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INDEPENDENT AUDITORS’ REPORT ON THE FINANCIAL
STATEMENTS AND SUPPLEMENTAL INFORMATION

Board of Trustees
Central Texas College District
Killeen, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of Central Texas College District, (the
District) as of and for the years ended August 31, 2020 and 2019, and the related notes to the
financial statements, which collectively comprise the District’s basic financial statements as listed in
the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audits. We
conducted our audits 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion.
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INDEPENDENT AUDITORS’ REPORT ON THE FINANCIAL
STATEMENTS AND SUPPLEMENTAL INFORMATION (CONTINUED)

An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of Central Texas College District as of August 31,2020 and 2019, and
the respective changes in financial position, and cash flows thereof for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, the Schedule of District’s Proportionate Share of Net Pension
Liability, the Schedule of District’s Contributions for Pensions, the Schedule of District’s
Proportionate Shares of Net OPEB Liability, and the Schedule of District’s Contributions for OPEB,
as listed in the table of contents 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District’s basic financial statements. The supplemental schedules
(schedules A through D) as described in the table of contents, are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The accompanying
schedule of expenditures of federal awards (schedule E) and schedule of expenditures of state
awards (schedule F) are presented for purposes of additional analysis as required by Title 2 U.S.
Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards, and the State of Texas Single Audit
Circular, and is also not a required part of the basic financial statements.
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INDEPENDENT AUDITORS’ REPORT ON THE FINANCIAL
STATEMENTS AND SUPPLEMENTAL INFORMATION (CONTINUED)

Other Information (continued)

The supplemental schedules, the schedule of expenditures of federal awards and the schedule of
expenditures of state awards are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of
the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated in all material respects in relation to the
basic financial statements as a whole.

The additional information (Schedules G, G-1, and G-2 - all marked “unaudited”) have not been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December
11, 2020, on our consideration of the District’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion
on internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the District’s
internal control over financial reporting and compliance.

/ Vz/mmm[aﬂf.

emple, Texas
December 11, 2020



Central Texas College District
Annual Financial Report
Management’s Discussion and Analysis
For the Year Ended August 31, 2020

This section of the Central Texas College District (the College) annual financial report presents a
discussion and analysis of the financial performance of the College during the fiscal year ended
August 31, 2020. This discussion has been prepared by management along with the financial
statements and related footnote disclosures and should be read in conjunction with the financial
statements and footnotes. This discussion and analysis is designed to focus on current activities,
resulting change and current known facts. For management’s discussion and analysis, we have
presented the previous year’s financial information in order to provide a comparison. The financial
statements, footnotes and this discussion are the responsibility of management.

BASIC FINANCIAL STATEMENTS

The basic financial statements are prepared in accordance with the Governmental Accounting
Standards Board (GASB) Statement No. 34, “Basic Financial Statements and Management’s
Discussion and Analysis for State and Local Governments” and Statement No. 35, “Basic Financial
Statements and Management’s Discussion and Analysis for Public Colleges and Universities”. Three
primary statements are required: the Statement of Net Position; the Statement of Revenues, Expenses
and Changes in Net Position; and the Statement of Cash Flows.

Financial statements for the College’s component unit, the Central Texas College Foundation (the
Foundation) are issued independent to those of the College but are presented with the College’s basic
financial statements.

One of the most important questions asked about the College’s finances is whether or not the
College’s financial position has improved as a result of the year’s activities. The key to
understanding this question is the Statement of Net Position, Statement of Revenues, Expenses and
Changes in Net Position and the Statement of Cash Flows. These statements present financial
information in a form similar to that used by corporations. The College’s net position is one
indicator of its financial health. Over time, increases or decreases in net position are one indicator of
the improvement or erosion of the College’s financial health when considered with non-financial
facts such as enrollment levels and the condition of the facilities.

The Statement of Net Position includes all assets and liabilities. It is prepared under the accrual
basis of accounting, whereby revenues and assets are recognized when the service is provided and
expenses and liabilities are recognized when others provide the service, regardless of when cash is
exchanged.

The Statement of Revenues, Expenses and Changes in Net Position presents the revenues earned and
the expenses incurred during the year. Activities are reported as either operating or non-operating.
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CENTRAL TEXAS COLLEGE DISTRICT
Management’s Discussion and Analysis
For the Year Ended August 31, 2020

The utilization of long-lived assets, referred to as Capital Assets, is reflected in the financial
statements as depreciation, which amortizes the cost of an asset over its expected useful life.

Another important factor to consider when evaluating financial viability is the College’s ability to
meet financial obligations as they mature. The Statement of Cash Flows presents the information
related to cash inflows and outflows summarized by operating, capital and non-capital financing and
investing activities.

Required supplementary audited financial information related to pensions and OPEB is presented as
well as Schedules A through F. Each ofthese schedules presents in detail information from the basic

financial statements.

Schedules G, G-1 and G-2 are provided to reflect the campus organizational structure of the College.
These schedules are not required by GASB and are not audited.

FINANCIAL AND ENROLLMENT HIGHLIGHTS

. The combination of Cash and Investments remained level during the fiscal year.

. Accounts Payable is down $3MM due to much stricter controls over expenditures due to
decreased revenue related to COVID.

. Tuition and Fees were down approximately $4.6 million. This is a 12% decrease from the
previous fiscal year. Enrollments were down due to COVID from March thru the end of the
year.

STATEMENT OF NET POSITION

The Statement of Net Position includes all assets and liabilities using the accrual basis of accounting,
which is similar to the accounting used by most private sector institutions. Net position - the
difference between assets and liabilities - are one way to measure the financial health of the college.



