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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 5ccompanying financial statements of Central Texas College District, (the
District) as of and for the years ended August 31, 2015 and 2014, 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 Govermment 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.



INDEPENDENT AUDITORS’ REPORT ON THE FINANCIAL
STATEMENTS AND SUPPLEMENTAL INFORMATION (CONTINUED)

Auditor’s Responsibility (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 31,2015 and 2014, 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 and the Schedule of District’s Share of Net Pension Liability
and Schedule of District’s Contributions 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 U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and the State of Texas Single Audit Circular, and are also not a required part of the
basic financial statements.



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
17, 2015, 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.

./ Temple, Texas
December 17, 2015



Central Texas College District
Annual Financial Report
Management’s Discussion and Analysis
For the Year Ended August 31, 2015

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, 2015. 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.



CENTRAL TEXAS COLLEGE DISTRICT
Management’s Discussion and Analysis
For the Year Ended August 31, 2015

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 is presented as well as
Schedules A through F. Each of these 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

. Cash and Investment levels decreased approximately $3.7 million or 3% from the previous
fiscal year. This was due primarily to an increase in the purchase of capital assets.

. The College’s total assets remained very similar to the previous fiscal year.

. The college continues to operate multiple federal contracts with revenues in excess of $13
million. This is a slight decrease from the previous fiscal year and is primarily due to
sequestration and the global war on terrorism. These two events decreased the dollars
available for educational contracts.

. Tuition and Fees remained consistent with the previous fiscal year.

. Distance Education tuition and fees represent approximately $22 million or 48% of total
tuition and fees. Operating revenues clearly reflect military and distance learning initiatives.

. The College Board of Trustees lowered the local ad valorem tax rate for maintenance and
operation from $.1370/100 in 2014 to $.1366 in 2015. Due to the continued growth and
construction in the college district local ad valorem tax revenue increased slightly even with
the reduction in the tax rate. The College’s tax rate has decreased or remained constant for
more than two decades.



CENTRAL TEXAS COLLEGE DISTRICT
Management’s Discussion and Analysis
For the Year Ended August 31, 2015

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.

(In Millions)
2015 2014 % Change 2013
Current assets:
Cash and short-term investments $ 99.0 $ 103.0 (39) $ 9838
Receivables 15.6 16.1 3.1 20.4
Inventory, prepaid expenses and other 2.8 _ 28 - _29
Total current assets 117.4 121.9 (3.7) 122.1
Non-current assets:
Restricted Cash .6 .6 - )
Long-term investments 36.8 36.5 .8 36.5
Notes Receivable - 1 (100.0) -
Capital assets, net of depreciation 106.0 102.0 3.9 101.7
Total non-current assets 143.4 139.2 3.0 138.7
Total assets 260.8 261.1 (__.1) 260.8
Deferred Outflows of Resources
Deferred Outflows Related to Pensions 2.7 n/a 100.0 n/a
Total Deferred Outflows of 2.7 n/a 100.0 n/a
Resources
Current liabilities:
Accounts payable and accrued liabilities 21.0 20.1 4.5 20.4
Accrued absences 3 3 - 3
Unearned Revenues 11.0 13.7 9.7y 14.0
Total current liabilities 32.3 34.1 (5.3) 34.7
Non-current liabilities:
Accrued absences 1.3 1.3 - 1.4
Net pension liability 19.1 _n/a 100. _n/a
Total non-current liabilities 20.4 1.3 1469. 1.4
Total liabilities 52.7 354 48.9 36.1



CENTRAL TEXAS COLLEGE DISTRICT
Management’s Discussion and Analysis
For the Year Ended August 31, 2015

Statement of Net Position (continued)

2015 2014 % Change 2013
Deferred Inflows of Resources
Deferred Inflows Related to Pensions 5.9 n/a 100.0 n/a
Total Deferred Inflows of 59 n/a 100.0 n/a
Resources
Net position
Invested in capital assets, net of related debt 106.0 102.0 39 101.7
Restricted .6 T (14.3) .8
Unrestricted 98.3 123.0 (20.1) 122.2
Total net position 204.9 225. (_9.2) 2247

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.



CENTRAL TEXAS COLLEGE DISTRICT

Management’s Discussion and Analysis
For the Year Ended August 31, 2015

Operating revenue:
Net tuition and fees
Federal Funds
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 2015 restated

Net position - End of year

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)
2015 2014 % Change 2013
$ 449 $ 44.6 7 $ 556
13.2 14.4 ( 8.3) 21.5
1.6 2.0 (20.0) 2.1
7.8 8.9 (12.4) 9.6
1.6 1.8 (11.1) 1.6
69.1 71.7 ( 3.6) 90.4
130.5 134.5 (3.0) 142.7
(61.4) (62.8) (22) (52.3)
24.6 23.9 2.9 22.4
11.6 114 1.8 11.2
25.1 27.5 (8.7) 27.9
_1.0 _1.0 - 4
623 63.8 (2.4) 61.9
9 1.0 (10.0) 9.6
204.0 224.7 (9.2) 215.1
$204.9 $225.7 (9.2) $224.7
(In Millions)
2015 2014 % Change 2013
$ 40.8 $432 (56) $ 49.1
1.6 1.5 6.7 1.5
10.0 9.2 8.7 9.5
11.2 11.6 (3.4 12.1
20.9 19.8 5.6 19.5
7.4 7.6 (2.6) 7.8
27.4 29.7 (7.7) 30.2
7.2 8.0 (10.0) 9.0
4.0 3.9 2.6 4.0
$130.5 $134.5 (3.00 $ 1427



