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Ingram,Wallis &Co.p.c.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

Brazos County Board of Health
Brazos County Health District
Bryan, Texas

We have audited the accompanying financial statements of the governmental activities and the
general fund of the Brazos County Health District, (“the Department”) as of and for the year ended
September 30, 2012, which collectively comprise the Department’s basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the Department’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.

As discussed in Note 1, the financial statements present only the Brazos County Health District and
are not intended to present fairly the financial position of Brazos County, Texas and the results of its
operations in conformity with generally accepted accounting principles.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and the general fund of the Department,
as of September 30, 2012, and the respective changes in financial position 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 February
1, 2013, on our consideration of the Department’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements
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and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be considered
in assessing the results of our audit.

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and other required supplementary information on pages 3
through 8 and 33 through 34 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We
do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Department’s financial statements as a whole. The statistical section is
presented for purposes of additional analysis and is not a required part of the financial statements.
The statistical section has 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 it.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)
For the Year Ending September 30, 2012

This section of the Brazos County Health Distritte(“Department”) annual financial report
presents management’s discussion and analysis (“MD&f the financial performance of the
primary government during the fiscal year ended&uaper 30, 2012. Please read the MD&A in
conjunction with the Department’s basic financiatements following this section.

FINANCIAL HIGHLIGHTS

» The total government-wide assets of the Departreecgeded the liabilities at September 30,
2012 by $691,871, and are reported as total nettsasd the primary government. Of this
amount, $366,332 (unrestricted net assets) maysee 10 meet ongoing obligations to citizens
and creditors, and $325,539 is invested in capiaéts.

* As of September 30, 2012, the Department goverrmhdand reported fund balance of
$1,628,980, 99.97% of which is available to meet Drepartment’s current and future needs
(unassigned fund balance). The remaining 0.03%orspendable for prepaid expenses. The
fund balance represents 58% of total governmeutal &xpenditures.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to sesvamaintroduction to the Department’s basic
financial statements. The Department’s basic firelnstatements are comprised of three
components: 1) government-wide financial stateme)téund financial statements and 3) notes
to the basic financial statements. Required supgtgary information is included in addition to
the basic financial statements.

Government-wide financial statements are desigogadvide readers with a broad overview of
Department finances, in a manner similar to a pehsctor business. They include a statement
of net assets and a statement of activities. Bdbtthese statements are presented using the
accrual method of accounting; therefore, revenunéseapenses are taken into account regardless
of when cash is received or paid.

The statement of net assets presents informatiall @epartment assets and liabilities, with the
difference between the two reported as net as§dsr time, increases or decreases in net assets
may serve as a useful indicator of whether thenfired position of the Department is improving

or deteriorating.

The statement of activities presents informatioomehg how net assets changed during the most
recent fiscal year. All changes in net assetggperted as soon as the underlying event giving
rise to the change occurs, regardless of the timingelated cash flows. Thus, revenues and
expenses are reported in this statement for soemesithat will result in cash flows in future
fiscal periods.



Brazos County Health District
MD&A — For Year Ended September 30, 2012 (Continued

The governmental activities of the Department idellgeneral administration, environmental
services, clinic services, lab services, immunaatservices, tuberculosis services, regional
health programs and the bioterrorism preparednesgam.

Funds are groupings of related accounts that aed tes maintain control over resources that
have been segregated for specific activities oeailyjes. The Department uses fund accounting
to ensure and demonstrate finance-related legapkance. The Department maintains only a
General Fund — a governmental fund.

Governmental funds are used to account for esd#igntiae same functions reported as
governmental activities in the government-wide ficial statements. However, unlike the
government-wide financial statements, governmefuiladl financial statements focus on near-
term inflows and outflows of spendable resourcesyell as on balances of spendable resources
available at the end of the fiscal year. Suchrmfition may be useful in evaluating the
Department’s near-term financing requirements.

Because the focus of governmental funds is narr¢maer that of the government-wide financial
statements, it is useful to compare the informagicesented for governmental funds with similar
information presented for governmental activitisghe government-wide financial statements.
By doing so, readers may better understand thetlenmg impact of the government’s near-term
financing decisions. Both the governmental fundahee sheet and the governmental fund
statement of revenues, expenditures, and changasdihbalance provide a reconciliation to
facilitate this comparison between the governmetadl and governmental activities.

Notes to the financial statements provide additianformation that is essential to a full
understanding of the data provided in the governmase and fund financial statements. The
notes can be found on pages 1568fhis report.

Required supplementary information is presentecceonng the Department’'s General Fund
budgetary schedule. The Department adopts an htugget for this fund. A budgetary
comparison schedule, which includes the original famal amended budget and actual figures,
has been provided to demonstrate compliance wighbtidget. Also presented in this section are
the Schedule of Funding Progress for the Texas t9amd District Retirement System and the
Schedule of Funding Progress for Other Post EmpéoynBenefits. Required supplementary
information can be found on pages 33-34 of thiorep

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over timesefl indicators of a government’s financial

position. In the case of the Department, asseteasled liabilities by $691,871 at the close of
the most recent fiscal year. Comparative infororafor fiscal year 2011 and 2012 is presented
in the following table.



Brazos County Health District
MD&A — For Year Ended September 30, 2012 (Continued

Condensed Statement of Net Assets
September 30, 2012
With Comparative Totals September 30, 2011

2012 2011
Governmental Governmental
Activities Activities
Current assets $1,752,27% 1,581,33-
Capital assets 325,539 353,03(
Total assets 2,077,814 1,934,36-
Current liabilties 159,355 131,34
Other liabilties 1,226,588 964,51
Total liabilties 1,385,943 1,095,85°
Net assets:
Invested in capital assets 325,539 353,03
Unrestricted net assets 366,332 485,47
Total net assets $ 69187% 838,50

The largest portion of the Department’'s currencdisyear net assets (53%) reflects its
unrestricted net assets, which may be used to theeDepartment’'s ongoing obligations to
citizens and creditors.

The remaining balance of the Department’s curréstaf year net assets (47%) represents
investment in capital assets (e.g. leasehold ingm@nts, equipment and vehicles). The main
use of these capital assets is to provide sent@estizens; consequently, these assets are not
available for future spending.

At the end of the current fiscal year, the Departhreported a decrease of net assets in its
governmental activities. The principal componeinthis decrease ($146,636) can be attributed
to the GASB 45 reporting requirement for “Other tP&mployment Benefits” that totaled
$262,776 for 2012.



Brazos County Health District
MD&A — For Year Ended September 30, 2012 (Continued

The following table indicates changes in net asiegtgovernmental activities:

Changes in Net Assets

Gover nmental Activities

2012 2011

Revenues:

Programrevenues:

Charges for services $ 776,756 $ 786,680
Operating grants and contributions 863,218 1,289,998
General revenues:

Funding from Brazos County 626,361 607,964
Funding from City of Bryan 326,500 351,500
Funding from City of College Station 327,540 352,540
Unrestricted investment earnings 6,788 5,754
Miscellaneous 7,907 5,914
Total revenues 2,935,070 3,400,350
Expenses:

Administration 436,991 400,939
Environmental 763,598 793,983
Clinic 296,088 295,595
Lab 175,760 163,077
Immunization 898,763 1,240,651
Regional health 194,180 165,346
Bioterrorism preparedness 227,534 267,927
Tuberculosis 88,792 85,885
Total expenses 3,081,706 3,413,403
Change in net assets (146,636) (13,053)
Net assets - beginning 838,507 851,560
Net assets - ending $ 691,871 $ 838,507




Brazos County Health District
MD&A — For Year Ended September 30, 2012 (Continued

FINANCIAL ANALYSIS OF FUNDS

Governmental Fund - The Department’'s major gerggraérnment functions are contained in the
General Fund. The focus of the Department’s gériera is to provide information on near-
term inflows, outflows, and balances of spendaesources. Such information is useful in
assessing the Department’s financing requiremelmsarticular, unassigned fund balance may
serve as a useful measure of a government’s netiness available for spending at the end of
the fiscal year.