CENTRAL TEXAS COLLEGE DISTRICT
Management’s Discussion and Analysis
For the Year Ended August 31, 2020

Current assets:
Cash and cash equivalents
Short-term investments
Receivables
Inventory, prepaid expenses and other
Total current assets

Non-current assets:
Restricted Cash
Long-term investments
Notes Receivable
Capital assets, net of depreciation
Total non-current assets
Total assets

Deferred Outflows of Resources
Deferred Outflows Related to Pensions
Deferred Outflows Related to OPEB
Total Deferred Outflows of
Resources

Current liabilities:
Accounts payable and accrued liabilities
Accrued absences
Unearned Revenues
Net OPEB Liability
Total current liabilities

Non-current liabilities:
Accrued absences

Net Pension liability
Net OPEB liability

2020
$ 89.1
11.2

2.2
110.5
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17.8
9.0

1.9
29.1

1.7

22.3
59.0

(In Millions)
2019 % Change 2018
$ 83.6 6.6 $ 86.0
2.5 220.0
14.2 (21.1) 13.4
1.8 22.3 24
102.1 8.3 101.8
.6 - .5
28.0 (40.8) 39.7
1 - -
141.7 (1.2) 132.1
170.4 (7.7 172.3
272.5 4.7 2741
11.0 (18.2) 4.4
.5 920.0 2.2
11.5 23.5 6.6
20.8 (14.4) 26.9
3 33.3 3
11.1 (18.9) 13.3
.8 137.5 4
33.0 (11.8) 40.9
1.3 30.8 1.2
24.6 (9.3) 169
53.2 109 77.5



CENTRAL TEXAS COLLEGE DISTRICT
Management’s Discussion and Analysis
For the Year Ended August 31, 2020

Total non-current liabilities _83.0 79.1 49 95.6
Total liabilities 112. 112.1 - 136.5
Deferred Inflows of Resources
Deferred Inflows Related to Pensions 9.8 8.5 15.3 9.5
Deferred Inflows Related to OPEB 28.8 35.5 (18.9) 17.2
Total Deferred Inflows of 38.6 44.0 (12.3) 26.7
Resources
Net position
Invested in capital assets, net of related debt 140.0 141.7 (1.2) 132.1
Restricted 2.0 2.0 - 1.5
Unrestricted (10.8) (15.8) (31.6) (16.1)
Total net position 131.2 127.9 26 117.5

Federal, state and local statutes require certain net positions be restricted for future use. Other net
positions are unrestricted; however, a majority of these net positions have been designated or
reserved for specific purposes such as working capital for instructional programs, future construction
projects and reserves for insurance and post retirement benefits.

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

The Statement of Revenues, Expenses and Changes in Net Position present the operating results of
the college, as well as the non-operating revenues and expenses. Annual ad valorem tax revenues,
while budgeted for operations, are considered non-operating revenues in GASB 34-35. Additionally,
State appropriations, which previously have been classified as operating revenues, were reclassified
as non-operating revenues in accordance with directives from the Texas Higher Education
Coordinating Board (THECB). This reclassification is designed to align Texas Community College’s
financial presentation with that of other States.

(In Millions)
2020 2019 % Change 2018
Operating revenue:
Net tuition and fees $ 34.8 $ 39.4 (11.7) $37.2
Federal Funds 6.0 8.7 (31.0) 15.7



CENTRAL TEXAS COLLEGE DISTRICT

Management’s Discussion and Analysis
For the Year Ended August 31, 2020

Grants and Contracts
Auxiliary Funds
Other
Total
Operating expenses
Net operating loss

Non-operating revenues (expenses)
State Appropriations
Local ad valorem taxes
Federal Revenue, Non Operating
Investment income
Total
Increase in net position

Net position — Beginning of year for

Cumul Effect of Change in Accounting Principle

Net position — Beginning of year
Net position - End of year

2.3 2.2 45 2.1
3.0 4.6 (34.8) 5.1
7 _1.2 (41.7) 1.0
46.8 56.1 (16.6)  61.1
_99.5 103.3 (3.7) 1142
(52.7) (47.2) 1.7 (53.1)
22.0 21.6 1.9 22.0
13.3 13.3 - 13.3
18.7 20.3 (7.9) 193
_2.0 _24 (16.7) 1.5
56.0 57.6 (2.8) 6.1
3.3 10.4 (68.3) 3.0
127.9 117.5 8.9 2054
- - (90.9)
127.9 117.5 8.9 114.4
$131.2  $127.9 2.6 $117.5

OPERATING EXPENSES (by functional classification)

Instruction

Public service

Academic support

Student services

Institutional support

Operation and maintenance of plant
Scholarships and related expenses
Auxiliary activities

Depreciation

Total Expenses

(In Millions)
2020 2019 % Change 2018
$ 322 $33.7 4.5) $ 383
4 4 - 1.7
6.4 7.0 (8.6) 7.1
8.6 8.6 - 8.8
17.9 15.7 14.0 20.8
6.3 6.9 8.7) 6.9
21.0 23.3 9.9 22.0
3.1 4.0 (22.5) 4.8
_3.6 3.7 (2.7 3.8
$ 99.5 $103.3 3.7) §$ 1142

OPERATING EXPENSES (by natural classification)

(In Millions)

2020 2019 % Change 2018




CENTRAL TEXAS COLLEGE DISTRICT
Management’s Discussion and Analysis
For the Year Ended August 31, 2020

Salaries and wages $ 454 $ 46.5 24) $46.6
State Benefits 5.6 4.7 19.1 53
Local Benefits 9.4 10.6 (11.3) 10.0
Scholarships and related expenses 20.9 23.3 (10.3) 21.9
Supplies and related expenses 14.6 14.5 7 26.6
Depreciation 3.6 3.7 2.7 3.8

$ 99.5 $103.3 (3.7) $114.2

Expenditures were down across the institution as a result of COVID. Decreased enrollments and
changes in PELL entitlements led to a decrease in approximately $2.4MM in scholarships and related
expenses. Supplies and related expenses show an increase of $.1MM. This is due to CARES
institutional expenditures of $1.1MM and decreased institutional expenditures of $1MM. Stricter
controls were placed on all expenditures as a result in decreased revenue due to COVID.

STATEMENT OF CASH FLOWS

The Statement of Cash Flows provides information about cash receipts and cash payments during the
year. This statement also helps users assess the college’s ability to generate net cash flows, its ability
to meet its obligations as they come due and its need for external financing.

