districts, drainage districts, hospital
districts, water districts and various non-profit organizations.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of activities
report financial information on all of the nonfiduciary activities of the primary government). For the most
part, interfund activity has been removed from these statements; however, interfund services provided and
used are not eliminated in the process of consolidation. Governmental activities, which normally are
supported by taxes and intergovernmental revenues, are reported separately from business-type activities,
which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given program
are offset by program revenues. Direct 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 provided by a given program and 2) operating
or capital grants and contributions that are restricted to meeting operational or capital requirements of a
particular program. Taxes and other items not properly included among program revenues are reported
instead as general revenues.
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BRAZORIA COUNTY, TEXAS

Notes to the Financial Statements

For The Year Ended September 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Government-Wide and Fund Financial Statements - continued

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds, even though the latter are excluded from government-wide financial statements. Major individual
governmental funds and major individual enterprise funds are reported as separate columns in the fund
financial statements. The County has only one enterprise fund.

Measurement Focus, Basis Of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary and fiduciary fund (excluding agency
funds) financial statements. Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related 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.

Governmental fund financial statements are reported using the current financi