BOARD OF TRUSTEES AUDIT COMMITTEE MEETING
DALLAS COUNTY COMMUNITY COLLEGE DISTRICT
AND RICHLAND COLLEGIATE HIGH SCHOOL
District Office
1601 South Lamar Street
Lower Level, Room 007
Dallas, TX 75215
Tuesday, December 20, 2011

3:00 PM
AGENDA
I. Certification of posting of notice of meeting Dr. Wright Lassiter
I1. Presentation of Letter from Independent Auditors to McConnell &
the Audit Committee of the Board of Trustees Jones, LLP
Committee action: Review
I11. Presentation of Financial Statements and Office of Ed DesPlas

Management and Budget Circular A-133
Supplemental Financial and Compliance Report
Together with Reports of Independent Auditors,
August 31, 2011 and 2010, and, Internal Control
Letter to the Board of Trustees (as provided by Board
of Trustees policy CDC-Local)

Committee action: Review and recommend for
presentation to Board of Trustees at the Special Board
Meeting on December 20, 2011

IV. Presentation of Quarterly Summary of Internal Audit Rafael Godinez
Activities for the Quarter Ended November 30, 2011
(as provided by Board of Trustees policy CDC-Local)
Committee action: Review

V. Review of Chancellor’s Travel Kathryn Tucker
Committee action: No action required

VI. Executive session
The Board may conduct an executive session as authorized under 8551.074

of the Texas Government Code to deliberate on personnel matters, including
commencement of annual evaluation of The Chancellor and any prospective
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employee who is noted in Employment of Contractual Personnel.

As provided by §551.072 of the Texas Government Code, the Board of
Trustees may conduct an executive session to deliberate regarding real

property since open deliberation would have a detrimental effect upon

negotiations with a third person.

The Board may conduct an executive session under 8551.071 of the Texas
Government Code to seek the advice of its attorney and/or on a matter in
which the duty of the attorneys under the Rules of Professional Conduct
clearly conflict with the Open Meetings Act. The Board may seek or
receive its attorney's advice on other legal matters during this executive
session, including a date for the District's general election for trustees.

The Board may conduct an executive session under 8551.076 of the Texas
Government Code to deliberate regarding the deployment or specific
occasions for implementation of security personnel or devices.

VIIl.  Adjournment

CERTIFICATION OF NOTICE POSTED
FOR THE
DECEMBER 20, 2011
AUDIT COMMITTEE MEETING OF THE
DALLAS COUNTY COMMUNITY COLLEGE DISTRICT
AND RICHLAND COLLEGIATE HIGH SCHOOL
BOARD OF TRUSTEES

I, Wright L. Lassiter, Jr., Secretary of the Board of Trustees of the Dallas County
Community College District, do certify that a copy of this notice was posted on
the 16™ of December 2011, in a place convenient to the public in the District
Office Administration Building, and a copy of this notice was provided on the
16" of December 2011, to John F. Warren, County Clerk of Dallas County,
Texas, and the notice was posted on the bulletin board at the George Allen, Sr.
Courts Building, all as required by the Texas Government Code 8551.054.

_ 12

Wright L. Lassiter, Jr., Secretary
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Annual Financial Report
August 31, 2011

Dallas County Community College District

BROOKHAVEN » CEDAR VALLEY « EASTFIELD « EL CENTRQ » MOUNTAIN VIEW
NORTH LAKE « RICHLAND « DALLAS TELECOLLEGE

IT ALL BEGINS HERE.
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H.*I DALLAS COUNTY COMMUNITY COLLEGE DISTRICT

Letter to the Community
Dear Friends and Stakeholders:

Death and taxes notwithstanding, the most potent cons’fant in life today is CHANGE. That is the one word that
describes the landscape of the Dallas County Community College District (the “District) over the past fiscal
year. The changes included the following:

s A second mid-year reduction in state funding following the first one mandated for the previous
fiscal year that ended August 31, 2010;
A continued decline in the tax base for a second consecutive year;
The added operating cost associated ‘with the bulldmgs constructed through the 2004 capitai
improvement bond program, and . _

s A significant continued incredse in enroihnent for each enrollment penod

It was through careful fiscal management and strateglc planmng that the' _
District addressed those changes in a manner that enabled us to continue to
thrive, in spite of the reduced financial resources, and the accomphshments :
of our students continue to make us proud. :

As reported in last year’s message, the State of Texas directed all state ]
agencies and institutions of higher education (including community
co]leges) in January 2010, to adjust for a 5% cut in their budgets for the
remaining years of the biennium. Our strategic action was to absorb 35% during the ﬁrst year and 65% for the
second year. This translated into a $6.5 million decrease for the year ended August 31, 2011.