The General Fund is the only operating fund of Erepartment. At September 30, 2012, the

Department’s general fund reported fund balance$10628,980, an increase of $140,122 in

comparison with the prior year. 99.97% of the flnatance constitutes unassigned fund balance,
which is available to meet the Department’s curgerd future needs. The remaining 0.03% is

nonspendable for prepaid expenses.

At September 30, 2012, the General Fund reportedntees of $2,935,070, a decrease of
$465,280 or 14% from the prior year. The decreasprimarily due to a reduction in grant
funding from the Department of State Health Sejigehich lowered grant revenues by 33%.

A reduction in grant funding from the DepartmentSiate Health Services contributed to the
decrease of $348,668 or 34% in the departmentg@lastipnd capital outlay expenditure category
for 2012.

BUDGETARY HIGHLIGHTS

The Department received in-kind support from itanber entities and the Texas Department of
State Health Services (DSHS). The budget for tben®y in-kind support for the current fiscal
year was based on the FY2012 Consolidated Locatré&leBervices, Cost Allocation Plan &
Indirect Cost Rate Proposal for Brazos County, $exBhe indirect cost rate available at time of
budget preparation and used for FY2012 was 11.35%.

At the end of the fiscal year, actual revenues wi4d5,506 less than the final amended
budgeted amount (which includes all in-kind support

At the end of the fiscal year, actual expenditunese $965,137 less than the final amended
budgeted amount (which includes all in-kind support

CAPITAL ASSETS

The Department’s investment in capital assetstéogavernmental activities as of September 30,
2012, amounted to $325,539 (net of accumulatededegiion). This investment in capital assets
includes leasehold improvements, equipment, andiclesh The total decrease in the
Department’s investment in capital assets for theent period was $27,491 or 8%. The



Brazos County Health District
MD&A — For Year Ended September 30, 2012 (Continued

decrease was due to the depreciation expense @52 This was offset by the purchase of a
vehicle for the Environmental Health Services dos

ECONOMIC FACTORS

The Brazos County Board of Health (“the Board”) pigal the 2012-2013 budget on September
26, 2012. The budget was adopted based on estirbatances that would be available at the
end of fiscal year 2012 and estimated revenuestrebeived in fiscal year 2013. The Board
considered the following factors:

* Grant revenues are expected to increase 16.67%lwv@012 budgeted revenue.

* Expenditures are anticipated to increase 3.9% franprior year.

* The contribution from Brazos County, City of Cokeétation, and City of Bryan are
expected to remain unchanged.

REQUESTSFOR INFORMATION

This financial report is designed to provide a gaheverview of the Department’s finances for
all those with an interest in the Department’'s fices. Questions concerning any of the
information provided in this report or requests &utditional financial information should be

addressed to the Brazos County Auditor's Office) South Texas Avenue, Suite 218, Bryan,
Texas, 77803.



BRAZOSCOUNTY HEALTH DISTRICT
STATEMENT OF NET ASSETS
September 30, 2012

Governmental
Activities
ASSETS
Current Assets:
Cash $ 1,651,133
Prepaid Expenditures 450
Receivables:
Department of State Health Services 91,463
Other 9,229
Total Current Assets 1,752,275
Noncurrent Assets:
Capital assets:
Leasehold improvements 846,563
Machinery and equipment 672,056
Less: Accumulated depreciation (1,193,080)
Total Noncurrent Assets 325,539
Total Assets $ 2,077,814
LIABILITIES
Current Liabilities:
Accounts payable $ 59,536
Accrued salaries and benefits 63,759
Compensated absences 36,060
Total Current Liabilities 159,355
Noncurrent Liabilities
Due within one year 9,015
Due in more than one year 1,217,573
Total Noncurrent Liabilities 1,226,588
Total Liabilities 1,385,943
NET ASSETS
Invested in capital assets 325,539
Unrestricted 366,332
Total Net Assets $ 691,871

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



BRAZOSCOUNTY HEALTH DISTRICT
STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2012

Program Revenues

Net (Expense) Revenue and

Operating Changesin Net Assets
Charges Grantsand Governmental
Functions/Programs Expenses for Services Contributions Activities
Primary Government
Governmental activities:
Administration $ 436,991 $ - $ - $ (436,991)
Environmental 763,598 567,655 - (195,943)
Clinic 296,088 29,868 - (266,220)
Lab 175,760 62,009 - (113,751)
Immunization 898,763 103,019 603,163 (192,581)
Regiona Hedlth 194,180 - 106,622 (87,558)
Bioterrorism 227,534 - 134,224 (93,310)
Tuberculosis 88,792 14,205 19,209 (55,378)
Tota $ 3,081,706 $ 776,756 $ 863,218 (1,441,732)
General revenues:
Funding from Brazos County 626,361
Funding from City of Bryan 326,500
Funding from City of College Station 327,540
Unrestricted investment earnings 6,788
Miscellaneous 7,907
Total general revenues 1,295,096
Changein net assets (146,636)
Net assets - beginning 838,507
Net assets - ending $ 691,871

The accompanying notes are an integral part of the financial statements.
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BRAZOSCOUNTY HEALTH DISTRICT
BALANCE SHEET - GOVERNMENTAL FUND

September 30, 2012

ASSETS
Cash
Prepaid Expenditures
Receivables:
Department of State Health Services
Other

TOTAL ASSETS

LIABILITIESAND FUND BALANCE
Liabilities
Accounts Payable
Accrued Salaries and Benefits

Total Liabilities

Fund Balance
Nonspendable Fund Balance
Unassigned Fund Balance
Total Fund Balance

TOTAL LIABILITIESAND FUND BALANCE

Total
Governmental
Fund

$ 1,651,133
450

91,463
9,229

$ 1,752,275

$ 59,536
63,759

123,295

450
1,628,530

1,628,980

$ 1,752,275

The accompanying notes are an integral part of the financial statements.
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BRAZOS COUNTY HEALTH DISTRICT
RECONCILIATION OF BALANCE SHEET - GOVERNMENTAL FUND TO THE
STATEMENT OF NET ASSETS
September 30, 2012

Total fund balance--gover nmental fund $ 1,628,980

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

Capital assets used in governmental activities are not financial resources and therefore are
not reported as assets in governmental funds. 325,539

Liabilites for compensated absences are due within one year, but are not reported as (36,060)
liabilitiesin the funds.

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

Compensated absences (9,015)
OPEB Obligation (1,217,573)
Total net assets--governmental activities $ 691,871

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

12



BRAZOS COUNTY HEALTH DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGESIN FUND BALANCE
GOVERNMENTAL FUND
For the Year Ended September 30, 2012

Total
Governmental
Fund
REVENUES
Intergovernmental
Brazos County $ 626,361
City of Bryan 326,500
City of College Station 327,540
State of Texas 863,218
Program Income
Health Service Fees 518,165
Clinic 147,092
Environmental 49,490
Laboratory 62,009
Interest 6,788
Other 7,907
TOTAL REVENUES 2,935,070
EXPENDITURES
Current
Salary and Wages 1,374,577
Employee Benefits 461,705
Departmental Support 649,300
Repairs and Maintenance 63,677
Minor Acquisitions 21,219
Contract Services 6,676
Facility 109,040
Professional Services 83,637
Capital Outlay 25,117
TOTAL EXPENDITURES 2,794,948
Excess of Revenues over Expenditures 140,122
FUND BALANCE, BEGINNING OF YEAR 1,488,858
FUND BALANCE, END OF YEAR $ 1,628,980

The accompanying notes are an integral part of the financial statements.
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BRAZOSCOUNTY HEALTH DISTRICT

RECONCILIATION OF CHANGESIN FUND BALANCE - GOVERNMENTAL FUND TO

CHANGESIN NET ASSETS- GOVERNMENTAL ACTIVITIES
For the year ended September 30, 2012

Net changein fund balances--gover nmental fund $

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

Governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. Thisisthe amount by
which depreciation expense exceeded capital outlaysin the current period.

