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CITY OF BRYAN

The Good Life, Texas Style.™

March 26, 2021

Honorable Mayor, Members of the City Council,
and Citizens of the City of Bryan, Texas

We are pleased to submit the Comprehensive Annual Financial Report for the City of Bryan (the "City") for the fiscal
year ended September 30, 2020. The purpose of this report is to provide the City Council, management, staff, the public,
and other interested parties with detailed information reflecting the City’s financial condition. The Texas Local
Government Code (8103.001) and the Bryan City Charter (Sec. 5(j)(5)) require an annual audit of the City’s financial
statements. The City has complied with these requirements and the auditor’s report is included.

The City’s independent auditor, BKD, L.L.P., issued an unmodified or “clean” opinion on the City of Bryan’s financial
statements for the year ended September 30, 2020. An unmodified opinion represents the highest level of audit
assurance for financial statements. The independent auditor’s report is located at the front of the financial section of
this report.

Management assumes full responsibility for the completeness and reliability of the information contained in this report,
which is based upon a comprehensive framework of internal controls established for this purpose. Because the cost of
internal controls should not exceed anticipated benefits, the objective is to provide reasonable, rather than absolute,
assurance that the financial statements are free of material misstatements.

Management’s discussion and analysis (“MD&A”) immediately follows the independent auditor’s report and provides a
narrative introduction, overview, and analysis of the basic financial statements. The MD&A complements this letter of
transmittal and should be read in conjunction with it.

PROFILE OF THE GOVERNMENT

The City of Bryan, incorporated in 1871, is located in east central Texas approximately 100 miles northwest of Houston
and approximately 90 miles east of Austin in an area referred to as the Brazos Valley. Bryan serves as the county seat
for Brazos County. The City and the City of College Station to the south, which share common borders, are home to the
Texas A&M University System. The City encompasses approximately 53.8 square miles and has an estimated population
of 86,268.

The City is a home rule city operating under the council-manager form of government. Policy making and legislative
authority are vested in the City Council, which is comprised of the mayor and six other members. Five council members
are elected by district. The mayor and one council member are elected at-large. The city manager is appointed by the
City Council and is responsible for the daily management of the City.

The City Council annually enacts a budget through passage of an appropriation ordinance prior to the start of each fiscal
year. The budget serves as the foundation for the City’s financial planning and control. Annual budgets are prepared
for most governmental funds including the general fund, debt service fund, and special revenue funds. Annual budgets
also are prepared for each enterprise fund, including BTU City, BTU Rural, Water, Wastewater, Solid Waste, Bryan
Commerce and Development, Inc., and the Airport.

The City provides the full range of municipal services contemplated by the City of Bryan charter and state law. These

services include police, fire and emergency medical services, parks and recreational facilities and programs, library
services, street maintenance and construction, public improvements, general administrative services, and electrical,
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CITY OF BRYAN TEXAS

water, sewer, and solid waste systems. Internal services of the City, accounted for on a cost reimbursement basis, are
general warehouse operations, risk management services, and employee health and disability insurance programs. The
City also is financially accountable for Bryan Commerce and Development, Inc. (“BCD”), a local government corporation
and the economic development arm of the City of Bryan.

FACTORS AFFECTING FINANCIAL CONDITION

Bryan, like the rest of the United States and Texas, was affected by COVID-19, and the economic impacts of the pandemic
and the measures taken to mitigate its effects. Sales tax revenues saw the most direct impact. While sales tax revenues
exceeded budget projections due to growth early in the fiscal year, in the latter part of the year, they were significantly
lower than historical growth trends. Sectors that saw sharp declines were oil and gas activity, restaurant and hospitality,
and retail. FY2020 property tax revenues, which are based on January 2019 property values, increased compared to FY
2019 by 6.6% due to new construction in the commercial and residential sectors. Property tax growth also was
attributable to growth in existing values in both commercial and residential. Business-type activities revenue decreased
by 5.3% for an overall decrease government-wide of 1.8% in FY 2020 from FY 2019 totals. The decrease is predominantly
due to fuel rate reductions at BTU — City and BTU — Rural, the City’s electric utility, during the first months of the COVID-
19 pandemic. Bryan and College Station are the economic center of the region comprised of Brazos County and the
surrounding seven counties. Texas A&M University, with a student enrollment of more than 65,000, ranks among the
nation’s largest university campuses and dominates the financial landscape of the Bryan-College Station area.
Additionally, Blinn College, a two year academic institution, has a campus in Bryan with a student enrollment of over
11,000. Due to preventative measures surrounding the COVID-19 pandemic, resident students at both schools were
required to attend classes on-line. Their absence significantly affected the economy of the area. Additionally, the limited
collegiate football season, as well as other limited athletic activities, significantly reduced tourism and hospitality
revenues for the area in FY2020. As we enter FY2021, signs of a resurgence of the economy are evident. The roll-out of
COVID-19 vaccines both nationally and locally is having a meaningful impact in reducing the virus spread and resulting
hospitalizations. As a result, in March 2021, the Texas Governor issued an executive order eliminating operating limits
on businesses and removing the state-wide mask mandate. Locally, plans are being made to get back into a much more
typical fall season for 2021.