Then we experienced another change. In December 2010 the State directed an-additional reduction in state
funding of 2.5%. This resulted in another decrease of $2.5 million in the District’s budget. Once again,
through adroit financial and strategic planning we adjusted for that cut through the withdrawal of a planned
minimal salary increase for employees to cover added health benefits, postponing planned technology
investments, and cutting college and district operations budgets for the remainder,

After a 2.86% decrease in the tax base for the year ended August 31, 2010, the first decrease in a decade, the
tax base eroded even further in the 2011 fiscal year with another decrease of 4.76%. Because the maintenance
and operations tax rate was maintained at $0.0778 per $100 valuation with the lower tax base, the District
experienced a reduction of $5.9 millicn in local tax revenue from the previous year,

The combination of reduced state revenue and tax revenue amounted to a reduction in the District budget of
$14.9 million. This development caused the entire district to engage in “belt-tightening.” However, in spite
of those massive changes, the $9.0 million budgeted to cover expenses for the new buildings was left
unchanged.

Tuition revenue represents the third revenue component for the District. We continue to implement the plan of
adjusting tuition on a two-year cycle. For the period covered by this report there was a tuition increase that
resulted in a net increase of $4 million over the prior year’s budget. Part of the increase was due to the tuition
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increase that placed in-district tuition at $45 per credit hour (an increase of $4) as well as correspondmg
increases to the rates for out-of-district and out-of-state/country students.

The bright spot further stems from credit enrollment continuing to grow, although somewhat more modestly
than the previous year. Fall 2010 headcount enrollment increased by 5.2%, while Spring 2011 enrollment
increased by 2.16%. Contact hour enroliment increases were even better — 5.95% and 4.00% for Fall and
Spring respectively. As state funding is currently tied to contact hours, the higher increases in this revenue
category is always welcome news. In spite of the modest increase in tuition of just $4 per credit hour in Spring
2011, the in-district tuition level of the District ranks 47th out of the 50 community college districts in Texas.

Money matters aside, the fundamental reason for the District’s existence is service to students. Our students
continue to shine in the classroom, in service-learning experiences outside the classroom, and in the full range
of athletic and social activities at the colleges. The student chapters of Phi Theta Kappa, the national honor
society for community college students were all recognized for their achievements. Scholarships abound for
those students such as the one associated with the coveted Coca Cola Silver Medallion awarded to a
Brookhaven student at the regional PTK
convention in March. Cedar Valley students won
a “Best Graphics” award at an international film-
making competition; creative Richland College
students won several awards for their work on the
college’s literary magazine. The Eastfield student
newspaper was named among the top five student
newspapers in the nation. Eastfield students won
the National Junior College Athletic Association
Division III men’s baseball championship; and
Mountain View students earned the title of men’s
national basketball champion.

El Centro’s Native American Student Association presented an educational and cultural event at the college and
North Lake’s student chapter of the National Association of Home Builders received a charter award from the
Dallas Area Home Builders Association. These activities and accomplishments are just a representative
handful of the excellent work of our more than 74,000 credit students. Our students have excellent facuity and
staff role models who also have received awards and recognitions, chaired various educational and community
service organizations, and completed advanced degrees.

In order to maintain a quality arena in which our students can learn and grow, fiscal stability and integrity must
be maintained. Each year an audit of our financial records and controls is conducted to determine the District’s
fiscal health and the results presented to the public in the interest of open communication about the District’s
financial condition. The report as of and for the years ended August 31, 2011 and 2010 follows this letter.

The annual financial report contains three primary financial exhibits, management’s discussion and analysis of
the results of operations, notes that further describe the financial condition of the District, schedules
summarizing in more detail the revenues, expenses and net assets of the District, and supplemental statistical
information. All components are required to conform to accounting principles generally accepted in the United
States of America. The financial statements follow the form prescribed by the Governmental Accounting
Standards Board, a national rule-making body for governmental accounting.

Our external auditor, McConnell & Jones LLP, gives assurance that these statements are prepared in
conformance with the standards. In addition, rules established by the federal government under the Office of
Management and Budget Circular A-133 and the State of Texas Single Audit Circular prescribe special
requirements for a single audit of grants, including student financial aid, issued by the federal and state
governments. The results of the single audit are included as the last section of the annual financial report.
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While no bonds were issued this year, the District maintains a triple-A rating on its tax supported debt with
Standard and Poors, Inc., Moody’s Investors Service, Inc. and Fitch Ratings. When many governmental units
and educational institutions were being downgraded in the middle of 2011 after the United States government’s
rating downgrade, the District received notification from one of its rating agencies that the District’s ratings
were not impacted by these other rating actions.

We are confident the attached report will support the conclusion that the District, while fiscally challenged this
year, has successfully preserved its financial fidelity.

Respectfully submitted, .

: o

A
S —

Edward M. DesPlas
Executive Vice Chancellor, Business Affairs

Wright L. Lassiter, Jr.
Chancellor
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INDEPENDENT AUDITORS’ REPORY

To the Board of Tiustees
Dallas County Community College District

We have audited the accompanying financial statements of the business-typé activities and discretely
presented component units of Dallas County Community College District (the “District™), as of and for
the vears ended August 31, 2011 and 2010, which collectively comprise the District’s basic financial
statements as listed in the table of coments. These financial statements are the responsibility of the
District's management. Our responsibility is to express an opinion on these financial statements based
on oux 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 of
materizl misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An andit also includes assessing the accounting principles
used and the significant estimates made by management, as well as evaluating the overall ﬁnmaal
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all matenal respects, the
business-type activities and discretely presented component unit of the District as of August 31, 2011
and 2010, and the respective changes in financial position and cash flows theveof for the years then
ended in conformity with accounting principles generally acceptedin the United States of America

In accordance with Goverv:mentéudztmg Standords, we have also issued our report dated DAT QPEN
PENDING MAN ; .. on our consideration of the District’s
itemal control over financi repomng and on our tests of its compliance with certain provmons of
laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of otir testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinior on intemal control over financial reporting or on
compliance. That report is an integral part of an andit performed in accordance with Governmernt
Auditing Stemdards and should be considered in assessing the results of our audits.