(In Millions)
2020 2019 % Change 2018
Cash provided by (used in):
Operating activities $(53.9) $(52.1) 35§ (39.9)
Non-capital financing activities 53.4 51.4 3.9 52.5
Capital and related financing activities (1.9) (13.3) (85.7) (18.6)
Investing activities 79 11.7 (32.5) 12.1
Net increase (decrease) in cash 5.5 (2.3) 339.1 6.1
Cash - beginning of year 84.2 86.5 (2.7) 80.4
Cash - end of year $ 89.7 $ 842 6.5 $ 86.5

Cash flows from operating activities represents the difference in the incoming and outgoing cash for
all educational operations while cash flows from non-capital financing activities represents the
collection from local ad valorem taxes, State appropriations and federal, non-operating revenue.
Cash flows from capital and related financing activities represent’s the cash paid to contractors
during the year for construction projects and for the purchase of other capital assets. The decrease
was due to the wind down and completion for the campus wide infrastructure project. Overall cash

position remained reasonably consistent. 0



CENTRAL TEXAS COLLEGE DISTRICT
Management’s Discussion and Analysis
For the Year Ended August 31, 2020

THE WAY AHEAD

Central Texas College’s top priority during the pandemic is the safety of our students, faculty,
and staff. Therefore, we have made significant adjustments in how we deliver instruction and
student support services. As with many colleges throughout Texas and across the country,
enrollments are down due to the impact of COVID-19 on everyday living for our students.

As we anticipate and prepare for the full reopening of our main campus and college operations
worldwide, we are focusing much of our attention on student retention by addressing their
educational financial needs, as well as childcare, housing, and food insecurities. In addition to a
generous donation from a local citizen, the college continues to secure funding from federal and
state agencies targeting students who are not in a financial position to complete their education.

The COVID-19 crisis also provides us an opportunity for continued innovation in helping our
students be successful in today’s workforce. In coordination with the Texas Workforce
Commission and industry, CTC continues to develop programs that provide education and
training to fill high demand jobs in our local area. An example of such programs is the recently
negotiated partnership with Ford Motor Company for the Technicians of Tomorrow program.

In addition to the above, CTC is supporting the Texas Higher Education Coordinating Board’s
initiative to help displaced Texas workers reskill or upskill to get back into the workforce. The
Texas Reskilling Support Fund Grant Program is designed to help these individuals and those
students who have previously stopped out of higher education without completing a
postsecondary credential. In consortium with two local colleges, CTC applied for funding and
anticipates an award in December. The college continues to seek grant opportunities to help fund
tuition for students and support innovations in delivering instruction and academic support
during the pandemic.

With the downward trend in enrollments and possible decrease in state appropriations, CTC

continues to seek other sources of funding necessary to deliver an accessible and quality
education to our students around the world.
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CENTRAL TEXAS COLLEGE DISTRICT
STATEMENTS OF NET POSITION
AUGUST 31, 2020 and AUGUST 31, 2019

ASSETS
Current Assets
Cash and Cash Equivalents
Short-Term Investments
Accounts Receivable (net)
Inventories
Prepaid Expenses

Total Current Assets

Noncurrent Assets

Restricted Cash and Cash Equivalents

Other Long-Term Investments

Notes Receivable

Capital Assets (net) (See Note 7)
Total Noncurrent Assets

Total Assets

Deferred Outflows of Resources
Deferred Outflows Related to Pensions
Deferred Outflows Related to OPEB

Total Deferred Outflows of Resources

LIABILITIES
Current Liabilities
Accounts Payable
Accrued Liabilities
Accrued Compensable Absenses-Current Portion
Funds Held for Others
Unearned Revenues
Net OPEB Liability-Current Portion
Total Current Liabilities

Noncurrent Liabilities
Accrued Compensable Absenses
Net Pension Liability
Net OPEB Liability

Total Noncurrent Liabilities

Total Liabilities

Deferred Inflows of Resources
Deferred Inflows Related to Pensions
Deferred Inflows Related to OPEB

Total Deferred Inflows of Resources

NET POSITION as restated
Invested in Capital Assets, Net of Related Debt
Restricted for:
Scholarships and Grants
Unrestricted
Total Net Position (Schedule D)

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

$

FISCAL YEAR
2020

89,133,362
8,000,000
11,145,035
1,871,273
314,644
110,464,314

618,156
16,636,519
50,863
140,002,931
157,308,469

267,772,783

9,054,186
5,097,514
14,151,700

1,599,826
15,822,677
404,376
373,544
8,971,137
1,932,480
29,104,040

1,617,503
22,304,538
59,039,819
82,961,860

112,065,900
9,812,084
28,822,718
38,634,802
140,002,931
1,985,511

(10,764,661)
131,223,781

$

Exhibit 1

FISCAL YEAR
2019

83,621,909
2,500,000
14,215,598
1,551,396
229,332
102,118,235

593,496
28,004,639
80,524
141,711,813
170,390,472

272,508,707

11,022,787
453,047
11,475,834

4,493,875
15,955,036
328,971
373,903
11,068,647
793,981
33,014,413

1,315,884
24,601,154
53,182,285
79,099,323

112,113,736
8,453,277
35,501,062
43,954,339
141,711,813
1,988,266

(15,783,613)
127,916,466



CENTRAL TEXAS COLLEGE FOUNDATION
STATEMENT OF FINANCIAL POSITION
AUGUST 31, 2020 and August 31, 2019

ASSETS
Current Assets
Cash
Total Current Assets

Restricted Assets

Cash

Investments

CSV - Life Insurance
Total Restricted Assets

Total Assets

LIABILITIES
Accounts Payable
Total Liabilities

Net Assets

Without Donor Restrictions

With Donor Restritions
Total Net Assets

Total Liabilities and Net Assets

FISCAL YEAR
2020

157,541

157,541

Exhibit1 - A

FISCAL YEAR
2019

105,570

353,048
11,391,244
111,121

105,570

11,856,313

66,315
9,192,121
106,337

12,013,854

9,364,773

598,152

9,470,343

598,152

422,661

156,648
11,259,054

422,661

11,415,702

100,871
8,946,811

12,013,854

9,047,682

The accompanying notes are an integral part of these financial statements.
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CENTRAL TEXAS COLLEGE DISTRICT Exhibit 2
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
Years Ended August 31, 2020 and August 31,2019