While not immune from factors that affect the state and national economies, the area is somewhat insulated due to the
concentration of stable or growing employment sectors: education, government, and health care. Six of the top ten
employers in the area fall into these classifications.

Historically, the Bryan-College Station area’s unemployment rate has been among the lowest in the state. Due to the
effects of COVID-19 and the mitigation efforts surrounding the pandemic, the unemployment rate for the Bryan and
College Station area was 5.0%, compared to 6.9% state-wide, as of December of 2020.

From February 14, 2021 through February 19, 2021, the Brazos Valley, as well as the entire state of Texas, experienced
record breaking cold weather. The impact of the extended frigid temperatures on the electric energy market within the
Electric Reliability Council of Texas (ERCOT) region was dramatic, resulting in record electric heating demands coupled
with unprecedented loss of power generation and market pressures, which drove energy prices to market cap levels.
Because the City Electric fund (BTU - City) was able to operate its generating units throughout the event, it was able to
sell excess power into the market, thus reducing the net cost of surging energy prices to BTU customers. Current
estimates of the net increased power and fuel costs to BTU total $26.7 million higher than normal budgeted costs for
February. While the final billings and legal ramifications of the cost of power resulting from the freeze have yet to be
finalized, BTU expects that it will be able to fund any net increase in power and fuel costs associated with the freeze
from operating cash without drawing balances down below target levels of 175 days of cash for BTU — City and 60 days
of cash for BTU — Rural. BTU expects no changes to retail customer rates and no impact on other funds.

MAJOR INITIATIVES
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CITY OF BRYAN TEXAS

During FY 2019, the Bryan City Council approved a major parks initiative for construction of a regional park and athletic
complex, named the Travis Bryan Midtown Park. This regional park is located at the former Travis B. Bryan Municipal
Golf Course and includes the existing Williamson Park and Astin Recreational Area. During FY 2020, the City of Bryan
signed a ground lease agreement to bring BigShots Aggieland (“BigShots”) to the Travis Bryan Midtown Park.
Construction for BigShots began in FY 2021 and is scheduled for completion in winter 2021. The park also will include
improved baseball fields adjacent to Bombers Stadium along with an amphitheater, walking trails, and an indoor sports
facility that will host various sporting events and tournaments. Improvements and expansion activities of the existing
lake continued during FY 2020 and will include water recreation/sports and walking trails. Additionally, construction of
a deceleration lane westbound along Villa Maria, construction of Midtown Park Boulevard, and design work on the
indoor facility commenced during FY 2020. Total investment in the park is projected to be approximately $100 million.

Texas A&M University and the Texas A&M University System are a major contributor to economic growth and stability
in the Brazos Valley. During the past year, COVID-19 has affected the local economy and Texas A&M was a major driver
to the significant effects on Bryan and College Station. In March 2020, Texas A&M went to an online only platform for
the remainder of spring and summer classes. With the absence of the majority of the more than 65,000 local students,
the economy in Bryan and College Station saw significant decreases in sales tax revenues. During the pandemic all
commencement activities were performed virtually and all travel for university purposes was limited. During the fall of
2020, Texas A&M began to return to in-person class instruction. This initiative continued into the spring semester of
2021. Commencement activities for the spring are expected to be held in person and athletic events, including football,
are expected to have expanded attendance during the summer and fall of 2021.