Certain long-term liabilities are accrued at the government-wide level
but not at the fund level. Thisisthe current year change in those liabilities,
reported as expense in the statement of activities.

The OPEB obligation per GASB 45 are accrued at the government-wide level
but not at the fund level. Thisisthe current year change in those liabilities,
reported as expense in the statement of activities.

140,122

(27,491)

3,509

(262,776)

Changein net assets of gover nmental activities $

(146,636)

The accompanying notes are an integral part of the financia statements.
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BRAZOS COUNTY HEALTH DISTRICT
NOTESTO THE BASIC FINANCIAL
STATEMENTS






BRAZOS COUNTY HEALTH DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Brazos County HeBlitrict (“the Department”) have been
prepared in conformity with accounting principlemngrally accepted in the United States of
America (“GAAP”) for local government units. Theo@rnmental Accounting Standards
Board (“GASB”) is the accepted standard setting ybdor establishing governmental
accounting and financial reporting principles. Thest significant accounting and reporting
policies of the Department are described in thiefdhg notes to the financial statements.

A. Reporting Entity

The Department was organized in 1939 and sinceugtugl, 1984, has operated as a Public
Health District as provided in the Local Public HeaReorganization Act (“the Act”). It
operates under the name of Brazos County Healttri@is The member entities are Brazos
County, the City of Bryan, and the City of Colle§&tion. The Act requires it to provide at
least the following services:

1. Personal health promotion and maintenance,

2. Infectious disease control and prevention;

3. Environmental and consumer health programs foretifercement of health
and safety laws related to food, water, waste obngeneral sanitation and
vector control;

4. Public health education and information;

5. Laboratory testing services;

6. Administrative oversight and control.

Certain grants received by the Department havetiaddl specific requirements as to the
services required.

Six appointed representatives, known as the Br&msity Board of Health (“the Board”)
govern the Department. Two representatives areiged from each member entity. The
director of the Department serves as an ex-officin-voting member.

The Department reports only on its own activitidere are no other activities over which it
has the ability to exercise significant oversigleisponsibility that the Governmental
Accounting Standards Board requires be includatsifinancial reporting.

For financial reporting purposes, GASB statemeatlM (The Financial Reporting Entity)
defines the reporting entity as the primggvernment and its component units. The
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

A. Reporting Entity continued

Department is the primary government. The finanstatements include all funds and
account groups for which the Board is financialbc@untable. There are no entities that
meet the criteria as a component unit of the Depent.

B. Government-wide Financial Statements

Government-wide financial statements consist of Statement of Net Assets and the
Statement of Activities. These statements repddrmation on all of the non-fiduciary
activities of the primary government. Governmeatzlvities are supported by contributions
from Brazos County, City of Bryan, City of Colle@ation, grants awarded by the Texas
Department of State Health Services (DSHS) andgelsafior services.

The government-wide financial statements are pegparsing the economic resources
measurement focus and the accrual basis of acoguntUnder this measurement focus,
revenues are recorded when earned and expensescarded at the time liabilities are

incurred, regardless of the timing of cash flow@rants and similar items are recognized as
revenue as soon as all eligibility requirementsasgal by the provider have been met.

C. Fund Level Financial Statements

All governmental funds use the modified accrualiba$ accounting. Under the modified

accrual basis of accounting, revenues are recogimien susceptible to accrual (i.e., when
they become both measurable and available). "Mebki means the amount of the
transaction can be determined and "available" mealbsctible within the current period or

soon enough thereafter to be used to pay lialslitethe current period. The Department
considers revenues as available if they are celieawithin 60 days after year-end.

Expenditures are recorded when the related fumditiais incurred. Expenditures related to
compensated absences and claims and judgmentscarded only when payment is due.

Grants and entitlement revenues are susceptibdedual. Encumbrances are used during
the year and all outstanding encumbrances lapstheatend of each fiscal year. All
governmental funds are accounted for on a spentingncial flow" measurement focus.
This means that only current assets and currehilifias are generally included on their
balance sheets. Their reported fund balance (me¢rtt assets) is considered a measure of
"available spendable resources.” Governmental bpetating statements present increases
(revenues and other financing sources) and de@d¢espenditures and other financing uses)
in net current assets. Accordingly, they are saidresent a summary of sources and uses of
"available spendable resources" during a period.

The Department's accounts are organized on the bhsne fund, which is considered to be
a separate accounting entity. The operations offuhd are accounted for by providing a
separate set of self-balancing accounts, whiclcangprised of the fund's assets, liabilities,
fund equity, revenues and expenditures or expefi$es Department reports the following
fund:

16



NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

C. Fund Level Financial Statements ontinued

General Fund - The General fund is the generalabipgy fund of the Department. It is used
to account for all financial resources. This fundudes all the available operating revenues
and available grant funding. The fund accumulagssrves for future capital improvements
and unforeseen catastrophic events.

D. Cash And Cash Equivalents and Investments

The Department defines all cash, money marketwadsp and certificates of deposit that
have an original maturity date of ninety days @slas cash or cash equivalents. Cash and
cash equivalents are short term; liquid investmémas may be converted to cash (see Note
3). The Department uses a pool method (in conjomatith Brazos County) to account for
cash and cash equivalents. Equity in cash andemgsialents and interest income from the
cash pool is allocated to the patrticipating fundsaomonthly basis. The amount of the
allocation is determined by calculating a ratioeath fund’s equity in the pool to the total
pool.

All Department funds must be on deposit with th@az®s County depository. The Board
may instruct the Director to invest funds as predidy law. Investments are stated at fair
value. At the end of the fiscal year, the Departhtid not have any invested funds.

E. Capital Assets

Capital assets include leasehold improvements,cleshi machinery, furniture, equipment,
and other systems that are used in operations enefib more than a single fiscal period.
Capital assets are defined by the Department atsasgh an initial, individual cost of more
than $5,000 and an estimated useful life in exoésme year. Building improvements with
an estimated cost to exceed $100,000 are capdalize

When capital assets are purchased, they are ¢apitadnd depreciated in the government-
wide financial statements. Capital assets arerdecbas expenditures of the current period
in the governmental fund financial statements.

Capital assets are valued at cost where historgzadrds are available and at an estimated
historical cost where no records exist. Donatqutahassets are valued at their estimated
fair market value on the date received.

Improvements to capital assets that materiallyrektée life of the asset or add to the value
are capitalized. Other repairs and normal maimesaare not capitalized. Capital assets are
depreciated over the useful lives of the assetdamses of assets on a straight-line basis as
follows:
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

E. Capital Assets continued
Buildings and improvements 20 - 40 years
Machinery and equipment 3 - 10 years
Leasehold improvements 5 years or term of the lease

F. Compensated Absences

All full-time employees are granted vacation amck deave benefits based on length of
service. Non-exempt employees may earn compensétae off for overtime worked.
Employees are entitled to receive accumulated i@caay earned in a lump sum payment if
their employment is terminated. The related aatruacation payable and accumulated
compensatory time has been accrued as an expexsa dability at year-end in the
government-wide financial statements. Accumulat®tt leave benefits are not recorded,
being lost upon termination of employment. 80%tlu vacation payable is accrued as
“liability for compensated absences” in the goveentawide statements at year-end, while
20% is reported as a “noncurrent liability due witbne year”. 80% is classified as a current
liability because the Department’s policy requitieat the vacation hours accumulated from
the previous year must be used up first in theeturyear and 20% represents the maximum
possibly accrued in the prior year but not usethupe current year.

