CENTRAL TEXAS COLLEGE DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
August 31, 2000

1. REPORTING ENTITY

The Central Texas College District (CTCD) was established in July, 1965 in accordance with laws
of the State of Texas by the voters of the Killeen and Copperas Cove Independent School Districts
and the Nolanville Common School District. It provides educational opportunities to students in
the college district, throughout the college service area and at selected sites outside the State of
Texas. The central campus is located between Killeen and Copperas Cove, Texas and the college
district is coterminous with these independent school districts.

The CTCD is considered to be a special purpose, primary government according to the definition
in Government Accounting Standards Board (GASB) Statement 14. While the College receives
funding from local, state and federal sources, and must comply with the spending, reporting and
record keeping requirements of these entities, it is not a component unit of any other governmental
entity.

The accompanying financial statements present the District’s primary government and component
unit over which CTCD exercises significant influence. Significant influence is based primarily
on financial accountability as a result of fiscal dependency on CTCD (as distinct from a legal
relationship). The criteria for including the CTC Foundation within CTCD’s reporting entity is
set forth in GASB No. 14, The Financial Reporting Entity, as discussed under financial
accountability of a primary government unit. The CTC Foundation is a non-profit corporation
organized for the purpose of receiving private gifts, bequests, and donations for the support,
encouragement, and subsidization of students attending CTCD. The component unit is discretely
presented, and copies of its separately audited financial statements can be obtained from the CTC
Foundation.

INSTITUTIONS:

At August 31, 2000, CTCD is composed of two institutions and is organized by campuses.

Central Texas College - (CTC) - is a two-year community college accredited by the Commission
on Colleges of the Southern Association of Colleges and Schools (SACS) to offer associate
degrees and certificates of completion. CTC offers instructional programs that include traditional
university parallel courses, one-year and two-year occupational education and technology
programs, general education courses, developmental (remedial) studies, non-credit continuing
education courses, literacy education, and workforce development training. In addition, CTC
provides comprehensive student developmental services that assist students in defining goals,
identifying abilities and interests, and the selection of an appropriate course of study to prepare
for the future.
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American Preparatory Institute - (API) - is accredited by the Commission on Secondary Schools
of the Southern Association of Colleges and Schools to provide pre-secondary and secondary
education as well as high school diplomas. API provides a complete curriculum development
support staff to provide and maintain materials in basic skills, high school diploma and related
programs. It provides the opportunity for adults; both civilian and military, beyond normal public
school age to earn a high school diploma from a state and regionally accredited institution. Other
API programs include a basic skills education program, pre-college/post high school refresher
courses, and special courses.

TEXAS CAMPUSES:

The Texas Campuses include the "Central Campus" at Killeen, Texas, the "Fort Hood/Service
Area Campus" on the Fort Hood reservation and the Service Area which includes an eleven
county area as defined by the Texas Higher Education Coordinating Board. Administrative
services, student services and other types of activities associated with a more traditional junior
college campus are all part of the Texas Campuses. These include a testing center, career
guidance, counseling and registration centers, and the primary library facility.

The Fort Hood/Service Area Campus headquarters is located in facilities on the Fort Hood
military installation. Registration, counseling and guidance, and associated types of activities are
provided. In addition to serving students who live in rural and isolated small farming
communities, the Service Area student population includes men and women who are incarcerated
at the Texas Department of Criminal Justice - Institutional Division in Gatesville.

The Fort Hood/Service Area Campus assists students in the transition from: high school to
college, high school to technical vocational skills training and high school to gainful employment.
In addition, programs in computer literacy and upgrading of basic skills are also provided.

The Texas Campuses conduct programs which are eligible for state funding.

CONTINENTAL AND INTERNATIONAL CAMPUSES:

The Navy Campus provides an educational program which includes a full range of academic
support courses, technical/vocational education courses and specialized courses of training and
instruction as requested by the U.S. Navy.