FISCAL YEAR FISCAL YEAR

2020 2019
Operating Revenues
Tuition and Fees (Net) $ 34,774,258 $ 39,425,313
Federal Grants and Contracts 6,047,819 8,737,300
State Grants and Contracts 1,170,163 1,307,392
Non-Governmental Grants and Contracts 1,082,040 852,880
Auxiliary Enterprises ( net of discounts) 3,049,896 4,643,296
General Operating Revenues 652,649 1,159,956
Total Operating Revenues (Schedule A) 46,776,825 56,126,137
Operating Expenses
Instruction 32,204,303 33,731,998
Public Service 412,000 448 418
Academic Support 6,405,119 6,968,476
Student Services 8,551,925 8,607,857
Institutional Support 17,914,909 15,673,404
Operation and Maintenance of Plant 6,322,539 6,913,592
Scholarships and Fellowships 21,011,036 23,305,770
Auxiliary Enterprises 3,060,228 3,990,253
Depreciation 3,626,951 3,700,191
Total Operating Expenses (Schedule B) 99,509,010 103,339,959
Operating Loss (52,732,185) (47,213,822)
Non-Operating Revenues (Expenses)
State Appropriations 21,972,970 21,588,941
Ad Valorem Taxes (Net) 13,371,476 13,352,061
Federal Revenue, Non Operating 18,680,850 20,288,160
Investment Income 2,014,204 2,448,346
Other Non-Operating Revenues (Expenses) 1,804
Net Non-Operating Revenues (Schedule C) 56,039,500 57,679,312
Increase/(Decrease) in Net Position 3,307,315 10,465,490
Net Position
Net Position, Beginning of Year 127,916,466 117,450,976
Net Position - End of Year $ 131,223,781 $ 127,916,466

The accompanying notes are an integral part of the financial statements.
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CENTRAL TEXAS COLLEGE FOUNDATION
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED AUGUST 31, 2020

Revenue, Gains & Other Support
Contributions
Donated Administrative Support
Interest Income
Unrealized/Realized Gains(Loss) on Investment
Other Income

Total Revenues, Gains and Other Support

Expenses and Losses
Program
Scholarships Awarded
Support
College Support
Fund Raising
Donated Administrative Support
Other
Total Expenses and Losses

Change in Net Assets
Net Assets at Beginning of Period

Net Assets at End of Period

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

Exhibit 2-A-1

WITHOUT DONOR WITH DONOR
RESTRICTIONS RESTRICTIONS TOTAL
59,753 1,673,592 1,733,345
235,501 235,501
39,865 39,865
1,018,226 1,018,226
224,983 224,983
295,254 2,956,666 3,251,920
586,999 586,999
1,117 1,117
3,976 56,177 60,153
235,501 235,501
130 130
239,477 644,423 883,900
55,777 2,312,243 2,368,020
100,871 8,946,811 9,047,682
156,648 11,259,054 11,415,702
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CENTRAL TEXAS COLLEGE FOUNDATION
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED AUGUST 31, 2019

Revenue, Gains & Other Support
Contributions
Donated Administrative Support
Interest Income
Unrealized/Realized Gains(Loss) on Investment
Other Income
Net Assets Released

Total Revenues, Gains and Other Support

Expenses and Losses
Program
Scholarships Awarded
Support
College Support
Fund Raising
Donated Administrative Support
Total Expenses and Losses

Change in Net Assets
Net Assets at Beginning of Period

Net Assets at End of Period

Exhibit 2-A-2

WITHOUT DONOR WITH DONOR
RESTRICTIONS RESTRICTIONS TOTAL

82,596 830,874 913,470
158,202 158,202
111,501 111,501
201,530 201,530
184,105 184,105

407,610 (407,610)
648,408 920,400 1,568,808
394,705 394,705
3,242 3,242
55,803 55,803
158,202 158,202
611,952 611,952
36,456 920,400 956,856
64,415 8,026,411 8,090,826
100,871 8,946,811 9,047,682

The accompanying notes are an integral part of these financial statements.
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CENTRAL TEXAS COLLEGE DISTRICT
STATEMENTS OF CASH FLOWS
Years Ended August 31, 2020 and August 31, 2019

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from students and other customers $

Receipts from grants and contracts
Payments to suppliers for goods and services
Payments to or on behalf of employees
Payments for scholarships and fellowships
Payments for loans issued to students
Receipts from collection of loans to students
Other receipts (payments)

Net cash provided (used) by operating activities

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
Receipts from state appropriations
Receipts from Ad valorem taxes
Receipts from non operating federal revenue
Payments for collection of taxes
Receipts from student organizations and other agency transactions
Payments to student organizations and other agency transactions
Net cash provided (used ) by non-capital financing activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Proceeds from the sale of capital assets
Purchases of capital assets
Net cash provided (used) by capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturities of investments
Receipts from interest on investments
Purchases of investments

Net cash provided (used) by investing activities

Increase (decrease) in cash and cash equivalents

Cash and cash equivalents-September 1

Cash and cash equivalents-August 31 $

RECONCILIATION OF NET OPERATING LOSS TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES:

Operating Loss $

Adjustments to reconcile operating income to net cash used
by operating activities:
Depreciation expense
Payments made directly by state for benefits
Changes in assets and liabilities
Receivables (net)
Inventories
Prepaid expenses
Accounts payable
Accrued liabilities
Compensated absences
Unearned revenues
Other Assets
Deferred Inflows and Outflows

Net cash provided (used) by operating activities $

The accompanying notes are an integral part of the financial statements.
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Fiscal Year
2020

32,075,624

9,771,638
(18,550,332)
(59,899,474)
(20,876,071)

(125,498)
103,772
3,599,987

(53,900,354)

19,335,934
13,569,780
20,765,160
(198,304)
14,472,774

(14,473,132)

53,472,212

0

(1,918,069)

(1,918,069)

30,508,783
2,014,204

(24,640,663)

7,882,324
5,536,113

84,215,405

89,751,518

(52,732,185)

3,626,951
869,505

986,253
(319,878)
(85,313)
(2,894,049)
(132,359)
377,024
(2,097,509)
29,661
(1,528,455)

(53,900,354)

Exhibit 3

Fiscal Year
2019

$ 38,136,711

10,936,270
(21,759,399)
(61,823,769)
(23,172,885)
(139,841)

126,521

5,625,145
(52,071,247)

19,834,704
13,551,180
18,251,192

(199,119)
11,933,075
(11,992,030
51,379,002

7,360
(13,272,590)
(13,265,230)

23,593,003
2,448,346

(14,409,742)
11,631,607

(2,325,368)
86,541,273

$ 84,215,405

$ (47.213,822)

3,700,191
746,830

1,158,817
(61,393)
686,224
(5,980,352)
(55,938)

88,008
(2,242,581)
(6,796)
(2,890,435)
$_(52,071,247)



CENTRAL TEXAS COLLEGE DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
August 31, 2020

1. Reporting Entity

The Central Texas College District (CTCD) was established in July, 1965, in accordance with
the laws of the State of Texas, to serve the educational needs of the public and the surrounding
communities. CTCD is considered to be a special purpose, primary government according to the
definition in Governmental Accounting Standards Board (GASB) Statement 14. While CTCD
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.