CENTRAL TEXAS COLLEGE DISTRICT

Management’s Discussion and Analysis
For the Year Ended August 31, 2015

OPERATING EXPENSES (by natural classification)

Salaries and wages

State Benefits

Local Benefits

Scholarships and related expenses
Supplies and related expenses
Depreciation

2015
$ 55.8
39
11.9
274
27.5
_ 40
$130.5

(In Millions)
2014 % Change 2013
$57.2 24) $63.0
3.1 25.8 29
13.0 (8.5) 13.3
29.6 (7.4) 30.2
27.7 (.7 294
3.9 2.6 3.9
$134.5 (3.00 $142.7

Salaries and wages, which clearly represent the largest operating expense, decreased slightly from the
previous fiscal year which is a direct result of sequestration and the global war on terrorism. The
Department of Defense had less dollars available to spend on voluntary education and as a result

staffing requirements district wide were decreased.

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.

Cash provided by (used in):
Operating activities
Non-capital financing activities
Capital and related financing activities
Investing activities

Net increase (decrease) in cash

Cash - beginning of year

Cash - end of year

10

2015
$(56.5)
59.7
(8.0)
_8
(4.0)
103.6
$ 99.6

(In Millions)
2014 % Change 2013
$(54.0) 4.6 $ 51.7)
61.6 (3.1 60.8
4.2) 90.5 (9.9)
.9 (11.1) (4.9)
4.3 (193.0) (5.7)
99.3 4.3 105.0
$103.6 39 $ 993



CENTRAL TEXAS COLLEGE DISTRICT
Management’s Discussion and Analysis
For the Year Ended August 31, 2015

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.
These two sections remained similar to the previous year. 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 fact that the only major
renovation or construction projects began very late in the fiscal year and the college had very few
investments mature during the year so purchases of new investments were down drastically.

THE WAY AHEAD

As we reach the 50™ Anniversary of the college and move beyond, we recognize that we are faced
with shrinking revenue from the military tuition assistance program that has played a major part of
our financial success. We are aware that we must find new revenue sources to enhance our financial
position. We are quickly becoming a leader in the Veteran Opportunity to Work — Transition
Assistance program. We have also partnered with the Killeen Independent School District to
establish an Early College High School that is housed on our Central Campus. We have expanded
our course offerings through our re-engineered Evening and Weekend College and extended course
offerings through the Dual Enrollment program with the various school districts in our service area
to include the start-up of our new campus in Fredericksburg, Texas.

We will continue to make every effort to ensure that all of our campuses are relevant and self-
sustaining and we will explore additional ways to increase revenue over expenses for all of our
operations.

In the upcoming year, we will perform a complete analysis of our facility needs and how to best use
our funding for this initiative. Our need for classroom and office space has evolved over the past 50
years and the need for more innovative smart classrooms and office space will remain a challenge
and priority.

11
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CENTRAL TEXAS COLLEGE DISTRICT
STATEMENT OF NET POSITION
AUGUST 31, 2015 and AUGUST 31, 2014

ASSETS
Current Assets

Cash and Cash Equivalents $

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 6)
Total Noncurrent Assets

Total Assets

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

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

Noncurrent Liabilities
Accrued Compensable Absenses
Net Pension Liability

Total Noncurrent Liabilities

Total Liabilities

Deferred Inflows of Resources
Deferred Inflows Related to Pensions
Total Deferred Inflows of Resources

NET POSITION
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.
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FISCAL YEAR
2015

98,992,311
15,607,743
2,389,568
360,720
117,350,342

647,544
36,773,935
46,335
105,940,923
143,408,737

260,759,079

2,678,340
2,678,340

4,082,811
16,416,590
323,948
464,051
10,978,695
32,266,095

1,295,794
19,142,979
20,438,773

52,704,868
5,855,894
5,855,894

105,940,923
644,746

98,290,988
204,876,657

Exhibit 1

FISCAL YEAR
2014

102,968,894
16,116,391
2,443,535
362,599

121,891,419

638,749
36,549,205
66,558
101,954,265

139,208,777

261,100,196

3,739,818
15,912,261
337,182
432,594
13,667,963

34,090,418

1,351,127

1,351,127

35,441,545

101,954,265

697,054
123,007,332

225,658,651



CENTRAL TEXAS COLLEGE FOUNDATION

STATEMENT OF FINANCIAL POSITION Exhibit 1 - A
AUGUST 31, 2015
TEMPORARILY PERMANENTLY
UNRESTRICTED RESTRICTED RESTRICTED TOTAL

Assets

Cash & Cash Equivalents $ 45,507  $ 46,759 11,434 103,700

Investments 609,649 5,803,139 6,412,788

CSV - Life Insurance 93,666 93,666
Total Assets 45,507 750,074 5,814,573 6,610,154
Liabilities

Accounts Payable 17,578 167,503 185,081

Total Liabilities 17,578 167,503 185,081
Net Assets

Unrestricted 45,507 45,507

Temporarily Restricted 732,496 732,496

Permanently Restricted 5,647,070 5,647,070
Total Net Assets 45,507 732,496 5,647,070 6,425,073
Total Liabilities and Net Assets $ 45507 $ 750,074 5,814,573 6,610,154

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

14




CENTRAL TEXAS COLLEGE DISTRICT Exhibit 2
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
Years Ended August 31, 2015 and August 31, 2014