G. Fund Balances

The Brazos County Board of Health meets on a redudais to manage and review cash
financial activities and to ensure compliance witlte established policies. It is the
Department’s policy to fund current expenditureshweurrent revenues. The Department
strives to maintain a diversified and stable rewestream to protect the department from
problematic fluctuations in any single revenue seuand provide stability to the ongoing
services. The Department’s highest level of denisnaking authority resides in its Board of
Health. The Board can commit and assign amountseasled for specific purposes. It
usually requires a special meeting or a resolufiiorthe change in committed fund balance
arrangements. The Department’s unassigned furathbalwill be maintained to provide the
department with sufficient working capital and argia of safety to address local and
regional emergencies without borrowing.

The Department has implemented GASB 54, “Fund RalaReporting and Governmental
Fund Type Definitions,” for its governmental fundJnder GASB 54, fund balances are
required to be reported according to the followttassifications:

Nonspendable fund balance — Includes amounts #ratot be spent because they are
either not in spendable form, or, for legal or caatual reasons, must be kept intact.
This classification includes inventories, prepanmdoants, assets held for sale, and long-
term receivables.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

G. Fund Balances continued

Restricted fund balance — Constraints placed onute of these resources are either
externally imposed by creditors (such as throught devenants), grantors, contributors
or other governments; or are imposed by law (thhoggnstitutional provisions or
enabling legislation).

Committed fund balance — Amounts that can only $eduor specific purposes because
of a formal action (resolution or ordinance) by tgevernment’s highest level of
decision-making authority.

Assigned fund balance — Amounts that are consiayethe Department’s intent to be
used for specific purposes, but that do not mesettheria to be classified as restricted or
committed. Intent can be stipulated by the goveyribody, another body (such as a
Finance Committee), or by an official to whom thathority has been given. With the
exception of the General Fund, this is the residuald balance classification for

governmental funds with positive balances.

Unassigned fund balance — This is the residuatifieation of the General Fund. Only
the General Fund reports a positive unassigned thalehce. Other governmental funds
might report a negative balance in this classiftcgtas the result of overspending for
specific purposes for which amount had been résttjcommitted or assigned.

The Department currently uses the classificatiohsimassigned and nonspendable fund
balance; however the Board may authorize amounie tassigned for specific purposes at
some future time. It is also authorized to comamniiounts for specific purposes. The Board
has set a policy to maintain a minimum fund balaot&5% of budgeted expenditures
including all in-kind.

NOTE 2 - BUDGETARY LEGAL COMPLIANCE

Appropriations for total budget cannot exceed totégburces, as forecast by the Director of
the Department, which will be available for the iyedhis is the legal level of control for the
Department’s budget. Expenditures may not excaethdted appropriations at the fund
level. Administrative control is maintained thrduthe establishment of more detailed line-
item budgets. Amendments increasing budget apjatoprs are restricted to those for
“emergency expenditures, in case of grave publeessty, to meet unusual and unforeseen
conditions that could not, by reasonably diligdmught and attention, have been included in
the original budget.”

The Department establishes a budget for its Gerrenatl. The budget is established on a
classified basis. This report details complianicéha classified level. The Director monitors
the budget at the required level of legal compkammnd will not approve requisitions,
purchase orders, or invoices unless appropriatedsfare available within the departmental
classification.
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NOTE 2 - BUDGETARY LEGAL COMPLIANCE continu ed

The budget for the General Fund is legally adopteda basis consistent with GAAP
(modified accrual basis). The Department employ®m@cumbrance accounting system as a
method of accomplishing budgetary control. At yead, open encumbrances are closed.
The Department is required to re-appropriate timel$uvithin the following year’s budget.

The Board must approve the original budget appatipris and subsequent amendments and
adjustments. The Director is required to monitoe £xpenditures in comparison to that
which has been appropriated. The following schedidtails the changes in the original
budget appropriations for the General Fund:

ORIGINAL BUDGET AS AMENDED

Original
Budgeted Supplemental Original
Classification Expenditures  Appropriations As Amended
Salary and wages $ 1,384,233 3,836 $ 1,388,068
Employee benefits 529,736 310 530,046
Departmental support 248,893 38,827 287,720
Repairs and maintenance 131,500 (1,136) 130,364
Minor Acquisitions 28,750 12,784 41,534
Contract services 30,000 (8,146) 21,854
Professional services 129,000 (125) 128,875
Capital Outlay 25,000 125 25,125
TOTALS $ 2,507,111 $ 46,475 $ 2,553,586

In addition to the budget for internally generatiemhds, the Board also approves the
anticipated support provided to the Department mimer entities and DSHS during the
fiscal year. Accordingly, the Department providese services to member entities, state
agencies, and indigents. In-Kind contributionsereed are included in the financial

statements based on values provided by the cotitrghentities as follows:

IN-KIND BUDGETARY SUPPORT SCHEDULE

Original
Budgeted Supplemental Original
Classification Expenditures  Appropriations As Amended
Salary and wages $ 157,116 - $ 157,110
Departmental support 939,847 502 940,349
Minor Acquisitions - - -
Professional services - - -
Facility & equipment rental 109,040 - 109,040
TOTALS $ 1,205,999 $ 50z $ 1,206,49
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NOTE 2 - BUDGETARY LEGAL COMPLIANCE contin ued

The In-Kind support provided to the Departmenttisymember entities and DSHS during the
fiscal year is included in the actual expenditurethe Statement of Revenues, Expenditures
and Changes in Fund Balance — Governmental Fuhd.attual support can be broken down
as follows:

Brazos College
County Bryan Station DSHS Total
Monetary $ 326,500 $ 326,500 $ 326,500 $ 415,742 $ 1,395,242
In-Kind
Salary and wages 140,112 - - - 140,112
Departmental support 44,148 - - 447,476 491,624
Professional services 7,601 - - - 7,601
Facility 108,000 - 1,040 - 109,040
Subtotal In-Kind 299,861 - 1,040 447,476 748,377
TOTALS $ 626,361 $ 326,500 $ 327,540 $ 863,218 $ 2,143,619

The Department received $447,476 in immunizatio imarmacy supplies from DSHS for
the year. This amount is $432,521 less than albyiludgeted for 2012.

NOTE 3 — CASH, CASH EQUIVALENTS AND TEMPORARY INVES TMENTS

Chapter 2257 of the Texas Government Code, alewikras the Public Funds Collateral Act,
provides guidelines for the amount of collaterattis required to secure the deposit of
public funds. It requires that the deposit of puliinds be collateralized in an amount not
less than the total deposit, reduced by the amofirthe Federal Depository insurance
(FDIC) available.

The Department deposits all funds received withBnazos County Treasurer’s office. The
Department, through an Inter-Local Agreement withez®s County follows the same
depository agreement used by Brazos County.

The Brazos County depository agreement with Qutihp&NA requires collateralization with a

fair market value of at least 102% of County fuimdexcess of $250,000 on deposit in the
bank. At September 30, 2012, the carrying amouohtthe Department’s deposits were
$1,651,133 reported as “Cash and Cash Equivalenttfie balance sheet.