2. Summary of Significant Accounting Policies

Reporting 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. CTCD applies all
applicable GASB pronouncements. CTCD is reported as a special purpose government engaged
in business-type activities.

Tuition Discounting

Texas Public Education Grants

Certain tuition amounts are required to be set aside for use as scholarships by qualifying
students. This set aside, called the Texas Public Education Grant (TPEG), is shown with tuition
and fee revenue amounts as a separate set aside amount (Texas Education Code §56.033). When
the award is used by the student for tuition and fees, the amount is recorded as tuition discount.
If the amount is dispersed directly to the student, the amount is recorded as a scholarship
expense.

Title IV, Higher Education Act Program Funds

Certain Title IV HEA Program Funds are received by CTCD to pass through to the student.
These funds are initially received by CTCD and recorded as revenue. When the award is used by
the student for tuition and fees, the amount is recorded as tuition discount. If the amount is
dispersed directly to the student, the amount is recorded as a scholarship expense.

Other Tuition Discounts

CTCD awards tuition and fee scholarships from institutional funds to students who qualify.
When these amounts are used for tuition and fees, the amount is recorded as a tuition discount.
If the amount is dispersed directly to the student, the amount is recorded as a scholarship
expense. 19




Basis of Accounting

The financial statements of CTCD have been prepared on the accrual basis whereby all revenues
are recorded when earned and all expenses are recorded when they have been reduced to a legal
or contractual obligation to pay.

Budgetary Data

Each community college district in Texas is required by law to prepare an annual operating
budget of anticipated revenues and expenditures for the fiscal year beginning September 1. The
District’s Board of Trustees adopts the budget, which is prepared on the accrual basis of
accounting. A copy of the approved budget and subsequent amendments must be filed with the
Texas Higher Education Coordinating Board, Legislative Budget Board, Legislative Reference
Library and Governor’s Office of Budget and Planning by December 1.

Cash and Cash Equivalents

CTCD’s cash and cash equivalents are considered to be cash on hand, demand deposits and short
term investments with original maturities of three months or less from the date of acquisition.

Deferred Outflows

In addition to assets, CTCD is aware that the Statement of Net Position will sometimes report a
separate section for deferred outflows of resources. This separate financial statement element,
deferred outflows of resources, represents a consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources (expense) until then.
Governments are permitted only to report deferred outflows in circumstances specifically
authorized by the GASB. A typical deferred outflow for community colleges is a deferred
charge or refunding debt.

Investments

In accordance with GASB Statement No 31, Accounting and Financial Reporting for Certain
Investments and External Investment Pools, investments are reported at fair value. Fair values
are based on published market rates. Short-term investments have an original maturity greater
than three months but less than one year at time of purchase. Long-term investments have an
original maturity of greater than one year at the time of purchase.
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Inventories

Inventories consist of consumable office supplies, physical plant supplies and bookstore stock.
Inventories are valued by the first in, first out method and are charged to expense as consumed.

Capital Assets

Capital assets are recorded at cost at the date of acquisition, or fair value at the date of donation.
For equipment, CTCD’s capitalization policy includes all items with a unit cost of $5,000 or
more and an estimated useful life in excess of one year. Renovations of $100,000 to buildings,
infrastructure and land improvements that significantly increase the value or extend the useful
life of the structure are capitalized. CTCD charges costs of normal maintenance and repairs that
do not add to the value of the asset or materially extend asset’s lives to operating expense in the
year in which the expense is incurred. Depreciation is computed using the straight-line method
over the estimated useful lives of the assets. The following lives are used:

Buildings 50 years
Facilities and Other Improvements 20 years
Library Books 15 years
Furniture, Machinery, Vehicles and Other Equipment 10 years
Telecommunications and Peripheral Equipment 5 years

Other Post-Employment Benefits (OPEB)

The fiduciary net position of the Employees Retirement System of Texas (ERS) State Retiree
Health Plan (SRHP) has been determined using the flow of economic resources measurement
focus and full accrual basis of accounting. This includes, for purposes of measuring the net
OPEB liability, deferred outflows of resources and deferred inflows of resources related to other
post-employment benefits; OPEB expense; and information about assets, liabilities and additions
to/deductions from SRHP’s fiduciary net position. Benefit payments are recognized when due
and are payable in accordance with the benefit terms.

Pensions

CTCD participates in the Teacher Retirement System of Texas (TRS) pension plan, a multiple-
employer cost sharing defined benefit pension plan with a special funding situation. The
fiduciary net position of TRS has been determined using the flow of economic resources
measurement focus and full accrual basis of accounting. This includes for purposes of
measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, pension expense, and information about assets, liabilities and
additions to/deductions from TRS’s fiduciary net position. Benefit payments (including refunds
of employee contributions) are recognized when due and payable in accordance with benefit
terms. Investments are reported at fair value.
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Unearned Revenue

Tuition and fees of $8,859,001 and $11,068,647 have been reported as unearned revenues at
August 31, 2020 and August 31, 2019 respectively. Federal Grant Revenue of $112,136 and
zero have been reported at August 31, 2020 and August 31, 2019 respectively.