FISCAL YEAR FISCAL YEAR

2015 2014
Operating Revenues
Tuition and Fees (Net) $ 44,969,780 $ 44,626,464
Federal Grants and Contracts 13,189,835 14,372,578
State Grants and Contracts 711,632 713,654
Non-Governmental Grants and Contracts 948,243 1,313,346
Sales of Services of Educational Activities 250,516 391,458
Auxiliary Enterprises ( net of discounts) 7,768,580 8,883,565
General Operating Revenues 1,309,054 1,461,254
Total Operating Revenues (Schedule A) 69,147,640 71,762,319
Operating Expenses
Instruction 40,819,194 43,157,481
Public Service 1,571,368 1,550,326
Academic Support 10,040,220 9,201,209
Student Services 11,167,124 11,644,559
Institutional Support 20,921,434 19,834,504
Operation and Maintenance of Plant 7,392,353 7,649,127
Scholarships and Fellowships 27,423,629 29,646,651
Auxiliary Enterprises 7,210,535 7,969,714
Depreciation 3,962,532 3,863,743
Total Operating Expenses (Schedule B) 130,508,389 134,517,314
Operating Loss (61,360,749) (62,754,995)
Non-Operating Revenues (Expenses)
State Appropriations 24,593,176 23,856,120
Ad Valorem Taxes (Net) 11,595,465 11,447,915
Federal Revenue, Non Operating 25,106,830 27,530,972
Investment Income 1,011,455 961,207
Other Non-Operating Revenues (Expenses) (39,096) (43,977)
Net Non-Operating Revenues (Schedule C) 62,267,830 63,752,237
Increase in Net Position 907,081 997,242
Net Position
Net Position, Beginning of Year 225,658,651 224,661,409
Cumulative Effect of Change in Accounting Principle (Note 7) (21,689,075)
Net Position, Beginning of Year, as Restated 203,969,576 224,661,409
Net Position - End of Year $ 204,876,657 $ 225,658,651

The accompanying notes are an integral part of the financial statements.
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CENTRAL TEXAS COLLEGE FOUNDATION
STATEMENT OF ACTIVITIES Exhibit 2-A
FOR THE YEAR ENDED AUGUST 31, 2015

TEMPORARILY PERMANENTLY
UNRESTRICTED RESTRICTED RESTRICTED TOTAL
Revenues, Gains and Other Suport
Contributions $ 68,231 $ 51,343  $ 95463 $ 215,037
Donated Administrative Support 168,025 168,025
Interest Income 1,844 88,113 89,957
Unrealized/Realized Gains(Loss) on Investment (1,946) (149,573) (151,519)
Other Income 17,742 73,612 91,354
Total Revenues, Gains, Other Support 236,256 68,983 107,615 412,854
Expenses
Program
Scholarships Awarded 42,595 168,279 210,874
Support
College Support 124,680 124,680
Fund Raising 34,481 34,481
Donated Administrative Support 168,025 168,025
Total Expenses 202,506 167,275 168,279 538,060
Changes in Net Assets 33,750 (98,292) (60,664) (125,206)
Net Assets at Beginning of Period 48,416 809,389 5,692,474 6,550,279
Transfers (36,659) 21,399 15,260
Net Assets at End of Period $ 45,507 $ 732,496 $ 5,647,070 $ 6,425,073

The accompanying notes are an integral part of these financial statements.
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CENTRAL TEXAS COLLEGE DISTRICT Exhibit 3
STATEMENT OF CASH FLOWS
Years Ended August 31, 2015 and August 31, 2014

Fiscal Year Fiscal Year
CASH FLOWS FROM OPERATING ACTIVITIES 2015 2014
Receipts from students and other customers $ 42,890,629 $ 44,485,498
Receipts from grants and contracts 14,221,660 20,045,189
Payments to suppliers for goods and services (24,876,385) (27,647,200)
Payments to or on behalf of employees (71,132,105) (72,631,364)
Payments for scholarships and fellowships (27,322,448) (29,548,788)
Payments for loans issued to students (116,844) (84,132)
Receipts from collection of loans to students 140,570 54,709
Other receipts (payments) 9,748,697 11,278,942
Net cash (used) by operating activities (56,446,226) (54,047,146)
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
Receipts from state appropriations 23,217,874 23,197,277
Receipts from Ad valorem taxes 11,776,178 11,626,081
Recepits from non operating federal revenue 24,835,201 26,932,431
Payments for collection of taxes (180,713) (178,166)
Receipts from student organizations and other agency transactions 8,369,669 10,896,578
Payments to student organizations and other agency transactions (8,338,211) (10,800,834)
Other receipts (payments) (11,342)
Net cash provided (used ) by non-capital financing activities 59,679,998 61,662,025
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Proceeds from the sale of capital assets 5,024 7,023
Purchases of capital assets (7,993,309) (4,220,419)
Net cash provided (used) by capital and related financing activities (7,988,285) (4,213,396)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturities of investments 14,757,743 6,939,346
Recepits from interest on investments 1,011,455 961,207
Purchases of investments (14,982,473) (7,012,170)
Net cash provided (used) by investing activities 786,725 888,383
Increase (decrease) in cash and cash equivalents (3,967,788) 4,289,866
Cash and cash equivalents-September 1 103,607,643 99,317,777
Cash and cash equivalents-August 31 $ 99,639,855 $ 103,607,643

RECONCILIATION OF NET OPERATING LOSS TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES:
Operating Loss $ (61,360,749) $  (62,754,995)
Adjustments to reconcile operating income to net cash used
by operating activities:

Depreciation expense 3,962,532 3,863,743

Payments made directly by state for benefits 731,717 658,843

Changes in assets and liabilities
Receivables (net) 780,276 4,949,873
Inventories 53,968 38,895
Prepaid expenses 1,879 35,058
Accounts payable 342,993 (945,255)
Accrued liabilities 504,329 478,322
Compensated absences (69,167) (40,158)
Deferred revenues (2,689,268) (295,857)
Other Assets 20,223 (35,615)
Deferred Inflows and Outflows 1,275,041

Net cash provided (used) by operating activities $ (56,446,226) $  (54,047,146)

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

17



CENTRAL TEXAS COLLEGE DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
August 31, 2015

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 §56.0333).
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 1V, Higher Education Act Program Funds

Certain Title IV HEA Program Funds are received by the College to pass through to the student.
These funds are initially received by the College 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.
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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 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 GASB.

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. The costs of normal maintenance and repairs that do not add
to the value of the asset or materially extend assets’ lives are charged 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

Unearned Revenue

Tuition and fees of $10,978,695 and $13,667,963 have been reported as unearned revenues at
August 31, 2015 and August 31, 2014 respectively.

Related Intra-District Transactions

In order to provide effective and efficient operation and management of the various operating
units and campuses of CTCD, policy, executive direction, and administrative control functions
are performed by the Central Texas College Systems. Each campus shares the cost of operation
of this administrative function.

Similarly, each Continental and International Campus shares the administrative costs associated
with the operation of a specific educational program at that campus.

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.
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Operating and Non-Operating Revenue and Expense Policy

The College distinguishes operating revenues and expenses from non-operating items. The
College reports as a BTA and as a single, proprietary fund. Operating revenues and expenses
generally result from providing services in connection with the College’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 the College.

Pensions

For the year ended August 31, 2015 CTCD implemented the provisions of GASB Statement 68,
Accounting and Financial Reporting for Pensions, as amended by GASB Statement 71, Pension
Transition of Contributions Made Subsequent to the Measurement Date. The fiduciary net
position of the Teacher Retirement System of Texas (TRS) has been determined based on 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,
and 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 the benefit terms. Investments are reported at fair value.

Prior Year Restatement

Beginning net position as of September 1, 2014, has been restated as follows for the
implementation of GASB Statement No. 68, Accounting and Financial Reporting of Pensions, as
amended by GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to
the Measurement Date.

Beginning net position $225,658,651
Prior period adjustment-implementation of GASB 68:
Net pension liability (measurement date of August 31, 2014) (23,505,952)
Deferred outflows-District contributions made during

FY 2014 1.816.932
Recognition of additional contribution adjustment (55)
Beginning net position, as restated $203,969.576
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3. Authorized Investments

The Central Texas College District 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 Central Texas College district has
adopted a written investment policy regarding thee investment of its funds as defined in the
Public Funds Investment Act of 1995 (Chapter 2256, Texas government Code). The investments
of the College District 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.

4. Deposits and Investments

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

Cash and Deposits

Fiscal Year 2015 Fiscal Year 2014
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Bank Deposits

Demand Deposits $ 6,408,910 $ 3,003,312
6,408,910 3,003,312

Cash and Cash Equivalents
Petty Cash on Hand 21,633 21,992
Certificates of Deposit 60,017,552 61,017,552
Tex Pool 19,067,610 23,050,982
Tex Star 708,540 3,206,703
Texas Term 7,177,521 7,171,794
Lone Star 6,010,669 6,004,268
Corporate Stock 227,420 131,040
93,230,945 100,604,331
Total Cash and Deposits $ 99.639.855 $103.,607.643



Reconciliation of Deposits and Investments to Exhibit 1

Market
Value
August 31, 2015

Market
Value
August 31, 2014

U.S. Government Securities $ 30,504,653
Municipal Obligations 2,268,440
U.S. State Agency Securities 2,010,520
Commercial paper 1,990,322
Totals 36,773.935
Total Cash and Deposits 99,639,855
Total Investments 36,773,935
Total Deposits and Investments 136.413.790
Cash and Cash Equivalents (Exhibit 1) 98,992,311
Restricted Cash (Exhibit 1) 647,544
Investments (Exhibit 1) 36,773,935
Total Deposits and Investments $136.413.790

$27,931,750
6,589,955
2,027,500

36.549.205

103,607,643
36.549.205
140,156.848

102,968,894
638,749
36,549,205

$ 140.156.848

Reconciliation of Deposits and Investments to Exhibit 1-A

Market
Value
August 31, 2015

Market
Value
August 31, 2014

Common Fund - Bond Fund $ 1,454,395
Common Fund - Equity Fund 4,031,364
Common Fund - Fixed Income 394,362
Common Fund - Real Estate Securities Fund 532,667
Totals 6,412,788
Total Cash and Deposits 103,700
Total Investments 6,412,788
Total Deposits and Investments 6,516,488
Cash and Cash Equivalents (Exhibit 1-A) 103,700
Investments (Exhibit 1- A) 6,412,788
Total Deposits and Investments $_ 6,516,488
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$ 1,437,958
4,082,903
381,785
646,139
6,548,785

82,424
6.548.785

6.631.209

82,424
6.548.785
$ 6,631,209



As of August 31, 2015 CTCD had the following investments and maturities:

Investment Maturities (in Years)

Fair Value Less than 1 1to?2 2t03
U.S. Government Securities $ 30,504,653 $ 4,500,573 $12,028,233 $ 13,975,847
Municipal Obligations 2,268,440 2,268,440
U.S. State Agency Securities 2,010,520 2,010,520
Commercial Paper 1,990,322 1,990,322
Total Fair Value $ 36,773,935 $ 10,769,855  $12,028,233  $ 13,975,847

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 FNMA (32%), FHLMC
(23%), FHLB (18%), FFCB (11%) and Frisco Texas Municipal Obligation (6%).