As a part of Aggieland, the Texas A&M System RELLIS campus calls Bryan home. The RELLIS campus initiative was
established in 2016 to create new research and development opportunities to help companies move ideas from the
laboratory to the marketplace, while offering a new path toward a college degree. The campus, located on
approximately 2,000 acres, will initially include a cluster of seven new buildings and test beds to encourage the private
sector to develop secure research facilities adjacent to the System’s site. The focus includes robotics, driverless and
connected vehicles, advanced manufacturing, large-scale testing, as well as smart power grids and water systems. The
RELLIS campus and the surrounding area were annexed by the City of Bryan during FY 2019. Construction on several
buildings was completed during FY 2018 and FY 2019, and construction will continue for the next several years. During
FY 2019, Texas A&M announced a partnership with the US Army Futures Command that includes a total investment of
$195 million by the State of Texas, Texas A&M University, and the US Army Futures Command. The focal point of this
investment is the Bush Combat Development Complex scheduled to be completed by August 2021 on the RELLIS
campus. The complex and associated programs will improve the speed of relevance for developing technology, closing
the gap between concept and combat. In early 2021, RELLIS Campus Data and Research Center, LLC announced the lease
of approximately 25 acres at the RELLIS Campus for the development and operation of an approximately 225,000 square
foot data center with office and classroom facilities, with a value of up to $200 million for phase 1 construction.

During the last several years, the City of Bryan has experienced significant growth on its west side as a result of major
investments in economic development partnerships and infrastructure improvements. The established Traditions
development and the growing BioCorridor development have seen growth centered on hospitality and wellness. The
City’s partnership with Traditions Acquisition Partnership led to the completion of Traditions Club facilities, and now the
establishment of the ATLAS Master Planned Development and Lake Walk Town Center, anchored by the Stella Hotel, a
four-star boutique hotel and conference center that opened in March 2017. The construction of the Texas A&M Health
Science Center in 2010 and the 2011 adoption of the Research Valley BioCorridor Interlocal Agreement between the
cities of Bryan and College Station ultimately turned the international spotlight on Bryan, and enhanced the value of
real estate holdings and property values in the City. The total value of taxable property within the Traditions Tax
Increment Reinvestment Zone 10 (TIRZ 10) now exceeds $325 million.
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CITY OF BRYAN TEXAS

Today, the Traditions, BioCorridor, Lake Walk, and ATLAS developments are evolving rapidly with expanding club
facilities, new phases of single family and high-density residential, hospitality, dining, shopping, wellness and corporate
offices. A few of these developments include the Stella Hotel, CHI St. Joseph MatureWell Lifestyle Center, Parc at
Traditions senior living community, the iBio plant-based therapy and vaccine production facility, and the corporate
campus for and ViaSat. On November 24, 2020, BCD, through the existing Bryan/Traditions, L.P. Partnership, purchased
the Lake Walk Innovation Center (the “Center”). The property which includes a 27,000 square foot office building and
eight acres of land will be marketed by Bryan/Traditions, L.P. partnership as a multi-company business campus. The
Center will focus on attracting and nurturing startup and early stage companies with the express purpose of growing
them to the point where they can successfully operate on their own in the Brazos Valley.

In June 2012, Texas A&M received a contract to develop one of three U.S. Department of Health and Human Services
National Centers for Innovation in Advanced Development and Manufacturing. Under the Centers for Innovation in
Advanced Development and Manufacturing contract, Texas A&M University System is responsible for developing and
procuring medical countermeasures to address the public health and medical consequences of chemical, biological,
radiological and nuclear incidents, pandemic influenza, and emerging infectious diseases. The $285.6 million contract
includes an initial investment of $176.6 million from the U.S. government with the remaining cost shared by commercial
and academic proposal partners. Located within the BioCorridor, the Pandemic Influenza Facility is now complete and
began operations under FujiFilm Diosynth in FY 2017. The facility is instrumental in the production of vaccines that fight
infectious diseases including the virus that causes COVID-19.

LONG-TERM FINANCIAL PLANNING

The City annually prepares a five-year financial forecast to ensure current revenue and spending commitments are
sustainable. While FY 2020 and FY 2021 are and are expected to see the impacts of the COVID-19 pandemic on revenues,
the Bryan City Council and management continue to take measures to protect the financial health of the City. During FY
2020 and FY 2021, significant cost saving measures were taken in all departments to help prepare for the ongoing
economic impacts of the pandemic. These cost-cutting measures allowed the City to remain financially strong through
the pandemic. City Council and management are confident its operating flexibility, combined with an FY 2020 ending
fund balance of 148 days of operating cash, will enable it to react as appropriate to maintain sound financial metrics.