Programs and services provided by this campus include ships of the Atlantic and Pacific fleets
wherever they are located in the performance of their mission, selected ashore ports and other
designated Navy stations. In addition, this campus supervises all federal and state prison
programs outside the State of Texas.
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The Continental Campus provides an educational program which includes a full range of
academic support courses, technical/vocational educational courses, specialized courses of training
and instruction as requested by U.S. Army, Navy, Air Force, and Marine Corps installations,
including non-credit vocational/technical education and Military Occupational Specialty (MOS)
and MOS-Related programs and associated support activities. The geographic area in which
services are provided by this campus includes all U.S. military installations in the continental
United States including Alaska and Hawaii. In addition, this campus administers academic
programs to the United States Embassy personnel at all worldwide locations, as well as college
leadership courses to Air Force Reserve personnel at all locations throughout the United States.

The Europe Campus has its headquarters on a U.S. Army military installation in Hanau,
Germany. The Europe Campus provides MOS and MOS-related programs, and associated support
activities. The geographic area in which services are provided by this campus presently includes
U.S. military installations in Germany, Italy, Greece, Turkey, United Kingdom, Iceland, Azores,
Spain, Belgium, Sini Desert, Bosnia, Macadonia, Kosovo and Tuzla.

The Pacific Far East Campus has its headquarters on a U.S. Army installation in Bupyong,
Republic of Korea. The Pacific Far East Campus provides an educational program which includes
functional skills, technical/vocational education courses, specialized courses of training and
instruction as requested by the U.S. Navy, U.S. Marine Corps Pacific, U.S. Forces Korea, Eighth
U.S. Army, and Pacific Air Force, including non-credit technical/vocational education. The
geographic area served by this campus includes U.S. military installations in Japan, Korea,
Okinawa, Diego Garcia, Hawaii and Johnston Island.

Collectively, the Navy, Continental, Europe and Pacific Far East Campuses comprise the
Continental and International Campuses of CTCD. Programs and services are provided on a
contractual basis or by memorandum of understanding.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Report Guidelines

The significant accounting policies followed by CTCD in preparing these financial statements are
in accordance with the Texas Higher Education Coordinating Board's Annual Financial Reporting
Requirements for Texas Public Community and Junior Colleges. These requirements are in
substantial conformity with the AICPA Industry Audit Guide, Audits of Colleges and Universities,
as amended by AICPA Statement of Position (SOP) 74-8, Financial Accounting and Reporting by
Colleges and Universities, and as modified by applicable FASB pronouncements issued through
November 30, 1989, and as modified by all applicable GASB pronouncements cited in
Codification Section Co5, "Colleges and Universities".
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Basis of Accounting

The financial statements of CTCD have been prepared on the accrual basis of accounting, except
depreciation expense on physical plant and equipment is not recorded. The Statement of Current
Funds Revenues, Expenditures and Other Changes is a statement of financial activities of current
funds related to the current reporting period. It does not purport to present the results of
operations or the net income or loss for the period as would a statement of income or a statement
of revenues and expenses.

Encumbrance Accounting, under which purchase orders, contracts, and other commitments for
the expenditures of funds are recorded in order to reserve that portion of the applicable
appropriation, is employed as an extension of formal budgetary integration in the Current Funds.
Under Texas Law, appropriations lapse at August 31, and encumbrances outstanding at that time
are to be either canceled or appropriately provided for in the subsequent year's budget.
Encumbrances outstanding at year end that were provided for in the subsequent year's budget are
reported as reservations of fund balance since they do not constitute expenditures or liabilities.

Inventories, consisting of consumable office supplies, physical plant supplies, book store stock
and food service supplies, are valued at the lower of cost under the "first-in, first-out" method or
market.

To the extent that current funds are used to finance plant assets, the amounts so provided are
accounted for as (1) expenditures, in the case of normal replacement of equipment, library
holdings and livestock; (2) mandatory transfers in the case of required provisions for debt
amortization and interest and equipment renewal and replacement; and (3) transfers of a non-
mandatory nature for all other cases.

Fund Accounting

To ensure observance of limitations and restrictions placed on the use of the resources available
to the College, accounts are maintained in accordance with the principles of "fund accounting."
Resources for various purposes are classified for accounting and reporting purposes into funds that
are in accordance with specified activities or objectives. Separate accounts are maintained for
each fund; however, in the accompanying financial statements, funds that have similar
characteristics have been combined into fund groups. Accordingly, all financial transactions have
been recorded and reported by fund group.
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