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages X through XX 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 previde any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.
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Our audlts were conducted for the purpose of forming an opinion on the financial statements that
The introductory and statistical sections

_ i 3¢ . respectively. are presented for purposes
of additional analys&s and are not a requueti part ‘of the financial statements. The introductory and
statistical sections 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.
The accompanying supplemental schedules of operating revenmes. opemating expenses by object, non-
operating revenues and expenses, net assets by source and _awaﬁablhty ¢ '
schedules of expenditures of federal and state awards on page
through = respectively, are presented for purposes of additional analys:s as required by the Texas
Higher Education Coordinating Boaxd, U.S. Office of Mabhagement and Budget Circular A-133, Audits
of States, Local Goverrments, and Nou-Profit Orgavizations, and the State of Texas Single Audit
Circular, respectively. and are also not a required part of the financial statements. The supplemental
schedules and the schedules of expenditures of federal and state awards are the responsibility of
management and were derived from and relate directly to the undedying accounting and other records
used to prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the basic financial stateménts and certain additional procedures, including
comparing and reconciling such information directly to the undedying accounting and other records
used to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of Amenica. In
our opinion, the information is faily stated in all material respects in refation to the basic financial

statements as a whole.

Houston, Texas
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DALLAS COUNTY COMMUNITY COLLEGE DISTRICT

Management’s Discussion and Analysis

Following is management’s discussion and analysis of the financial activity of the Dallas County Community
College District (the “District”) for the fiscal years ended August 31, 2011 and 2010. This section is designed
to help readers understand some of the conditions and events contributing to the current financial position of
the District as well as to point out trends and changes in the results of operations. Please read it in conjunction
with the Letter to the Community, the District’s basic financial statements and the footnotes (see Table of
Contents). Responsibility for the completeness and fairness of this information rests with the District,

Financial Highlights for 2011

s The District’s net assets at Angust 31, 2011 are reported at $456.9 million. Approximately 61.2% of the
net assets amount reflects the investment in capital assets, net of related debt.

e The District’s operating loss is $355.9 million.

¢  Net assets decreased $3.3 million.
Financial Highlights for 2010

»  The District’s net assets at August 31, 2010 are reported at $460.3 million. Approximately 57.7% of the
net assets amount reflects the investment in capital assets, net of related debt.

s  The District’s operating loss is $338.2 million.

»  Net assets increased $9.8 million.
Overview of Financial Statements

The District qualifies as a special-purpose government engaged in business-type activities and the financial
statements are prepared on that basis. The resulting financial statement format focuses on the District as a
whole. The District’s basic financial statements are designed to emulate the corporate presentation model
whereby the District’s fiscal activities are consolidated into one column total. Comparative data from the prior
year is shown in a separate column on the face of each of the statements,

The financial statement format consists of three primary statements: the Statements of Net Assets, the
Statements of Revenues, Expenses and Changes in Net Assets, and the Statements of Cash Flows. As required
by Governmental Accounting Standards Board (GASB) Statement No. 34, Basic Financial Statements - and
Management’s Discussion and Analysis - for State and Local Governments, an accrual basis of accounting is
employed. This means that transactions are recorded as incurred rather than when cash changes hands.

The focus of the Statements of Net Assets is to iflustrate the financial position of the District at a point in time.
This statement exhibits the current financial resources (short-term spendable assets) along with assets planned
to be held for more than a year, shows amounts owed against those assets, and reveals the amount of remaining
or “net” assets available fo the District for further endeavors.

The Statements of Revenues, Expenses and Changes in Net Assets presents the operating results of the District,

as well as non-operating revenues and expenses. Of the three main sources of revenue--ad valorem taxes, state
appropriations and tuition, only tuition represents an exchange for services. Taxes and state appropriations

Audit Committee Meeting 12/20/2011 Page 11 of 113 Printed 12/16/2011 9:00 AM



Preliminary and Tentative

represent non-exchange transactions and thus are considered non-operating revenues. This approach to
presenting revenues and expenses is intended to summarize and simplify the user’s analysis of the

various District services to students and the public. Depending on whether revenues or expenses are greater for
the year, a net increase or net decrease in net assets is created. The ending balance of net assets on this
statement agrees with that shown on the Statements of Net Assets.

The Statements of Cash Flows combines information from the Statements of Net Assets and the Statements of
Revenues, Expenses and Changes in Net Assets to illustrate the effect of various actions of the District on the
availability and ultimate change in the amount of cash from one year to the next. The cash provided or used by
operations, capital and non-capital financing, and investing activities combine to show the net change in cash
and cash equivalents. The final portion of the Statements of Cash Flows reconciles the net income or loss from
operations to the cash provided or used by operations.