In FY 2020, staff continued progress on the City Council approved five-year Capital Improvement Plan (“CIP”) that was
adopted in FY 2019. This five year CIP is for long-term and short-term capital needs. Debt payments are structured so
that capital assets funded by debt have a longer life than the debt associated with those assets. The City employs an
objective, analytical approach to determine whether new debt can be assumed each year. The City Council adopts its
CIP every other year. As such, an updated CIP is scheduled to be adopted in FY 2021.

On February 5, 2020, the City issued combination tax and revenue certificates totaling $70,365,000. The proceeds from
the sale of the 2020 Bonds are restricted for: constructing, acquiring, improving, renovating, expanding and developing
parks and recreation facilities and related infrastructure, vehicles, and equipment, including the Travis Bryan Midtown
Park project and surrounding infrastructure. As mentioned above, $59 million of the proceeds will be used exclusively
for Travis Bryan Midtown Park. The balance of the debt issuance will be used to continue progress on the City’s CIP.

On April 29, 2020, the City issued $2,970,000 in Waterworks and Sewer System revenue refunding bonds, Series 2020.
These bonds mature serially from July 1, 2021 through July 1, 2030 with coupon rates ranging from 2.0% to 3.0%. After
the payment of issuance costs, the proceeds from the sale of the 2020 refunding bonds were used to refund a total of
$3,000,000 of Waterworks and Sewer System Revenue Bonds, Series 2010A. This represents a reduction in debt service
payments over the next 10 years of $343,349.

On November 19, 2020, the City of Bryan issued General Obligation Pension Bonds, Taxable Series 2020, for
$54,700,000. The proceeds from the sale of the Bonds are restricted to fund the unfunded portion of the City’s pension
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liability with the Texas Municipal Retirement System. This financing is projected to save the City $1.5 million annually
over the life of the bonds.

RELEVANT FINANCIAL POLICIES

The City’s fund balance/operating reserve policies continue to be an important factor in planning decisions. The City
Council has formally adopted City of Bryan Financial Management Policy Statements. These policy statements outline
the specific reserve policies for all major funds based on fund risks. The policies state the City will maintain an operating
cash balance equal to at least 60 days of operating budget for the general fund and most other funds, and at least 175
days of reserves in the City electric fund to be used for unanticipated emergencies. A copy of these policies can be found
on the City’s website at www.bryantx.gov/fiscal-services. The City Council also set a target operating cash balance of
100 days for the General Fund. The funds available through these policies will assist the City in avoiding cash flow
interruptions, generate investment income, reduce the need for short term borrowing, and assist in maintaining an
investment-grade debt rating.

The City of Bryan invests funds prudently and has adopted an investment policy that is reviewed annually by the City
Council as prescribed by law. The City Council has appointed an Investment Committee charged with monitoring staff
adherence to the investment policy and providing investment advice. Staff provides a quarterly report of investments
for the Investment Committee to review. The City’s investment practice is to buy securities and hold to maturity to avoid
potential losses from a sale. During FY 2019, the City complied with all aspects of the investment policy.

AWARDS AND ACKNOWLEDGMENTS

In FY 2020, the Government Finance Officers Association of the United States and Canada (“GFOA”) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City for the FY 2019 Comprehensive Annual
Financial Report. To be awarded a Certificate of Achievement, a government must publish an easily readable and
efficiently organized report. The report must satisfy both Generally Accepted Accounting Principles (“GAAP™) and
applicable legal requirements. City staff believes the current Comprehensive Annual Financial Report continues to meet
the Certificate of Achievement requirements and it will be submitted to the GFOA to determine eligibility for another
certificate. In FY 2020, the City also was awarded the Distinguished Budget Presentation Award from the GFOA for the
FY 2020 budget document.

The preparation of this report is made possible by the dedicated services of the Fiscal Services Department staff and our
independent auditor. We express sincere appreciation to all employees who contributed to its preparation. We also
appreciate the leadership and support of the Mayor and City Council, without which this report would not be possible.

Respectfully submitted,

Kean Register Joe Hegwood
City Manager Chief Financial Officer
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