The Department is authorized (by the Texas Publinds Investment Act, Texas Civil
Statutes, and Article 842a-2, as amended) to pseshsell, and invest its funds and funds
under its control. At September 30, 2012, all Depant funds were deposited in the County
depository and are reflected on the financial stetgs as cash.
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NOTE 4 — CAPITAL ASSETS

Capital asset activity for the year ended SepterBBeR012 was as follows:

Governmental activities:

Capital assets, being depreciz
Leasehold improvemetr

Building

Machinery and equipme

Total capital assets being depreci

Less accumulated depreciation
Leasehold improvemer

Building

Machinery and equipme

Total accumulated depreciat

Total capital assets, being depreciated, net

Depreciation expense was charged to functions/progras follows:

Governmental activities:
Administration
Environmental
Bioterrorism

Balance at Balance at
October 1, September 3l
2011 Additions Deletions 2012
$ 846,56: $ - $ -$ 846,56.
48,00( - 48,00(
598,93¢ 25,117 624,05¢
1,493,50: 25,117 1,518,61
(846,56° - (846,56:
(9,60C (2,40C (12,00
(284,30¢ (50,20¢ (334,517
(1,140,472 (52,60¢ (1,193,08(
8038 $ (27,491) $ - $ 325,539
$ 2,693
6,138
43,777
82,60

Total depreciation expense — governmental activitie®
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NOTE 5 - OPERATING LEASES

The Department entered into an operating leasagltire year ended September 30, 2008, for the
use of photocopying equipment. The future mininkease payments for this lease are as follows:

Year Ended September 30,Amount

2013 $4,200
Total $4,20C

The Department has two additional operating leasesntly in force that are not formal. The
leases have no minimum annual lease requirementuandor office space. The leases are
provided (in-kind) by District members: Brazos Ciyifexas, a facility with a fair market annual
lease value of $108,000; and the City of Colleggi@t, clinic office space with an annual lease
value of $1,040.

NOTE 6 — OTHER LIABILITIES

Compensated Absences

The cost of the Department’s liability for competeshabsences is calculated at the end of
the fiscal year based on the employee’s pay rafetla accumulated vacation hours earned
but not taken. 80% of the cost is reported asreentliability to the Department and 20% is
reported as a noncurrent liability due within oreary in the government-wide financial
statements.

The Department began accruing the associated kerfieficompensated absences starting
fiscal year 2005. Changes in compensated absémdbs governmental activities for the
year ended September 30, 2012 were as follows:

Balance at Accrued Compensatory Balance at Amount
October 1  Compensatory Time & September Due Within
2011 Time & Vacation Vacation 30,2012 One Year
Expenditures
Governmental Activities $ 48,584  $ 782 $ (80,757) $ 45,075% 36,060
Total $ 48,584 $ 77,248 % (80,757) $ 45,075 $ 36,060
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NOTE 7 — RISK MANAGEMENT

The Department participates in a workers’ compemsgbool administered by the Texas
Association of Counties along with Brazos Countyhe Texas Association of Counties
handles claims adjusting and related administragemices for the program. Premiums are
evaluated annually by position class code at aetiliardetermined rates. The County’s
workers’ compensation program provides medical adeémnity payments as required by
law for on-the-job related injuries and is accodnt®r by the use of departmental
expenditures, based on a percentage of payroll.

The pool that the County and the Department padtei in has reinsurance coverage for
excess workers’ compensation and employer’s ligbilirhe Department does not recognize
any liability for outstanding losses for incurreditbnot reported claims. The Texas
Association of Counties assumes this responsibility

Brazos County has established a Health and Liferémee Internal Service Fund to account
for the costs associated with various health rdlatsurance programs. The Department
participates with the County through an Inter-Lo8greement. The Internal Service Fund
of the County collects the premium payments frore tbounty, the Department, the

employee, and the retiree. The fund pays all daamd administrative fees. The Internal
Service Fund has purchased reinsurance that pedE’5,000 stop loss on an individual
claim, and an aggregate at $60,000 after the limitthvidual claim has reached the $75,000.
Funds are available to pay claims and have beenvexs for such purpose.

The members of the Board are aware that the Depatthas risk of loss exposure to liability
and accidental loss of real and personal propestwell as human resources. Department
operations involve a variety of high-risk activtie Management has been assigned the
responsibility to identify, evaluate, and managk rin an effort to reduce the liability and
accidental loss of property and human services.

The Department employs risk financing activitiesiriolude the purchase of insurance for
general liability, vehicle liability, and liabilitfrom property damage claims (provided by
Brazos County). In addition, the property insugnrerrors and omissions, and professional
liability coverage carried by Brazos County supptit¢ Department. The Department
supplements this coverage with crime and fideldyerage. Any liability that arises from
the operation of motorized equipment will be coesgdl to fall within the confines of the
Texas Tort Claims Act, and thereby limit the Depant’'s exposure. At September 30,
2012, all claims against the Department had beed pa accrued for payment, or the
Department’s underwriter had accepted responsilidit the claim.

The Department has not made any significant rednstin insurance coverage from the

previous fiscal year. No settlements exceededramoe coverage for the past three fiscal
years.
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NOTE 8 - RETIREMENT PLAN

Plan Description

The Department, through participation with Brazasu@ty provides retirement, disability,

and death benefits for all of its full-time emplegethrough a nontraditional defined benefit
pension plan in the statewide Texas County andribisRetirement System (TCDRS or

System). The Board of Trustees of the Systemgpamsible for the administration of the
statewide agent multiple-employer system consisthgover 500 nontraditional defined

benefit pension plans. TCDRS in the aggregateegsssucomprehensive annual financial
report (CAFR) on a calendar year basis. This tepmiudes the required six-year trend
information. To obtain a copy send a written rexjder the CAFR to the TCDRS Board of
Trustees at P. O. Box 2034, Austin, Texas 78768203

The Commissioners’ Court of Brazos County adopgsplan provisions, within the options
available in the Texas State statutes governingHEDICDRS Act). Members can retire at
ages 60 and above with 8 or more years of serviceith 30 years of service regardless of
age or when the sum of their age and years of gemguals 75 or more. Members are
vested after 8 years of service but accumulatedribotions must be left in the plan.
Members who withdraw their personal contributionsailump sum are not entitled to any
amounts contributed by the Department.

Benefit amounts are determined by the sum of thel@yae’s contributions to the plan, with
interest, and Department-financed monetary creditse governing body of Brazos County,
within the actuarial constraints imposed by the REDAct, adopts the level of these
monetary credits. Therefore, the resulting besefiin be expected to be adequately financed
by the Department’s commitment to contribute. &trement, death, or disability the benefit
is calculated by converting the sum of the emplsy@ecumulated contributions and the
Department-financed monetary credits to a montimguéy using annuity purchase rates
prescribed by the TCDRS.

Funding Policy

Brazos County and the Department have electecnheally determined contribution rate
(ADCR) plan provisions of the TCDRS Act. The Piarfunded by monthly contributions
from both employee members and the employer basedhe covered payroll of the
employee members. Under the TCDRS Act, the cartidh rate of the employer is
actuarially determined annually. Brazos County #re&l Department contributed using the
actuarially determined rate of 12.37% for fiscahry2012. For 2013, the employer’s rate is
anticipated to be at 13.05%. The employee’s merbatribution rate remained at 7.00%
for 2012.
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NOTE 8 - RETIREMENT PLAN continued

Annual Pension Cost

For the Department’'s fiscal year ending Septemligr 2D12, the Department’'s annual
pension cost for the TCDRS plan for its employeas $146,262. The Department’s annual
required contributions were $146,262, and the Depent’'s actual contributions were
$146,262.

The annual required contributions for 2012 weraiacally determined as a percent of the
covered payroll of the participating employees, ,ands in compliance with the GASB

Statement No. 27 parameters based on the actwvatisdtion as of December 31, 2009 and
December 31, 2010, which is the basis for detemgirthe contribution rate for calendar
years 2011 and 2012 respectively. The DecembeR@®1l1, actuarial valuation is the most
recent valuation.