In fiscal 2004, the District implemented GASB 39, Determining Whether Certain Organizations are
Component Units. Three criteria are applied to determine whether certain affiliated organizations should be
reported discretely in the financial statements as component units. The criteria include whether 1) the parent
organization provides financial support to the affiliated organization and the economic resources received or
held by the affiliate are entirely or almost entirely for the direct benefit of the parent organization, 2) the parent
organization is entitled to or otherwise has the ability to access the majority of the economic resources received
or held by the affiliate and 3) such resources are significant to the parent organization. All three criteria must
be satisfied. The Texas Higher Education Coordinating Board has determined that for Texas community
colleges, economic resources from an affiliated organization that are an amount equal to at least 5% of the
parent organization’s net assets are significant.

Having met all three criteria, the Dallas County Community College District Foundation, Inc. (the
“Foundation”) has been discretely presented in the District’s statements as a component unit by inclusion of the
statements and footnotes of the Foundation in the District’s statements and footnotes. Because the financial
statements of the Foundation are presented in a different format from the District and are incompatible with the
District financial statements, the Foundation financial statements are presented on separate pages from the
Dhstrict financial statements. The Foundation is a non-profit organization established in 1973 with its sole
purpose being to provide benefits such as scholarships and grants to the District. In recent years, a large part of
its focus has been to build an endowment for the Rising Star Scholarship program. This program is designed to
encourage and assist recent high school graduates, who might not otherwise feel they can afford a college
degree and often whose families have never had a member attend college, to continue theit education,

A new operating unit of the District began its first full year of operations in the year ended August 31, 2007.
This operating unit is a high school for which the Texas Education Agency (TEA) granted a charter in October
2005, The Board of Trustees of the District subsequently approved the charter in May 2006. For 2010-2011,
TEA listed the Accrediation Status as Accredited. Operated under Richland College, one of the seven colleges
of the District, the Richland Collegiate High School of Mathematics, Science, and Engineering (“RCHS”)
opened in August 2006 with 176 students at the junior level. Those students moved up to senior level and a
new class of juniors began studies in August 2007. Students take college courses for which they concurrently
receive high school credit. At the end of two years, students can graduate from high school while having also
earned an associate degree at the college level. The school produced two such graduates in its first year of
operation and in May 2008 graduated its first full class, almost all of whom received both a high school

diploma and an associate’s degree.

While the high school receives state reimbursement based on average daily attendance, the college also receives
state funding dollars for the contact hours. TEA requirements necessitate tracking RCHS revenues and
expenses separately from those of the college. But because the high school “contracts” with the college for
instructional and administrative services, the legal identity is the same as the District, and the high school
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shares the same Board of Trustees with the District, the RCHS is included as an operating unit in the District’s
financial statements, More information can be found in Footnote 24, including a Statements of Net Assets and
a Statements of Revenues, Expenses and Changes in Net Assets, a Statement of Cash Flows and other
schedules for the RCHS alone.

Comparative Financial Information

In order to show the trends for the two years shown in the Statements of Net Assets (Exhibit 1), a summary of
three years of data (in thousands) for the years ended August 31, 2009 through 2011 follows.

Fiscal Year Fiscal Year Fiseal Year
2009 2010 2011
CURRENT ASSETS: $ 81,907 125,506 137,486
NON-CURRENT ASSETS:
Capital assets, net of depreciation 665,995 708,573 700,888
Other . 267036 208306 192,108
Total assets 1,014,938 1,042,385 1,030,482
CURRENT LIABILITIES 141,467 135,854 158,165
NON-CURRENT LIABILITIES 422 991 446,27_8 415,399
Total liabilities 564,458 582,132 573,564
NET ASSETS: )
debt 252,511 265,613 281,853
Restricted 11,7068 11,902 5,828
Unrestricted 186,261 182,738 169,237
Total net assets $__ 450480 460,253 456,918

The difference between what the District owns, its assets, and what it owes, its liabilities, are the net assets. At
August 31, 2010, the difference in assets and liabilities was $460.3 million while at August 31, 2011, the
difference was $456.9 million. As can be seen, the former is an increase from August 31, 2009 of approximately
$9.8 million or 2.2% while the more recent year is an decrease of $3.3 million or 0.7%.

A review of the assets on the preceding table reveals shifts between current assets and non-current “other”
assets for the years ended August 31, 2009 through August 31, 2011. Current assets increased from $81.9
million at August 31, 2009 to $125.5 million at August 31, 2010, an increase of $43.6 million or 53.2% while
the non-current “other” assets decreased from $267.0 million to $208.3 million, a decrease of $58.7 million or
22.0%. Continuing the trend, but on a smaller scale, the change of current assets from the year ended August
31, 2010 to August 31, 2011 was an increase of $12.0 million or 9.6% but for non-current “other” assets was a
decrease of $16.2 million or 7.8%. Capital assets first increase $42.6 million or 6.4% from 2009 to 2010 but
then decrease $7.7 million or 1.1% as construction neared completion for the District’s major facility expansion
program by the end of 2010 but then begins to depreciate in the fiscal year ended Angust 31, 2011.