5. Derivatives

None

6. Capital Assets

Capital assets activity for the year ended August 31, 2015 was as follows:

Balance as of Balance as of
September 1, 2014 Increases Decreases August 31, 2015

Not Depreciated:

Land $ 896,168 896,168
Construction in Progress 778,063 7.200,123 7.978.,186
Subtotal 1,674,231 7,200,123 8,874,354
Buildings and Other
Capital Assets:
Buildings 126,746,184 126,746,184
Land Improvements 10,364,908 10,364,908
Total Buildings and Other
Real Estate Improvements 137,111,092 137,111,092
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Balance as of

Balance as of

September 1, 2014 Increases Decreases August 31, 2015
Library Books 2,125,014 53,728 43,566 2,135,176
Furniture, Machinery,
Vehicles, &
Other Equipment 10,151,632 400,149 160,004 10,391,777
Telecommunications &
Peripheral Equipment 9,253,296 348,956 43.560 9,558,692
Total Buildings and Other
Capital Assets 158,641,034 802,833 247,130 159,196,737
Accumulated Depreciation:
Buildings (36,708,653) (2,284,672) (38,993,325)
Land Improvements (4,987,743) (458,131) (5,445.874)
Total Buildings and Other
Real Estate Improvements (41,696,396) (2,742,803) (44,439,199)
Library Books ( 1,987,115) ( 37,089) 43,566 ( 1,980,638)
Furniture, Machinery,
Vehicles & Other
Equipment ( 7,058,076) ( 575,679) 117,413 (7,516,342)
Telecommunications &
Peripheral Equipment (07.619.413) ((606,961) 32,385 (_8.193.989)
Total Accumulated Depr (58.361,000) (3.962,532) 193.364 (62.130,168)
Net Capital Assets $ 101,954,265 4,040,424 (53,766 ) 105,940,923

Capital assets activity for the year ended August 31, 2014 was as follows:

Balance as of

Balance as of

September 1, 2013 Increases Decreases August 31,2014
Not Depreciated:
Land $ 896,168 896,168
Construction in Progress 9.279.771 778,063 9,279,771 778.063
Subtotal 10,175,939 778,063 9,279,771 1,674,231
Buildings and Other
Capital Assets:
Buildings 116,156,217 10,589,967 126,746,184
Land Improvements 9,636,104 728,804 10,364,908
Total Buildings and Other
Real Estate Improvements 125,792,321 11,318,771 137,111,092
Library Books 2,232,513 49,771 157,270 2,125,014
Furniture, Machinery,
Vehicles, &
Other Equipment 10,011,055 592,462 451,885 10,151,632
Telecommunications &
Peripheral Equipment 9,201,506 761,123 709,333 9,253,296
Total Buildings and Other
Capital Assets 147,237,395 12,722,127 1,318,488 158,641,034
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Balance as of

Balance as of

September 1, 2013 Increases Decreases August 31,2014
Accumulated Depreciation:
Buildings (34,558,547) (2,150,106) (36,708,653)
Land Improvements (4,559.675) (_428,068) (. 4,987.743)
Total Buildings and Other
Real Estate Improvements (39,118,222) (2,578,174) (41,696,396)
Library Books ( 2,104,430) ( 39,955) 157,270 ( 1,987,115)
Furniture, Machinery,
Vehicles & Other
Equipment ( 6,950,697) ( 547,029) 439,650 (7,058,076)
Telecommunications &

Peripheral Equipment (7.602,738) (698.585) 681,910 (7.619.413)
Total Accumulated Depr (55.776,087) (3.863,743) 1,278,830 (58.361.000)
Net Capital Assets $ 101,637,247 9,636,447 (9,319,429 ) 101,954,265
7. Non- Current Liabilities

Non-Current liability activity for the year ended August 31, 2015 was as follows:

Balance Balance
September 1, 2014 Additions Reductions August 31,2015  Current
Accrued compensable absences 1,688,909 66,433 135,600 1,619,742 323.948
Net Pension Liability 19,142,979 19,142,979 N/A
Total Non-Current liabilities $25,194,916 19,209,412 135,600 20,762,721 323,948
Non-Current liability activity for the year ended August 31, 2014 was as follows:
Balance Balance
September 1, 2013 Additions Reductions August 31,2014  Current
Accrued compensable absences 1,729,067 109,051 149,209 1,688,909 337,782
Net Pension Liability N/A
Total Non-Current liabilities $ _1,729,067 109,051 149,209 1,688,909 337,782

8. Debt and Lease Obligations

None.

9. Bonds Payable

None.
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10.  Advance Refunding Bonds
None.
11.  Defeased Bonds Outstanding

None.

12.  Short - Term Debt

None.

13.  Employees’ Retirement Plans

The State of Texas has joint contributory retirement plans for almost all of its employees.
Defined Benefit Pension 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 may be obtained on the Internet at
http://www.trs-state.tx.us/about/documents/cafr.pdf#CAFR; by writing to TRS at 1000 Red
River Street, Austin, TX 78701-2698; or by calling (512) 542-6592.

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
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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.