Actuarial valuation date
Actuarial cost method
Amortization method

12/31/09 12/31/10 12/31/11
Entry Age Entry Age Entry Age
Level percentadesvel percentage (Level percentage

Amortization period in years

Asset valuation method

Actuarial assumptions:

of payroll, closed payroll, closed

18.5 years

SAF: 10yr
smoothed value
ESF: Fund value

20.0 years

SAF: 10yr
smoothed value
ESF: Fund value

payroll, closed

0 ¥6ars

SAF: 10yr
smoothed value
ESF: Fund value

Investment return 8.0% 8.0% 8.0%
Projected salary increases 5.4% 5.4% 5.4%
Inflation 3.5% 3.5% 3.5%
Cost-of-lving adjustments 0.0% 0.0% 0.0%

Trend Information for the Retirement Plan for the Employees of
The Brazos County Health District

Fiscal Annual Percentage Net
Year Pension Cos of APC Pension
Ending APC Contributed  Obligation
09/30/10 $ 149,567 100% None
09/30/11 $ 150,726 100% None
09/30/12 $ 146,262 100% None
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NOTE 8 - RETIREMENT PLAN continued

Annual Pension Cost continued

Schedule of Funding

Actuarial Valuation Date 12/31/2011
Actuarial Value of Assets $ 94,715,323
Actuarial Accrued Liability (AAL) $ 117,217,228
Unfunded Actuarial Accrued Liability (UAAL) $ 22,50109
Funded Ratio 80.80%
Annual Covered Payroll (Actuarial) $ 32,919,781
UAAL as Percentage of Covered Payroll 68.35%

The schedule of funding progress, presented as iRequupplementary Information,
following the notes to the financial statementssents multiyear trend information about
whether the actuarial value of plan assets aree@stng or decreasing over time relative to
the actuarial accrued liability for benefits. Timgormation is provided for all entities that
participate in TCDRS through Brazos County. Thsmeo breakout available for the Brazos
County Health District.

NOTE 9 — OTHER POST EMPLOYMENT BENEFITS (OPEB)

Post Employment Benefits

The Department provides health care benefits asiremtjby the Federal government under
the Consolidated Omnibus Budget Reconciliation A€t1985 (“COBRA”). COBRA
requires employers that sponsor group health gtapsovide continuation of group coverage
to terminated employees and their dependents kurtistances where coverage would
normally end. The election to be covered is atrdupiest of the employee. The employee is
then required to pay the premium costs for thenesebnd their dependents. Expenditures
are recognized as claims are submitted. COBRAggaaihts are reimbursed at the same
levels as active employees. At September 30, 282, Department had been fully
reimbursed for costs related to COBRA participantdhe Department also permits
employees to accumulate unused vacation and compepstime to be added at the
employee’s final pay level upon termination of eayphent.

Post Retirement Benefits

The Department implemented the requirements of GA&gement No. 45 starting fiscal
year 2009. The Department participates in the @a2ounty Health and Life Insurance
Program and the Texas County and District Retirén8ystem. The policies for these
programs are determined by the Brazos County Cosiomsrs’ Court and the Texas County
and District Retirement System Board of Trustees.

In conjunction with Brazos County, Texas, the Déapant began offering post-retirement
health care benefits to certain retirees. Departnpelicy allows employees to become
eligible for post retirement health care beneffterameeting the service and retirement age
requirements of the retirement plan. Departmefitypoestricts post retirement health care
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NOTE 9 — OTHER POST EMPLOYMENT BENEFITS (OPEB) continued

Post Retirement Benefits continued

benefits to those employees that qualified for theabverage during employment.

As of September 30, 2012, Membership consisted of:

Retirees and Beneficiaries Receiving Benefits 4
Active Employees 29
Total 33

Funding Policy

Local Government Code Section 157.102 assigns tandssioners’ Court the authority to
establish and amend contribution requirements efglan members and the participating
employers. The Department opted to extend healté benefits to retirees that maintained
coverage through the Department’s health care asaof January 1, 2000. Eligible retirees
who were hired before August 30, 2011, and witthea@ more years of cumulative service
with the Department upon retirement will maintanempiums as current employees. Eligible
retirees who were hired before August 30, 2011hawe less than eight years of cumulative
service with the Department at retirement musttpayfull premium, County portion as well
as employee portion, to maintain coverage. Emm@sy@red on or after August 30, 2011,
must pay the full premiums at retirement to mamtadverage regardless of the years of
service.

All healthcare benefits are provided through BraCosinty’s self-insured health plan. The
benefit levels are the same as those affordedtieeaemployees. The Plan rates charged to
retirees are set annually by the Brazos County Cissiomers’ Court based on the
combination of premiums and prior year costs of shl-funded portion of the plan. The
Plan is funded on a pay-as-you-go basis. The ¢stahated contributions for the year ended
September 30, 2012 were $25,757.

Information and amounts presented in the Countgm@rehensive Annual Financial Report
relative to OPEB expense/expenditures, relatedlitiab (assets), note disclosures, and
supplementary information are only intended to eshicompliance with the requirements of
generally accepted accounting principles (GASBat) does not constitute or imply that the
County or the Department is legally obligated toyide OPEB benefits. A copy of the
CAFR may be obtained from the Brazos County weladiteww.co.brazos.tx.us.

Annual OPEB Costs and Net OPEB Obligation

The Department’s annual OPEB cost is calculateédas the annual required contribution
of the employer (ARC), an amount actuarially defesd in accordance with the parameters
of GASB Statement 45. The ARC represents a le@lrading that, if paid on an ongoing
basis, is projected to cover normal cost each gedrto amortize any unfunded actuarial
liabilities over a period not to exceed thirty y&ar
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NOTE 9 — OTHER POST EMPLOYMENT BENEFITS (OPEB) continued

Annual OPEB Costs and Net OPEB Obligation continued

The Department’s annual OPEB cost, the percenthgarmal OPEB cost contributed to the

plan, and the net OPEB obligation for the fiscahryended September 30, 2012 were as
follows:

Annual required contribution $ 285,374
Add interest on net OPEB obligation 42,966
Less adjustment to annual required contribution 8@3v)
Annual OPEB cost 288,533
Less estimated contributions made (25,757)
Change in net OPEB obligation 262,776
Net OPEB obligation beginning of the year 954,797
Net OPEB obligation end of the year $ 1,217,573

The Department’s annual OPEB cost, the percenthgarmal OPEB cost contributed to the
plan, and the net OPEB obligation for 2012 weré&Hsws:

Trend Information
Percentage of

Annual OPEB Employer Annual OPEB Cost Net Ending OPEB
Fiscal Year Ended Cost Contribution Contributed O bégat
9/30/2010 $ 317,211 % 6,714 2.1% $ 650,835
9/30/2011 $ 311,708 $ 7,746 2.5% $ 954,797
9/30/2012 $ 288,533 % 25,757 8.9% $ 1,217,573

The funded status of the plan as of January 1, 203t recent actuarial valuation) was as
follows:

Actuarial value of assets -

Actuarial accrued liabilty (AAL) 2,323,622
Unfunded actuarial accrued liability (UAAL) 2,323562
Funded ratio (actuarial value of plan assets /AAL) % 0
Covered payroll (active plan members) 1,191,351
UAAL as percentage of covered payroll 195.0%
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NOTE 9 — OTHER POST EMPLOYMENT BENEFITS (OPEB) continued

Funded Status and Funding Progress

Actuarial valuation of an ongoing plan involvesimsites of the value of reported amounts
and assumptions about the probability of occurresicevents far into the future. The
actuarial assumptions used in calculating the Depant’'s UAAL and ARC are elaborated
later in this note. Amounts determined regardmgfunded status of the plan and the annual
required contributions of the employer are subjeatontinual revisions as actual results are
compared with past expectations and new estimatamade about the future.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting poses are made on the substantive plan (the
plan as understood by the employer and plan membeis include the types of benefits
provided at the time of each valuation and theohistl pattern of sharing of benefit costs
between the employer and plan members to that .poifihe actuarial methods and
assumptions used include techniques that are d=bigm reduce short-term volatility in
actuarial accrued liabilities and the actuarialueabf assets, consistent with the long-term
perspective of the calculations. In order to penfdhe valuation, it was necessary for the
County and the actuary to make certain assumptregarding such items as rates of
employee turnover, retirement, and mortality, adl we economic assumptions regarding
healthcare trend and interest rates.