Deferred Inflows

In addition to liabilities, CTCD is aware that the Statement of Net Position will sometimes report
a separate section for deferred inflows of resources. This separate financial statement element,
deferred inflows of resources, represents an acquisition of net position that applies to a future
period(s) and so is not recognized as an inflow of resources (revenue) until that time.
Governments are permitted only to report deferred inflows in circumstances specifically

authorized by the GASB.
Estimates
The preparation of the financial statements in conformity with generally accepted accounting

principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

Operating and Non-Operating Revenue and Expense Policy

CTCD distinguishes operating revenues and expenses from non-operating items. CTCD reports
as a BTA and as a single, proprietary fund. Operating revenues and expenses generally result
from providing services in connection with CTCD’s principal ongoing operations. The principal
operating revenues are tuition and related fees. The major non-operating revenues are state
appropriations and property tax collections. Operating expenses include the cost of sales and
services, administrative expenses, and depreciation on capital assets. The operation of food
service is not performed by CTCD.

3. Authorized Investments

CTCD is authorized to invest in obligations and instruments as defined in the Public Funds
Investment Act (Sec. 2256.001 Texas Government Code). Such investments include (1)
obligations of the United States or its agencies, (2) direct obligations of the State of Texas or its
agencies, (3) obligations of political subdivisions rated not less than A by a national investment
rating firm, (4) certificates of deposit, and (5) other instruments and obligations authorized by
statute. The Board of Trustees of CTCD has adopted a written investment policy regarding the
investment of its funds as defined in the Public Funds Investment Act of 1995 (Chapter 2256,
Texas government Code). The investments of CTCD are in compliance with the Trustee's
investment policies. In addition, there were no instances of non-compliance with regards to the

Public Funds Investment Act.
22



4. Deposits and Investments

Cash and Deposits included and reported on Exhibit 1, Statement of Net Position; consist of the

items reported below:

Bank Deposits
Demand Deposits

Cash and Cash Equivalents
Petty Cash on Hand
Certificates of Deposit
Tex Pool
Tex Star
Texas Term
Lone Star

Total Cash and Deposits

Cash and Deposits

Fiscal Year 2020

Fiscal Year 2019

$ 14.807.693
14,807,693

12,020
56,038,000
9,476,462
750,286
2,257,228
6.409.829
74.943.825

$ 89.751.518

$ 10.617.361
10,617,361

14,404
59,387,000
4,355,937
742,544
2,767,843
6.330.316
73.598.044

$ 84.215.405

Reconciliation of Deposits and Investments to Exhibit 1

U.S. Government Securities
U.S. State Securities

Texas Term

Commercial paper

Totals

Total Cash and Deposits
Total Investments
Total Deposits and Investments
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Market Market
Value Value
August 31. 2020 August 31. 2019

$ 14,547,219
2,089,300
8,000,000

24,636,519
89,751,518

24,636,519
$ 114.388.037

$ 24,517,000

2,500,000
3.487.639
30,504,639

84,215,405
30,504.639
$ 114.720.044



Cash and Cash Equivalents (Exhibit 1)
Restricted Cash (Exhibit 1)
Short-Term Investments (Exhibit 1)
Investments (Exhibit 1)

Total Deposits and Investments

89,133,362 83,621,909

618,156 593,496
8,000,000 2,500,000
16,636,519 28.004.639
$114.388.037 $ 114.720.044

Reconciliation of Deposits and Investments to Exhibit 1-A

Common Fund - Bond Fund
Common Fund - Equity Fund
Common Fund - Fixed Income
Totals

Total Cash and Deposits
Total Investments
Total Deposits and Investments

Cash and Cash Equivalents (Exhibit 1-A)
Investments (Exhibit 1- A)
Total Deposits and Investments

Market Market
Value Value
August 31,2020  August 31,2019

$ 2,362,158 $ 1,872,699
8,719,340 6,942,726
309,746 376,696
11.391.244 9,192,121
511,489 171,885
11,391,244 9,192.121
11,902,733 9,364,006
511,489 171,885
11,391,244 9.192.121
$11.902.733 $_9.364.006

As of August 31, 2020 CTCD had the following investments and maturities:

Investment Maturities (in Years)

Fair Value Less than 1 1to2 2t05
U.S. Government Securities $ 14,547,219  $ $2,554,715 $ 11,992,504
U.S. State Securities 2,089,300 2,089,300
Texas Term 8,000,000 8,000,000
Total Fair Value $ 24,636,519 $ 8.000,000 $4,644,015 $ 11,992,504
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As of August 31, 2019 CTCD had the following investments and maturities:

Investment Maturities (in Years)

Fair Value Less than 1 1to2 2t03
U.S. Government Securities $ 24,517,000 $ $20,508,232 $ 4,008,768
Texas Term 2,500,000 2,500,000
Commercial Paper 3.487.639 3.487.639
Total Fair Value $ 30.504.639 $ 5987.639 $20,508.232 $ 4,008,768

Interest Rate Risk In accordance with state law and CTCD policy, CTCD does not purchase
any investments with maturities greater than 10 years.

Credit Risk In accordance with state law and CTCD’s investment policy investments in
mutual funds and investment pools must be rated at least AAA, commercial paper must be rated
at least A-1 or P-1, and investments in obligations from other states, municipalities, counties, etc.
must be rated at least A.

Concentration of Credit Risk CTCD does not place a limit on the amount that may be
invested in any one issuer. More than 5% of CTCD’s investments are in Texas Term (32%)),
FNMA (22%), FHLMC (14%), FFCB (12%), State of Texas Muni (8%) and U.S. Treasury Note
(6%).

5. Fair Value of Financial Instruments

If the inputs used to measure the financial instruments fall within different levels of the
hierarchy, the categorization is based on the lowest level that is significant to their fair value
measurement of the instrument.

The three levels of the fair value hierarchy are as follows:

e Level 1 inputs are quoted prices (unadjusted) in active markets for identical
assets or liabilities that the government can access at the measurement date.

e Level 2 inputs are inputs other than quoted prices included within Level 1 that
are observable for the assets or liability, either directly or indirectly.

e Level 3 inputs are unobservable inputs for the assets or liability.