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. Texas Government Code section 821.006 prohibits benefit
improvements, if as a result of the particular action, the time required to amortize TRS’ 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. Employee
contribution rates are set in state statute, Texas Government Code 825.402. Senate Bill 1458 of
the 83™ Texas Legislature amended Texas Government Code 825.402 for member contributions
and established employee contribution rates for fiscal years 2014 thru 2017. The 83™ Texas
Legislature, General Appropriations Act (GAA) established the employer contribution rates for
fiscal years 2014 and 2015.

Contribution Rates

2014 2015
Member 6.4% 6.7 %
Non-Employer Contributing Entity (State) 6.8% 6.8 %
Employers 6.8% 6.8%
FY 2014 College Contributions $1,816,932
FY 2014 State of Texas On-behalf Contributions $ 659,344

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. Employers (public, schools, junior college, other entities or the State of Texas as the
employer for senior universities and medical schools) are required to pay the employer
contribution rate in the following instances:
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e 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.

e 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.

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, 2014, actuarial valuation was determined using the
following actuarial assumptions:

e Valuation Date August 31, 2014

e Actuarial Cost Method Individual Entry Age Normal

e Amortization Method Level Percentage of Payroll, Open
e Remaining Amortization Period 30 years

e Asset Valuation Method 5 year Market Value

e Discount Rate 8.00%

Long-term expected Investment Rate of Return* 8.00%

Salary Increases* 4.25% to 7.25%
e Weighted-Average at Valuation Date 5.55%
Payroll Growth Rate 3.50%

*Includes Inflation of 3%

The actuarial methods and assumptions are primarily based on a study of actual experience for
the four year period ending August 31, 2010, and adopted on April 8, 2011. With the exception
of the post-retirement mortality rates for healthy lives and a minor change to the expected
retirement age for inactive vested members stemming from the actuarial audit performed in the
Summer of 2014, the assumptions and methods are the same as used in the prior valuation.
When the mortality assumptions were adopted in 2011 they contained a significant margin for
possible future mortality improvement. As of the date of the valuation there has been a
significant erosion of this margin to the point that the margin has been eliminated. Therefore, the
post-retirement mortality rates for current and future retirees was decreased to add additional
margin for future improvement in mortality in accordance with the actuarial Standards of
Practice No. 35.
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Discount Rate

The discount rate used to measure the total pension liability was 8.0 percent. There was no
change in the discount rate since the previous year. The projection of cash flows used to
determine the discount rate assumed that contributions from plan members and those of the
contributing employers and the non-employer contributing entity are made at the statutorily
required rates. Based on those assumptions/ the pension plan’s fiduciary net position 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 8%. The long-term expected rate of return on pension
plan investments was determined using a building-block method in which best-estimates ranges
of expected future real rates of return (expected returns, net of pension plan investment expenses
and inflation) are developed for each major asset class. These ranges are combined to produce
the long-term expected rate of return by weighting the expected future real rates of return by the
target asset allocation percentage and by adding expected inflation. Best estimates of geometric
real rates of return for each major asset class included in the Systems target asset allocation as of
August 31, 2014, are summarized below:

Long-Term Expected
Expected Contribution to
Target Geometric Real Long-Term
Asset Class Allocation Rate of Return Portfolio Returns*

Global Equity

U.S. 18.0% 4.6% 1.0%

Non-U.S. Developed 13.0% 5.1% 0.8%

Emerging Markets 9.0% 5.9% 0.7%

Directional Hedge Funds 4.0% 3.2% 0.1%

Private Equity 13.0% 7.0% 1.1%
Stable Value

U.S. Treasuries 11.0% 0.7% 0.1%

Absolute Return 0.0% 1.8% 0.0%

Stable Value Hedge Funds 4.0% 3.0% 0.1%

Cash 1.0% -0.2% 0.0%
Real Return

Global Inflation Linked Bonds 3.0% 0.9% 0.0%

Real Assets 16.0% 5.1% 1.1%

Energy and Natural Resources 3.0% 6.6% 0.2%

Commodities 0.0% 1.2% 0.0%
Risk parity

Risk Parity 5.0% 6.7% 0.3%
Inflation Expectation 2.2%
Alpha 1.0%
Total 100.0% 8.7%
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*The Expected Contribution to Returns incorporates the volatility drag resulting from the conversation between
Arithmetic and Geometric Mean returns.

Source: Teacher Retirement System of Texas 2014 Comprehensive Annual Financial Report

Discount Rate Sensitivity Analysis

The following schedule shows the impact of the Net Pension Liability if the discount rate used
was 1 percent less than and 1 percent greater than the discount rate that was used (8%) in
measuring the 2014 Net Pension Liability.

1% Decrease in Discount Rate 1% Increase in
Discount Rate (8%) Discount Rate
(7.0%) (9.0%)
CTCD’s proportionate
Share of the net pension
Liability: $34,207,344 $19,142,979 $7,877,640

Pension Liabilities, Pension Expenses, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions.

At August 31, 2015 the CTCD reported a liability of $19,142,979 for its proportionate share of
the TRS’s net pension liability. This liability reflects a reduction for State pension support
provided to the CTCD. The amount recognized by the CTCD as its proportionate share of the
net pension liability, the related State support, and the total portion of the net pension liability
that was associated with the CTCD were as follows:

CTCD’s Proportionate share of the collective net pension liability $19,142,979
State’s proportionate share that is associated with CTCD 6,961,584
Total $26,104,563

The net pension liability was measured as of August 31, 2014 and the total pension liability used
to calculate the net pension liability was determined by an actuarial valuation as of that date.
The employer’s proportion of the net pension liability was based on the employer’s contributions
to the pension plan relative to the contributions of all employers to the plan for the period
Septemberl, 2013 thru August 31, 2014.