Significant methods and assumptions used for ibislf year valuation were as follows:

Inflation Rate 3.00% per annum

Investment Rate of Return 4.50%, net of expenses

Actuarial Cost Method Projected Unit Credit Cost Met
Amortization Method Level as a percentage of emgqyeyroll
Amortization Period 30-year, open amortization

Payroll Growth 3.00% per annum

Healthcare Cost Trend Rate 8.50% initial rate; 4.%M@k6ate rate
Dental Cost Trend Rate 4.50% per year

Additional Disclosure

Actuarial valuations involve estimates of the vahfereported amounts and assumptions
about the probability of events in the future. Amts determined regarding the funded
status and the ARC of the retiree healthcare ptarsabject to continual revision as actual
results are compared to past expectations and sewates are made about the future. The
schedule of funding progress, presented as ReqGugglementary Information, following
the notes to the financial statements, presentsiyeat trend information about whether the
actuarial value of plan assets are increasing oredsing over time relative to the actuarial
accrued liability for benefits.
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NOTE 9 — OTHER POST EMPLOYMENT BENEFITS (OPEB) continued

Deferred Compensation

The Department participates with Brazos County,aber offering its employees a deferred
compensation plan created in accordance with lateéRevenue Code Section 457. The
Plan, as amended, is available to all Departmengl@®maes, and permits them to defer a
portion of their salary until future years. TheuPfunds are not available to employees until
termination, retirement, death, or emergency. ligithe Department nor Brazos County are
the Plan administrator or the trustee, therefoeeaibsets of the Plan are not a reportable fund
within the Department’s financial statements.

NOTE 10 - CONTINGENT LIABILITIES

The Department is not currently a defendant in lamgsuits, nor is the Department aware of
any pending litigation. All outstanding issues &egsolved by the end of the fiscal year and
all had arisen in the normal course of the Depantia®perations.

The Department is self-insured for employee andeddent health insurance. The
Department has completely funded all the curregtirements related to current and future
liabilities related to health insurance.

The Department receives various grant moneys tleas@bject to audit and adjustment by
the grantor agencies. Any disallowed expenditubebecome a liability of the Department.
The amount cannot be determined at this time, lmiDtepartment expects such amounts, if
any, to be immaterial.

NOTE 11 — COOPERATIVE AGREEMENT

Annually, the Members of the Department enter apeoative agreement, which provides

that the members provide the Department with supgigal financial support for operations.

The supplemental support allows the Departmentfitrencial capability to give adequate

effect to the health services required in the dlicison. For the year ended September 30,
2012, the monetary support by jurisdiction wascdews:

Entity Budget Actual
City of Bryan $ 326,500 $ 326,500
Brazos County 326,500 326,500
City of College Station 326,500 326,500
TOTALS $ 979,500 $ 979,500
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NOTE 11 — COOPERATIVE AGREEMENT continued

The Agreement also requires the Members of the iapat to pay for actual health services
provided to the jurisdictions. The agreement fog fiscal year ended September 30, 2012,
includes a provision that any unencumbered fundseaénd of the fiscal year are to be retained
by the Department as “public health funds.” Thiesels are to be used by the Department in a
manner equally beneficial to each of the partigaring the year ended September 30, 2012, the
health service fees collected by the Departmergdoh jurisdiction were as follows:

Entity Budget Actual
City of Bryan $ 175,000 $ 189,950
Brazos County 90,000 117,675
City of College Station 190,000 210,540
TOTALS $ 455,000 $ 518,165

In addition, the Department tests water sampleshieiMembers and other State agencies at

no charge. The value of the water analysis remdinethe year ended September 30, 2012,
was as follows:

Number Of
Entity Procedures Value
City of Bryan 1,120 $ 16,650
City of College Station 1,251 &7
TOTALS 2,361 $ 35,415
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BRAZOS COUNTY HEALTH DISTRICT

GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCE -
BUDGET AND ACTUAL
For the Year Ended September 30, 2012

REVENUES

Intergovernmental
Brazos County
City of Bryan
City of College Station
State of Texas

Program Revenue
Health Service Fees
Clinic
Environmental
Laboratory

Interest

Other

TOTAL REVENUES

EXPENDITURES
Current

Salary and Wages
Employee Benefits
Departmental Support
Repairs and Maintenance
Minor Acquisitions
Contract Services
Facility
Professional Services
Capital Outlay

TOTAL EXPENDITURES
Excess/(Deficiency) of revenues over/(under) expenditures
FUND BALANCE AT SEPTEMBER 30, 2011

FUND BALANCE AT SEPTEMBER 30, 2012
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Original Final

Budget Budget Actual
$ 651,460 $ 651,962 $ 626,361
326,500 326,500 326,500
327,540 327,540 327,540
1,305,549 1,352,024 863,218
455,000 455,000 518,165
139,000 139,000 147,092
65,000 65,000 49,490
60,000 60,000 62,009
3,000 3,000 6,788
550 550 7,907
3,333,599 3,380,576 2,935,070
1,541,342 1,545,178 1,374,577
529,736 530,046 461,705
1,188,740 1,228,069 649,300
131,500 130,364 63,677
28,750 41,534 21,219
30,000 21,854 6,676
109,040 109,040 109,040
129,000 128,875 83,637
25,000 25,125 25,117
3,713,108 3,760,085 2,794,948
(379,509) (379,509) 140,122
230,526 230,526 1,488,858
$ (148,983) $ (148,983) $ 1,628,980




BRAZOSCOUNTY HEALTH DISTRICT
Required Supplementary Information
Texas County and District Retirement System*
Schedule of Funding Progress
September 30, 2012

UAAL asa
Actuarial Actuaria Actuarial Unfunded Annua Percentage of
Vauation Value of Accrued AAL Funded Covered Covered
Date Assets Liability (AAL) (UAAL) Ratio Payroll (1) Payroll
12/31/09 82,845,882 101,254,691 18,408,809 81.82% 33,133,259 55.56%
12/31/10 89,262,180 109,342,184 20,080,004 81.64% 32,905,193 61.02%
12/3111 94,715,323 117,217,228 22,501,905 80.80% 32,919,781 68.35%

(1) Theannual covered payroll is based on the employer contributions received by TCDRS for
the year ending with the valuation date.
* Note thisinformation is provided for all entities that participate in TCDRS through Brazos County.
No breakout is available for the Brazos County Health District.