Current liabilities decreased for the year ended August 31, 2010 over August 31, 2009 by $5.6 million or 4.0%
followed by an increase of $22.3 million or 16.4% for the year ended August 31, 2010 over August 31, 2011.
The decrease in the earlier fiscal year is primarily related to a reduction in accounts payable neited against an
increase in deferred revenues caused by increased enrollments for the Fall semester that year. The increase in
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the most current fiscal year of $22.3 million or 16.4% is due mainly to accrued eatly retiremnent incentives of
$8.5 million and a deferred revenue increase of $12.5 million as both enrollment increased and a tuition
increase implemented in Spring 2011 hit Fall for the first time when students registered in August. Non-current
liabilities increased from August 31, 2009 to August 31, 2010 by $23.3 million or 5.5% but decreased $30.9
million or 6.9% for the year ended August 31, 2011. The increase in the earlier year basically represents the net
difference of the last $47.1 million of general obligation bonds issued and the amount moved to current
liabilities for payment in the next fiscal year. The decrease in the latter year is tied to the movement of the
current portion of bonds payable to current labilities along with the decrease in accrued compensable absences
caused by the fact that those taking early retirement received vacation payouts in September 2011 that normally
would have been part of non-current liabiiities if the early retirement had not been taken.

The following is a graphic illustration of the breakdown of net assets for the years ended August 31, 2009
through 2011. Restricted net assets has remained fairly steady for the years ended August 31, 2009 and 2010
but decreased somewhat for the year ended August 31, 2011 due to use of unexpended bond proceeds and
reduced restrictions for debt service. Those assets invested in capital assets net of related debt have increased
steadily over the same period as construction of the bond program projects was completed. A slight dip in
unrestricted net assets has occurred since August 31, 2009 inversely proportional o the increase in net asgets
invested in capital assets.

Comparison of Net Assets
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Operating revenues, after growing for several years, declined slightly in 2011. The change began during the
year ended August 31, 2010 when the rate of growth was lower resulting in only 4$5.2 million increase or 5.4%
to $101.2 million for the period ended August 31, 2010. But the decrease was $1.7 million or 1.73% for the
~year ended Aungust 31, 2011. Operating expenses increased in both years, rising 15.5% to $439.4 million for
the period ended August 31, 2010 followed by a more modest 3.6% increase to $455.3 million for the vear
ended August 31, 2010. The increase in expenses outpaced the revenues for both years resulting in a 19.0% or
$53.9 million increase in operating loss for the period ended August 31, 2010 but a less significant 5.2% or
$17.7 million increase in operating loss for the period ended August 31, 2010. The operating loss was offset by
a net increase in non-operating revenues as they grew $40.2 million or 13.0% for the year ended August 31,
2010. But even though there was a net increase in non-operating revenue of $4.6 million or 1.32% for the year
ended August 31, 2011, it was not enough to cover the operating loss, resulting in a decrease in net assets for
the first time since switching to the GASB 34 format for financial statements in 2002. The increase in net
assets dropped 58.5% or $13.8 million for the year ended August 31, 2010 from August 31, 2009 but decreased
134.1% or another $13.1 million from the year ended August 31, 2010 to the year ended August 31, 2011 fora
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total decrease in net assets of $3.3 million.

Results of operations and non-operating activities are summarized in the following table, which was prepared
from the Statements of Revenues, Expenses, and Changes to Net Assets (Exhibit 2).

REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
YEARS ENDED AUGUST 31, 2009 THROUGH 2411

(In Thousands)
Fiscal Year Fiscal Year = Fiscal Year
2009 2010 ' 2011

QOPERATING REVENUES $ 96,043 $ 101,196 $ 99448
LESS OPERATING EXPENSES 380,291 439,354 455,310
NET OPERATING LOSS (254,248) (338,158 (355,862)
NON-OPERATING REVENUES

AND EXPENSES 307,777 347,931 352,527
INCREASE/(DECREASE) INNET

ASSETS 23,529 9,773 (3,335)
NET ASSETS - BEGINNING OF YEAR 426,951 450,480 460,253
NET ASSETS - END OF YEAR $ 450,480 $ 460253 - .:(3,335)__ $ 456,918

The two major sources of operating revenues are tuition and various grants and contracts. Tuition revenue is
reported net of discounts for tuition paid by various federal, state and local grants, including those associated
with the Title IV Higher Education Administration Program. Additionally, state mandated or locally approved
remissions and exemptions are reported as discounts against tition, Grants and contracts provided 29.6% of
operating revenue for the year ended August 31, 2009 increasing somewhat to 31.9% of operating revenue for
the year ended August, 31, 2010 but increasing more significantly to 39.0% of operating revenue for the year
ended August 31, 2011. Both federal grants and contracts and state grants and contracts revenue contributed to
this increase each year. Tuition constituted 62.4% and 60.0% of net operating revenue respectively for the
years ended August 31, 2009 and 2010 (see Revenue by Source graph) but rocketed to 74.6% of net operating
revenue for the year ended August 31, 2011. The offset in part by an increase in tuition discounts—especially
for Pell grants-~reduced tuition as a percent of total operating revenues or it would have been even higher.