There were no changes of assumptions or other inputs that affected measurement of the total
pension liability during the measurement period.

There were no changes of benefit terms that affected measurement of the total pension liability
during the measurement period.
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There was a change in employer contribution requirements that occurred after the measurement
date of the net pension liability and the employer’s reporting date. A 1.5% contribution for
employers not paying Old Age Survivor and Disability Insurance (OASDI) on certain employees
went into law effective 09/01/2014. The amount of the expected resultant change in the
employer’s proportion cannot be determined at this time.

For the year ended August 31, 2015 the CTCD recognized pension expense of $643,585 and
revenue of $643,585 for support provided by the State.

At August 31, 2015 the CTCD reported its proportionate share of the TRS’s deferred outflows of
resources and deferred inflows of resources related to pensions from the following sources:

Deferred Outflows | Deferred Inflows
of Resources of Resources
Differences between expected and actual economic experience $296,052
Changes in actuarial assumptions $1,244,315
Difference between projected and actual investment earnings $5,850,876
Changes in proportion and difference between the employer’s $5,018
Contributions and the proportionate share of contributions
Contributions paid to TRS subsequent to the measurement date $1,137,973
Total $2,678,340 $5,855,894

The net amounts of the employer’s balances of deferred outflows and inflows of resources
related to pensions will be recognized in pension expense as follows:

Year ended August 31: Pension Expense Amount
2016 $(1,203.706)
2017 $(1,203,706)
2018 $(1,203,706)
2019 $(1,203,706)
2020 $259,013
Thereafter $240,284

Optional Retirement Plan

Plan Description. Participation in the ORP is in lieu of participation in the TRS. The ORP
provides for the purchase of annuity contracts and operates under the provisions of the Texas
Constitution, Article X VI, Sec. 67, and Texas Government Code, Title 8, Subtitle C.

Funding Policy. Contribution requirements are not actuarially determined but are established
and amended by the Texas state legislature. The percentage of participant salaries currently
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contributed by the state and each participant are 6.6 and 6.65%, respectively. CTCD contributes
1.9% for employees who were participating in the optional retirement program prior to
September 1, 1995. Benefits fully vest after one year plus one day of employment. Because
these are individual annuity contracts, the state has no additional or unfunded liability for this
program. S.B. 1812, effective September 1, 2013, limits the amount of the state’s contribution to
50% of eligible employees in the reporting district.

The retirement expense to the State for the CTCD was $1,610,866 and $916,297 for the fiscal
years ended August 31, 2015 and August 31, 2014 respectively. This amount represents the
portion of expended appropriations made by the State Legislature on behalf of CTCD.

The total payroll for all College employees was $55,858,091 and $57,220,308 for fiscal years
2015 and 2014, respectively. The total payroll of employees covered by the Teacher Retirement
System was $38,257,762 and $36,315,879 and the total payroll of employees covered by the
Optional Retirement System was $7,951,975 and $8,664,517 for fiscal years 2015 and 2014,
respectively.

Additionally, substantially all employees of CTCD participate in a defined contribution pension
program which is subject to the provisions of the Employment Retirement Income Security Act
of 1974, as amended. Participating employees are required to contribute 6% of covered
compensation, while CTCD contributes 7%. Total employer contributions made by CTCD
during the years ending August 31, 2015 and 2014 were $2,555,230 and $2,638,246 respectively.
In July 1991, CTCD implemented a supplemental retirement program to comply with the
Omnibus Budget Reconciliation Act of 1990. All part-time employees are required to contribute
3.75% of covered compensation while CTCD contributes 3.75%. Total employer contributions
made by CTCD during the year ending August 31, 2015 and 2014, were $266,531 and $359,070
respectively.

14.  Deferred Compensation Program

College employees may elect to defer a portion of their earnings for income tax and investment
purposes pursuant to authority granted in Government code 609.001. As of August 31, 2015, the
CTCD had no employees participating in the program and no payroll deductions had been
invested in approved plans.

15. Compensable Absences

Full-time employees earn annual leave from .83 to 2.08 days per month depending on the
number of years employed with the CTCD. CTCD's policy is that an employee may carry their
accrued leave forward from one fiscal year to another fiscal year with a maximum number of
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days up to 50 for those employees with 20 or more years of service. Employees with at least six
months of service who terminate their employment are entitled to payment for all accumulated
annual leave up to the maximum allowed. CTCD recognized the accrued liability for the unpaid
annual leave in the amounts of $1,619,742 and $1,688,909 for fiscal year 2015 and fiscal year
2014. Sick leave, which can be accumulated up to 480 hours, is earned at the rate of 8 hours per
month. It is paid to an employee who misses work from illness. Employees are not entitled to
payment for accumulated sick leave upon termination. CTCD’s policy is to recognize the cost of
sick leave when paid. The liability is not shown in the financial statements since experience
indicates the expenditure for sick leave is minimal.