The fair value hierarchy of investments at August 31, 2020, follows:

Level 1 Level 2 Level 3 Total Total
U.S. Government $14,547,219 $14,547,219
securities
U.S State Securities 2,089,300 2,089,300
Texas Term $ 8.000,000 8,000,000
Total $16.636,519 $ 8,000,000 $24.636.519
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The fair value hierarchy of investments at August 31, 2019, follows:

Level 1 Level 2 Level 3 Total

U.S. Government $24,517,000 $24,517,000
securities
Texas Term $2,500,000 2,500,000
Commercial paper 3.487.639 3.487.639

Total $28.004.639 $2.500.000 $30.504.639
6. Derivatives
None

7. Capital Assets

Capital assets activity for the year ended August 31, 2020 was as follows:

Balance as of

Balance as of

September 1, 2019 Increases Decreases August 31, 2020
Not Depreciated:
Land $ 896,168 896,168
Construction in Progress 36,690,015 428,504 447,664 36,670,855
Subtotal 37,586,183 428,504 447,664 37,567,023
Buildings and Other
Capital Assets:
Buildings 144,292,585 617,102 144,909,687
Land Improvements 10,631,777 949.844 11,581,621
Total Buildings and Other
Real Estate Improvements 154,924,362 1,566,946 156,491,308
Library Books 2,011,049 28,260 172 2,039,137
Furniture, Machinery,
Vehicles, &
Other Equipment 12,062,302 139,814 39,973 12,162,143
Telecommunications &
Peripheral Equipment 10,384,679 202,209 547,105 10,039,783
Total Buildings and Other
Capital Assets 179,382,392 1,937,229 587.250 180,732,371

26



Accumulated Depreciation:
Buildings
Land Improvements
Total Buildings and Other
Real Estate Improvements
Library Books
Furniture, Machinery,
Vehicles & Other
Equipment
Telecommunications &
Peripheral Equipment
Total Accumulated Depr

Net Capital Assets $

Capital assets activity for the year ended August 31, 2019 was as follows:

(48,183,555) (2,357,673) (50,541,228)
(_6.876.292) (_334.254) (_7.210.546)
(55,059,847)  (2,691,927) (57,751,774)
( 1,862,945)  ( 22,059) 172 ( 1,884,832)
( 8,920,344)  ( 579,564) 39,973 (9,459,935)
( 9.413.626)  (_333.401) 547.105 ( 9.199.922)
(75.256,762)  (3.626,951) 587.250 (78.296.463)
141,711,813 (1,261,218) (447,664) 140,002,931

Balance as of

Balance as of

September 1, 2018 Increases Decreases August 31, 2019
Not Depreciated:
Land $ 896,168 896,168
Construction in Progress 24.207.473 12,601,794 119,252 36,690,015
Subtotal 25.103.641 12,601,794 119,252 37.586.183
Buildings and Other
Capital Assets:
Buildings 143,982,001 314,584 4,000 144,292,585
Land Improvements 10,631,777 10,631,777
Total Buildings and Other
Real Estate Improvements 154,613,778 314,584 4,000 154,924,362
Library Books 2,007,550 14,907 11,408 2,011,049
Furniture, Machinery,
Vehicles, &
Other Equipment 12,113,484 153,407 204,589 12,062,302
Telecommunications &
Peripheral Equipment 10,201,514 311,150 127.985 10,384.679
Total Buildings and Other
Capital Assets 178.936.326 794,048 347.982 179.382.392
Accumulated Depreciation:
Buildings (45,834,771) (2,348,784) (48,183,555)
Land Improvements (6,534.272) (_342.020) (6.876,292)
Total Buildings and Other
Real Estate Improvements (52,369,043) (2,690,804) (55,059,847)
Library Books ( 1,848,504) ( 25,849) 11,408 ( 1,862,945)
Furniture, Machinery,
Vehicles & Other
Equipment ( 8,525,772) ( 593,606) 199,034 (8,920,344)
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Telecommunications &

Peripheral Equipment (19.151,679) (_389.932) 127.985 (09.413.626)
Total Accumulated Depr (71,894,998) (3.700,191) 338,427 (75.256,762)
Net Capital Assets $ 132,144,969 9,695,651 (128.807) 141,711,813
8. Non- Current Liabilities

Non-Current liability activity for the year ended August 31, 2020 was as follows:

Balance Balance
September 1, 2019 Additions Reductions August 31,2020  Current
Accrued compensable absences 1,644,855 450,699 73,675 2,021,879 404,376
Net Pension Liability 24,601,154 2,296,616 22,304,538 N/A
Net OPEB Liability 53,976,266 12,317,720 5,321,687 60,972,299 1,932,480
Total Non-Current liabilities $80,222.275  12,768.419 7,691,978 85,298,716 2,336,856
Non-Current liability activity for the year ended August 31, 2019 was as follows:
Balance Balance
September 1, 2018 Additions Reductions August 31,2019  Current
Accrued compensable absences 1,556,847 141,956 53,948 1,644,855 328,971
Net Pension Liability 16,859,073 9,247,739 1,505,658 24,601,154 N/A
Net OPEB Liability 77,903,520 6,196,653 30,123,907 53.976.266 793,981
Total Non-Current liabilities $96,319.440 15,586,348 31,683,513 80,222,275 1,122,952

9. Debt and Lease Obligations

None.

10.  Bonds Payable

None.

11.  Advance Refunding Bonds

None.
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12.  Defeased Bonds Outstanding

None.

13. Short - Term Debt

None.

14. Employees’ Retirement Plans

The State of Texas has joint contributory retirement plans for almost all of its employees.

Defined Benefit Plans
Plan Description

The CTCD participates in a cost-sharing multiple-employer defined benefit pension that has a
special funding situation. The plan is administered by the Teacher Retirement System of Texas
(TRS). TRS’s defined benefit pension plan is established and administered in accordance with
the Texas Constitution, Article XVI, Section 67 and Texas Government Code, Title 8, Subtitle C.
The pension trust fund is a qualified pension trust under Section 401(a) of the Internal Revenue
Code. The Texas Legislature establishes benefits and contribution rates within the guidelines of
the Texas Constitution. The pension’s Board of Trustees does not have the authority to establish
or amend benefit terms.

All employees of public, state-supported educational institutions in Texas who are employed for
one-half or more of the standard work load and who are not exempted from membership under
Texas Government code, Title 8, Section 822.002 are covered by the system.