Generally accepted accounting principles, under pronouncements of the Governmental Accounting Standards
Board, prohibit reporting two major sources of revenue of the District as operating revenue--state
appropriations and ad valorem tax revenues-—on the basis that each represents revenue from non-exchange
transactions. Accordingly, state appropriations and revenues recognized from ad valorem taxation are reported
as non-operating revenues. This results in reporting large operating losses which are significantly decreased
after inclusion of these non-operating revenues and others that really are intended to contribute to operations.
State appropriations are restricted by law to be used only for the educational and general expenses of the
institution, which are its prime operations. Ad valorem tax revenues are broken into two types—those for
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maintenance and operations and those for debt service. The maintenance and operations portion is specifically
designed to apply to operations, although a portion can be used for paying maintenance tax notes. Interest
revenue is obtained through pooled investments, a large portion of which is attributable to operations. Also
federal financial aid was recently reclassified to non-operating revenue by GASB even though the portion that
relates to tuition is required to be reported as a tujtion discount against operations. If those non-exchange
transactions that really apply to operations were reported as such, the Statements of Revenues, Expenses and
Changes in Net Assets would look like the following.

ALTERNATIVE REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
YEARS ENDED AUGUST 31, 2009 THROUGH 2011

{In Thousands)
Fiscal Year Fiscal Year - Differe Fiscal Year
2009 2010 2011

OPERATING REVENUES $ 96,043 5 101,19 ) : § 99,448
OTHER SUPPORT FOR QPERATIONS 264256 330,252 331,493
LESS OPFRATING EXPENSES 380,291 439,354 455,310
NET OPERATING INCOME 10,008 (7,906) (24,369)
NON-OPERATING REVENUES

AND EXPENSES 13,521 17,679 21,034
INCREASE/ADECREASE) IN NET

ASSETS 23,529 9,773 {3,335)
NET ASSETS - BEGINNING OF YEAR 426,951 450,480 460,253
NET ASSETS - END OF YEAR $ 450,480 $ 460,253 (-3,-335):; $ 456,918

State appropriations increased 3.3% or $3.9 million for the year ended August 31, 2010 over the year ended
August, 31, 2009--this in spite of a mid-year reduction requested in January 2010 by the State of Texas and a
portion of appropriations reported as a grant because paid by American Reinvestment & Recovery Act (ARRA)
funds. The increase after the cut was possible only because of an increase in appropriation for the new
biennium granted by the 81 legislative session over the previous one. But for the year ended August 31, 2011
a decrease in appropriations of $3.9 million or 3.19% brought the total back to less than the previous biennium
as the first cut for fiscal year 2011 reduced the appropriation by 65% of the original 5% cut plus an additional
2.5% in the summer. '

Tax revenue, net of collection fees and bad debt, increased for the year ended August 31, 2010 but decreased
for the year ended August 31, 2011. In spite of the first decrease in the tax base for over a decade (down
2.86%) for the 2009 tax year, there was a 4.0% or $6.1 million increase for the year ended August 31, 2010
over the year ended August 31, 2009 mainly due to an increase in the assessment of a debt service tax levied for
repayment of the general obligation bonds issued for the construction projects approved by voters May 2004.
There was an increase from $0.0135 per $100 valuation for debt service to $0.0171 per $100 valuation-a 26.7%
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increase over the prior year. The tax base for tax vear 2010 deteriorated an additional 4.86% while the rate
stayed the same resulting in the $3.9 million or 3.19% tax revenue reduction. However, the debt service tax
rate increased from $0.0171 per $100 valuation to $0.02143 per $100 valuation. Tax revenue net of bad debt
allowances and collection fees has exceeded state appropriations as the primary funding source in all three
fiscal years, representing 47.5% , 43.5% and 42.7% of total non-operating revenues for the years ended August
31, 2009 through 2011, respectively, compared to 37.0%, 33.7% and 32.2%for state appropriations.

Federal scholarship revenue net of discounts grew from 12.6% of non-operating for the year ended August 31,
2009 to 20.3% and 23.7% of non-operating for the years ended August 31, 2010 and 2011, respectively. It has
steadily increased with an 83.9% or $34.0 million increase at August 31, 2010 over the year ended August 31,
2009 and another 18.2% or $13.5 million for the year ended August 31, 2011,

Investment income, also a non-operating revenue, decreased 11.5% or $1.0 million for the year ended August
31, 2010 over the year ended August 31, 2009. This trend continued with a further decrease of 46.6% or $3.4
million for the vear ended Aungust 31, 2010 over the year ended August 31, 2011 due to continued market
declines and some of the older, higher-interest eaming investments being called or matured. Interest on capital
related debt from August 31, 2009 to August 31, 2010 grew 18.7% or $2.6 million for the year ended August
31, 2010. New general obligation bonds with a principal value of $47.1 million were issued during the year as
well as $49.3 million of general obligation refunding bonds to refund the Series 2004 General Obligation
Bonds. The interest on capital related debt grew an additional 9.61% or $1.6 million although no new bonds

were issued.