16. Health Care and Life Insurance Benefits

Certain health care and life insurance benefits for active employees are provided through an
insurance company whose premiums are based on benefits paid during the previous year. The
state recognizes the cost of providing these benefits by expending the annual insurance
premiums. The state's contribution per full-time active was $537.66 per month for the year
ended August 31, 2015 ($503.14 per month for Fiscal Year 2014) and totaled $2,363,289 for
Fiscal Year 2015 ($2,201,890 for the year ended 2014). The cost to the state of providing those
benefits for 212 retirees in the year ended August 31, 2015 was $767,350 (retiree benefits for
203 retirees cost $1,334,304 in Fiscal Year 2014). For 459 active employees, the cost of
providing benefits was $1,593,551 for the Year ended August 31, 2015 (active employee benefits
for 458 employees cost $867,586 for the Year ended August 31, 2014). S.B. 1812, effective
September 1, 2013, limits the amount of the state’s contribution to 50% of eligible employees in
the reporting district.

17.  Postemployment Benefits Other than Pensions

Plan Description. In addition to providing pension benefits, the state provides certain health care
and life insurance benefits for retired employees. Almost all of the employees may become
eligible for those benefits if they reach normal retirement age while working for the state. CTCD
contributes to the State Retiree Health Plan (SRHP), a cost-sharing, multiple-employer, defined
benefit postemployment healthcare plan administered by the Employees Retirement System of
Texas (ERS). SRHP provides medical benefits to retired employees of participating universities,
community colleges and state agencies in accordance with Chapter 1551, Texas Insurance Code.
Benefit and contribution provisions of the SRHP are authorized by State law and may be
amended by the Texas Legislature.

ERS issues a publicly available financial report that includes financial statements and required
supplementary information for SRHP. That report may be obtained from ERS via their website
at http://www.ers.state.tx.us/.

Funding Policy. Section 1551.055 of chapter 1551, Texas Insurance Code provides that
contribution requirements of the plan members and the participating employers are established
and may be amended by the ERS Board of Trustees. Plan members or beneficiaries receiving
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benefits pay any premium over and above the employer contribution.

The employer’s share of the cost of retiree healthcare coverage for the current year is known as
the implicit rate subsidy. It is the difference between the claims costs for the retirees and the
amounts contributed by the retirees. The ERS board of trustees sets the employer contribution
rate based on the implicit rate subsidy which is actuarially determined in accordance with the
parameters of GASB statement 45.

The employer contribution rate represents a level of funding that, if paid on an ongoing basis, is
projected to cover normal costs each year and amortize any unfunded actuarial liabilities (or
funding excess) of the plan over a period not to exceed thirty years.

Beginning September 1, 2013, SB 1812 limited the state’s contribution to 50% of eligible
employees for community colleges.

The college’s contributions to SRHP for the years ended August 31, 2015, 2014, and 2013, were
$1,005,788, $897,089 and $858,084, respectively, which equaled the required contributions each
year.

18.  Pending Lawsuits and Claims

On August 31, 2015, various claims involving CTCD were pending. While the ultimate liability
with respect to litigation and other claims asserted against the College cannot be reasonably
estimated at this time, this liability, to the extent not provided by insurance or otherwise, is not
likely to have a material effect on the College.

CTCD's contracts with the U.S. Government are subject to examination by the Defense Contract
Auditing Agency. Management believes that adjustments, if any, resulting from such
examination will have no significant impact on the financial condition or results of operations.

19.  Disaggregation of Receivables, Payables and Other Operating Revenues Balances

Receivables
Receivables at August 31, 2015 and August 31, 2014 were as follows:

Fiscal Year 2015 Fiscal Year 2014

Student Receivables $ 7,599,325 $ 9,096,816
Taxes Receivable 325,500 320,920
Federal Receivables 10,233,666 9,180,641
Accounts Receivable 1,046,682 1,222,977
Interest Receivable 697,687 474,868
Subtotal 19,902,860 20,296,222
Allowance for Doubtful Accounts (4,295,117) (4,179,831)
TOTAL RECEIVABLES $ 15,607,743 $ 16,116,391
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Payables
Payables at August 31, 2015 and August 31, 2014, were as follows:

Fiscal Year 2015 Fiscal Year 2014

Vendors Payable $ 4,082,811 $ 3,739,818
Salaries & Benefits Payable 16,416,590 15,912,261
TOTAL PAYABLES $ 20.499.401 $ 19.652.079

20.  Funds Held in Trust by Others

There are no balances or transactions of funds held in trust by others on behalf of CTCD.

21. Contract and Grant Awards

Contract and grant awards are accounted for in accordance with the requirements of the
American Institute of Certified Public Accountants. For federal contract and grant awards, funds
expended, but not collected, are reported as Federal Receivables on Exhibit 1. Non-federal
contract and grant awards for which funds are expended, but not collected, are reported as
Accounts Receivable on Exhibit 1. Contract and grant awards that are not yet funded and for
which the institution has not yet performed services are not included in the financial statements.
Contract and grant awards funds already committed, e.g., multi-year awards, or funds awarded
during fiscal years 2015 and 2014 for which monies have not been received nor funds expended
total $22,632,105 and $29,593,662. Of these amounts, $22,240,788 and $29,204,496 were from
Federal Contract and Grant Awards, and $391,317 and $389,166 were from State Contract and
Grant Awards.

22. Self Insured Plans

CTCD does not currently maintain self-insured arrangements.  First dollar worker’s
compensation insurance coverage is carried for all College operations. Employee health and
medical malpractice plans are funded. Coverage for unemployment compensation is maintained
through the State of Texas as well as numerous other states in which the College contracts
education. Accrued liabilities are generally based on actuarial valuation, and represent the
present value of unpaid expected claims. Estimated future payments for incurred claims are
charged to current operations.

23. Ad Valorem Taxes

The District’s ad valorem property tax is levied each October 1 on the assessed value listed as of
the prior January 1 for all real and business personal property located in the District.
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