Pension Plan Fiduciary Net Position

Detailed information about the Teacher Retirement System’s fiduciary net position is available in
a separately-issued comprehensive Annual financial Report that includes financial statements
and required supplementary  information. That report is available at
https://www.trs.texas.gov/TRS%20Documents/actuarial _experience_study 2018.pdf (select
About TRS, then Publications, then Financial Reports) or write to TRS at 1000 Red River Street,
Austin, TX 78701-2698.
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Benefits Provided

TRS provides service and disability retirement, as well as death and survivor benefits, to eligible
employees (and their beneficiaries) of public and higher education in Texas. The pension
formula is calculated using 2.3 percent (multiplier) times the average of the five highest annual
creditable salaries times years of credited service to arrive at the annual standard annuity except
for members who are grandfathered, the three highest annual salaries are used. The normal
service retirement is at age 65 with 5 years of credited service or when the sum of the member’s
age and years of credited service equals 80 or more years. Early retirement is at age 55 with 5
years of service credit or earlier than 55 with 30 years of service credit. There are additional
provisions for early retirement if the sum of the member’s age and years of service credit total at
least 80, but the member is less than age 60 or 62 depending on date of employment, or if the
member was grandfathered in under a previous rule. There are no automatic post-employment
benefit changes; including automatic COLAs. Ad hoc post-employment benefit changes,
including ad hoc COLAs can be granted by the Texas Legislature as noted in the Plan description
above.

Texas Government Code Section 821.006 prohibits benefit improvements if, as a result of the
particular action, the time required to amortize TRS’s unfunded actuarial liabilities would be
increased to a period that exceeds 31 years or, if the amortization period already exceeds 31
years, the period would be increased by such action.

In May 2019, The 86" Texas Legislature approved the TRS Pension Reform Bill (Senate Bill 12)
that provides for gradual contribution increases from the State, Participating employers and
active employees to make the pension fund actuarially sound. Because this action causes the
pension fund to be actuarially sound, the Legislature approved funding for a 13% check in
September 2019. All eligible members retired as of December 31, 2018 received an extra
annuity check in either the matching amount of their monthly annuity or $2,000, whichever was
less.

Contributions

Contributions requirements are established or amended pursuant to Article 16, section 67 of the
Texas Constitution which requires the Texas Legislature to establish a member contribution rate
of not less than 6% of the member’s annual compensation and a state contribution rate of not less
than 6% and not more than 10% of the aggregate annual compensation paid to members of the
system during the fiscal year.

Employee contribution rates are set in state statute, Texas Government Code 825.402. The TRS
Pension Reform Bill (Senate Bill 12) of the 86™ Texas Legislature amended Texas Government
Code 825.402 for member contributions and increased employee and employer contribution rates
for fiscal years 2020 thru 2025.

Contribution Rates

2020 2019
Member 7.7% 7.7%
Non-Employer Contributing Entity (State) 7.5% 6.8%
Employers 7.5% 6.8%
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FY 2019 Member Contributions $2,555,572
FY 2019 State of Texas On-behalf Contributions $ 741,672
FY 2019 District Contributions $1,501,806

CTCD’s contributions to the TRS pension plan in 2020 were $699,568. Estimated State of
Texas on-behalf contributions for 2020 were $741,672.

e As the non-employer contributing entity for public education and junior
colleges, the State of Texas contributes to the retirement system an amount
equal to the current employer contribution rate times the aggregate annual
compensation of all participating members of the pension trust fund during
that fiscal year reduced by the amounts described below which are paid by the
employers.

Public junior college districts are required to pay the employer contribution rate in the following
instances:

¢ On the portion of the member’s salary that exceeds the statutory minimum
for members entitled to the statutory minimum under “Section 21.402 of
the Texas Education Code”.

During a new member’s first 90 days of employment.

e When any part or all of an employee’s salary is paid by federal funding
sources, a privately sponsored source, from non-educational and general,
or local funds.

e When the employing district is a public junior college or junior college
district, the employer shall contribute to the retirement system an amount
equal to 50% of the state contribution rate for certain instructional or
administrative employees; and 100% of the state contribution rate for all
other employees.

e In addition to the employer contributions listed above, when employing a
retiree of the Teacher Retirement System the employer shall pay both the
member contribution and the state contribution as an employment after
retirement surcharge.

Actuarial Assumptions

The total pension liability in the August 31, 2019, actuarial valuation was determined using the
following actuarial assumptions:

e Valuation Date August 31, 2018 rolled forward to
August 31,2019

e Actuarial Cost Method Individual Entry Age Normal

e Asset Valuation Method Market Value

e Actuarial Assumptions:
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Single Discount Rate 7.25%
Long-term expected Investment Rate of Return* 7.25%

Municipal Bond Rate* 2.63%
Last year ending August 31 in the 2017 to 2116

Projection period (100 years) 2116
Inflation 2.3%
Salary increases including inflation 3.05% t0 9.05%
Benefit changes during the year None
Post-employment benefit changes None

* Source for the rate is the Fixed Income Market Data/Yield Curve/Data Municipal Bonds with
20 years to maturity that include only federally tax-exempt municipal bonds as reported in the
Fidelity Index’s “20-Year Municipal GOAA Index.”

The actuarial methods and assumptions were selected by the board of trustees based upon
analysis and recommendations by the system’s actuary. The board of trustees has sole authority
to determine the actuarial assumptions used for the plan. The actuarial methods and assumptions
used in the determination of the total pension liability are the same assumptions used in the
actuarial valuation as of August 31, 2018.

Discount Rate

The single discount rate used to measure the total pension liability was 7.25 percent. The single
discount rate was based on the expected rate of return on pension plan investments of 7.25
percent. The projection of cash flows used to determine this single discount rate assumed that
contributions from active members, employers, and the non-employer contributing entity will be
made at the rates set by the Legislature during the 2019 session. It is assumed that future
employer and state contributions will be 8.5% of payroll in fiscal year 2020 gradually increasing
to 9.55% of payroll over the next several years. This includes all employer and state
contributions for active rehired retirees.

Based on those assumptions, the pension plan’s fiduciary net positon was projected to be
available to make all future benefit payments of current plan members. Therefore, the long-term
expected rate of return on pension plan investments was applied to all periods of projected
benefit payments to determine the total pension liability.

The long-term rate of return on pension plan investments is 7.25%. The long-term expected rate
of return on pension plan investments was determined using building-block method in which
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