The result of all these changes was that net non-operating revenues increased $40.2 million or 13.0% for the
year ended August 31, 2010 over the year ended August 31, 2009 and $4.6 million or 1.3% for the year ended
August 31, 2011.

The following are graphic illustrations of revenues by source for both operating and non-operating revenues for
the years ended August 31, 2009 through 2011, which were prepared from the Statements of Revenues,
Expenses, and Changes in Net Assets (Exhibit 2).

Revenue by Source
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The breakdown of operating expenses by functional area for the years ended August 31, 2009 through 2011
appears in the following table. .

OPERATING EXPENSES

YEARS ENDED AUGUST 31, 2009 THROUGH 2011
(In Thousands)
Fiscal Year Fiscal Year Fiscal Year
2009 2010 2011
OPERATING EXPENSE
Instruction $ 150,414 $ 161,769 $ 168329
Public service 13,954 13,503 12,191
Academic support 19,363 20,065 19,988
Student services 35,151 38,354 37,616
Institutional support 67,196 72,466 69,729
Operation and maintenance of plant 33,000 38,718 38,844
Scholarships and fellowships 33,144 61,104 72,415
Auxiliary enterprises 9,539 10,389 10,216
Depreciation 18,530 22,986 25,982
TOTAL 3 380=291 - 8 439,354 - § 455310

Audit Committee Meeting 12/20/2011 Page 18 of 113 Printed 12/16/2011 9:00 AM



Preliminary and Tentative

The following is a graphic iHlustration of operating expenses for fiscal years 2009 through 2011.

Operating Expenses

Instruction 36.8%

37.0%
Pablic Service

Academic Support

Student Services - .

02009
®2010

Institutional Support
|20t

Operation and Maigtenance of Plant

Scholarships and Fellowships

Auxiliary Enterprises

Depreciation 5.2%
” B 5.7%

0% 5% 10% 5% 20% 15% 30% 35% 40% 45%

As would be expected, the bulk of operating expenses are for instruction with a trend of steady growth in
keeping with the growth in revenue and shown by an increase of $11.4 million or 7.5% for the period ended
August 31, 2010 and $6.6 million or 4.05% for the year ended August 31, 2011. However, the percent of total
expenses represented by instructional expenses has been fairly steady for the periods ended August 31, 2009
through 2011 due to increases in other functional areas. For instance scholarships and fellowships has grown
monumentally over the years ended August 31, 2009 through August 31, 2011 as it increased $28.0 million or
84.4% for the year ended August 31, 2010 and an additional $11.3 million or 18.5% for the year ended August
31, 2011 as Title IV awards increased significantly each of the past three years. Also depreciation has steadily
increased as new buildings became operational, increasing $4.5 million or 24.1% for the year ended August 31,
2010 and another $3.0 or 13.0% for the year ended August 31, 2011. Institutional support increased $5.3
million or 7.8% for the year ended August 31, 2010 over the vear ended August 31, 2009 but decreased $2.7
million or 3.8% for the year ended Aungust 31, 2011. Public service, Academic Support, and Student services
all decreased for the year ended August 31, 2011 as budgets were cut to meet the state appropriation reductions
while Instruction was preserved as much as possible to address the growing enroliment needs.

As required when meeting the criteria delineated in GASB 39, the District began including the statements of the
Foundation following each of its own statements in the year ended August 31, 2004. For the fiscal year ended
August 31, 2010, the Foundation’s net assets were $30.4 million, an amount that represents 6.6% of the
District’s net assets for the same period. For the fiscal year ended August 31, 2011, the Foundation’s net assets
were $33.5 million, which represents 7.3% of the District’s net assets for the same fiscal year. The income from
the Foundation is partially used to fund grants and scholarships for the students and employees of the District.
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However, most of the Foundation’s net assets are permanently restricted and therefore not available for the
District’s direct use. Permanently restricted net assets of the Foundation were $26.2 million and $26.9 million

for the years ended August 31, 2010 and 2011 respectively.

Financial Analysis

The continuous reduction in the total of cash and investments from the year ended August 31, 2009 through
2011 reflects the fact that the District’s $450 million bond program approved by voters in May 2004 was
nearing completion. The final tranche of $41.7 million of generai obligation bonds for the program was issued
in January 2010. The projects were in effect completed by the end of the 2010 fiscal year. No new bonds were
issued during the year ended August 31, 2011. For the year ended August 31, 2010, $9.0 million was added to
the depository account where it could earn more money than investment pools, where much of the District’s
funds had been kept because of low interest earnings in longer term types of investments. Earnings on the $9.0
milfion are used to offset banking fees.

The line item “Capital assets not subject to depreciation” changed from $188.1 million for the year ended
August 31, 2009 to only $50.6 million for the year ended August 31, 2011. This reflects the movement of the
cost of completed projects from construction in progress to depreciable assets, particularly in the year ended
August 31, 2010. The projects were virtually done with only some final bills to be received and paid in 2011.
Depreciable capital assets increased to $650.3 million, which includes most of the $450 million bond projects.
However, about $27.5 million of the bond program was spent on land purchases.