BRAZOSCOUNTY HEALTH DISTRICT
Required Supplementary Information
Other Post Employment Benefits
Schedule of Funding Progress
September 30, 2012

UAAL asa
Actuarial Actuaria Actuarial Unfunded Percentage of
Valuation Value of Accrued AAL Funded Covered Covered
Date Assets (a) Liability (AAL) (b) (UAAL) (b-a) Ratio (a/b) Payroll (c) Payroll ((b-a)/c)
9/30/2009 - 2,118,432 2,118,432 0.00% 1,056,653 200.5%
9/30/2009 - 2,118,432 2,118,432 0.00% 1,056,653 200.5%
1/1/2012 - 2,323,622 2,323,622 0.00% 1,191,351 195.0%
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BRAZOS COUNTY HEALTH DISTRICT
COMPARATIVE ANALYSISOF DIVISIONAL EXPENSES

For The Twelve Month Period Ended September 30, 2012
With Comparative Totalsfor Years Ended September 30, 2010 and 2011

Expenditures Administration Environmental Clinic Lab | mmunization RLSS
Salary and Wages $ 183,763 $ 397,480 $ 141,671 $ 67,351 $ 233,473 $ 85791
Employment Benefits 81,077 157,415 42,782 25,442 82,865 33,561
Departmental Support 18,648 7,955 4,295 35,922 27,222 35,167
Repairs & Maintenance 41,073 12,999 -- 198 276 --
Minor Acquisition 8,820 -- -- 3,530 -- --
Contract Services 5,399 -- -- 717 -- 560
Facility - -- - - -- --
Professional Services 15,274 450 42,770 11,902 - -
Capital Outlay - 25,117 - - - -
TOTALS $ 354,054 $ 601,416 $ 231,518 $ 145,062 $ 343,836 $ 155,079
For the Year Ended:

September 30, 2011 $ 321,030 $ 625,765 $ 232,074 $ 134,799 $ 381,481 $ 129,185
September 30, 2010 $ 283,550 $ 576,201 $ 64,287 $ 132,253 $ 296,871 $ 342,792
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In-Kind Support

City of Department Health
Brazos College of State Department

Bioterrorism  Tuberculosis Totals County Station Health Services Totals
$ 80,047 $ 44839 $ 1234465 $ 140112 3 - $ - $ 1,374,577
25,260 13,303 461,705 - - -- 461,705
23,966 4,501 157,676 44,148 - 447,476 649,300
9,131 - 63,677 - - -- 63,677
8,869 - 21,219 - - -- 21,219
- - 6,676 - - -- 6,676
- - -- 108,000 1,040 -- 109,040
- 5,640 76,036 7,601 - -- 83,637
- - 25,117 - - -- 25,117

$ 147,273 $ 68333 $ 2,046,571 $ 299,861 $ 1,040 $ 447476 $ 2,794,948

$ 244,127 $ 66912 $ 2135373 $ 256,464 $ 1,040 $ 749166 $ 3,142,043

$ 396,761 $ 76771 $ 2,169,486 $ 476,090 $ 1,040 $ 879997 $ 3,526,613
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BRAZOS COUNTY HEALTH DISTRICT

COMPARATIVE ANALYSISOF GRANT FUNDING SUPPORT
DEPARTMENT OF STATE HEALTH SERVICES

For The Twelve Month Period Ended August 31, 2012

DSHS Program: PPCPS/HAZARDS (1)

DSHS Program: RLSS/LPHS

DSHS Department DSHS Department
DSHS Expense Expense DSHS Expense Expense
Expenditures Budget Support Support Budget Support Support
Personnel $ 77823 $ 82452 $ - $ 64,319 $ 64,319 $ 15,667
Fringe Benefits 23,347 25,871 - 23,440 23,440 8,116
Travel 3,818 2,744 -- - -- 332
Equipment 8,000 8,069 - -- - --
Supplies 20,736 19,762 - 20,586 20,586 1,305
Contractual 6,000 -- - -- - --
Other 21,189 11,392 -- - 10,047
TOTALS $ 160,913 $ 150,290 $ - $ 108,345 $ 108,345 $ 35,467
DSHS Program: IMM/LOCALS DSHS Program: TB/PC
DSHS Department DSHS Department
DSHS Expense Expense DSHS Expense Expense
Expenditures Budget Support Support Budget Support Support
Personnel $ 129,059 $ 129,059 $ 20,992 $ 19,429 $ 19429 $ --
Fringe Benefits 51,327 51,327 1,670 - -- -
Travel - - -- - -- -
Equipment - -- 1,013 -- - --
Supplies - -- 4,144 -- - --
Contractual - - - - - -
Other - -- 1,604 -- - --
TOTALS $ 180,386 $ 180,386 $ 29,423 $ 19,429 $ 19,429 $ --

D

The contract term for the PPCPS/HAZARDS grant is for the period 08/01/2011 - 08/31/2012.
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Per sonal
Health
Services

Environmental
Health
Services

Laboratory
Services

TOTALS

BRAZOSCOUNTY HEALTH DISTRICT
FUNCTIONAL DEMOGRAPHICS- INTERNAL PROCEDURES
Service Area and Activity

For The Years Ending September 30,

Activity 2012 2011 2010 2009 2008

Immunizations and

Inoculations 9,936 14,337 21,968 22,634 18,948
TB Tests 1,032 1,236 1,303 1,290 1,481
STD Clinic 1,644 1,641 1,593 1,598 2,153
Home Visits 110 83 159 316 229
Inspections:

Restaurant 2,560 2,671 2,417 2,307 2,194

Child Care 90 88 98 84 88

Septic Systems 663 550 557 623 781

Swimming Pools 16 11 7 3 5

Substandard Building - 9 9 24 33

Subdivision Reviews 3 9 14 14 18

Other -- -- -- -- --
TCEQ Applications 268 237 240 254 360
Foodhandlers Registered 1,845 2,069 2,415 3,290 4,559
Complaints 411 435 528 538 539
Letters I ssued 1,984 2,219 2,545 7,069 3,652
Water Samples Tested 6,353 7,351 6,844 6,549 6,435
STD Testing 5,805 6,738 6,235 6,044 6,376

32,720 39,684 46,932 52,637 47,851
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Ingram,Wallis &Co.p.c.

CERTIFIED PUBLIC ACCOUNTANTS

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Brazos County Board of Health
Brazos County Health District
Bryan, Texas

We have audited the financial statements of the governmental activities and the general fund of the
Brazos County Health District (the “Department”) as of and for the year ended September 30, 2012,
which collectively comprise the Department’s basic financial statements and have issued our report
thereon dated February 1, 2013. 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.

Internal Control Over Financial Reporting

Management of the Department is responsible for establishing and maintaining effective internal
control over financial reporting. In planning and performing our audit, we considered the
Department’s internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Department’s internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Department’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
“or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the Department’s financial statements will not be prevented, or detected
and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control over financial reporting that might be deficiencies, significant deficiencies, or material
weaknesses. We did not identify any deficiencies in internal control over financial reporting that we
consider to be material weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Department’s financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of the Department in a separate letter dated
February 1, 2013.

This report is intended solely for the information and use of management, the Brazos County Board of
Health, and others within the entity and is not intended to be and should not be used by anyone other

than these specified parties.
O Qv Al - CM ve
LB VRS 9/
)

Bryan, Texas
February 1, 2013

40



BRAZOS COUNTY HEALTH DISTRICT .
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

SECTION I - SUMMARY OF AUDITOR’S RESULTS
Financial Statements
Type of auditor’s report issued: unqualified

Internal control over financial reporting:

° Material weakness(es) identified? __yes _X no

o Significant deficiency(ies) identified
that are not considered to be none
material weaknesses? __yes _X reported

Noncompliance material to financial
statements noted? __yes _X no

SECTION II - FINANCIAL STATEMENT FINDINGS

There were no findings related to the financial statements which are required to be reported in
accordance with Government Auditing Standards

SECTION III - FEDERAL AND STATE AWARD FINDINGS AND QUESTIONED COSTS

N/A
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BRAZOS COUNTY HEALTH DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED SEPTEMBER 30, 2012
STATUS OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
SECTION II - FINANCIAL STATEMENT FINDINGS

There were no findings related to the financial statements which are required to be
reported in accordance with Government Auditing Standards.

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

N/A
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