Bonds payable for the year ended August 31, 2009 reflects the addition of $315.0 million in general obligation
bonds after repayment of outstanding commercial paper that was used for an interim financing program on the
capital bond program. However, the commercial paper program ended November 2009. The final $47.1
million in general obligation bonds was issued in January 2010. Both years’ increases were netted against
payment of the current portion of bonds payable. Since no new bond issues were processed for the year ended
August 31, 2011, the bonds payable indicates a decrease in bonds outstanding.

Net assets, the difference between total liabilities and total assets, increased for the year ended August 31,
2010. But for the first time since GASB 34 reporting methodology was implemented in 2002, a decrease in net
assets has occurred for the year ended August 31, 2011. This can be seen as the product of increased
enrollments, creating more costs to educate the higher number of students, and the reduction in state
appropriations and tax revenue. Additional costs were also created by the implementation of an early
retirement incentive program that will help curb costs for the future. Eligible employees were offered 80% of
their annual salary if they retired by August 31, 2011 or 50% if they retired by January 31, 2012. This caused
more expense for the year ended August 31, 2011 but will create savings when positions are either not filled or
replaced with employees at entry level salaries.

Tuition revenue has increased over the past two fiscal years and so have allowances and discounts. The net
tuition revenue increase is due to enrollment increases each semester coupled with a 10% increase in tuition
that occurred in Spring 2011, The discounts for tuition grew particularly in relation to Title IV federal financial
aid.

Federal grant and contract revenue increased for the year ended August 31, 2010, increasing $2.8 million or
15.0% while state grants remained relatively flat. The increases were mainly the result of funding from the
American Recovery and Reinvestment Act, particularly as part of the state-funded appropriations passed
through the Texas Higher Education Coordinating Board and pass through funding from the Dallas County
Local Workforce Development Board. But there was a decrease of $1.4 and $1.1 million, respectively, for
federal and state grants as some grants were not renewed. Non-governmental grants and contracts increased
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$1.7 million for the year ended August, 31, 2011.

Various functional expenses as a percent of total operating expenses shifted somewhat for the year ended
August 31, 2011, This reflects attempts to lower costs in areas where possible in order to accommodate the
costs of increasing enrollments. No salary increases were given for the year just ended, and only a $300 per
year increase per person was given in the year ended August 31, 2010 to help cover increased benefit costs.
Instruction still grew because of increasing enrollment as did Scholarships & Fellowships to cover the
increasing number of students needing financial aid to attend school. Depreciation increases reflect the number
of new buildings now starting their depreciation cycle.

State appropriations experienced an increase of $3,9 million or 3.3% for the year ended August 31, 2010 as it
was the first year of the new biennium. This increase would have been larger except that the amount was
reduced $3.4 million when the State mid-year, as a cost-cufting saving measure, asked for a plan to reduce
appropriations 5% for the biennium. Also $1.7 million of appropriations is accounted for as a federal grant
because it came through the American Recovery and Reinvestment Act. In its plan the District decided to
reduce 35% of the 5% cut during the year ended August 31, 2010 with the remaining 65% coming out of the
year ended August 31, 2011. However, in December 2010 the State asked higher education to make an
additional cut of 2.5% bringing the District back to its 2009 fiscal year levels for the year ended August 31,

2011,

The tax based declined 2.9% for the year ended August 31, 2010, but tax revenue for M&O was reduced only
slightly as the tax rate was raised to $0.0778 per $100 of valuation. But overall tax revenue increased because
the debt service rate was increased to $0.0171 per $100 of valuation to accommodate the issuance of the final
tranche of general obligation bonds of $47.1 million. The year ended August 31, 2011 reflects a decrease in tax
revenue because the rate for maintenance and operations was left the same as for 2010 while the tax base
deteriorated an additional 4.6% causing over a $6 million reduction in available money. Earning investment
income for the past two years has been a challenge as interest rates have remained at record lows. The $9.0
million added to the depository bank and the addition of municipal bonds to the investment portfolio helped to
diversify investments and earn some greater rates than found in other investments. The District’s investment
policy was modified to allow the purchase of the municipal bonds and is allowable under the Public Funds

Investment Act.

As a result of all of the activity described above, the net assets of the District increased $9.8 million for the year
ended August 31, 2010 but actually decreased for the year ended August 31, 2011. Decreases in state
appropriations and the tax base combined with increases in enrollment growth and scholarship applications all
contributed to this last year’s decrease in net assets. Conservative spending helped keep the reduction lower

than it might otherwise have been.

Capital Asset and Non-Current Debt Activity

As of August 31, 2009, the District had recorded $919.3 million in capital assets, and $253.3 million in
accumulated depreciation resulting in $666.0 million in net capital assets. For the year ended August 31, 2010,
net capital assets increased $42.6 million or 6.4%. By August 31, 2011, the amounts had decreased by $7.7
million or 1.1%. After rapid movement toward completion in prior years of a large number of capital
construction projects under the bond program approved in May 2004, the changes are indicative of the
completion of that program and the beginning of depreciation for the buildings placed into service.
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The following table summarizes the breakdown of capital assets by fiscal year:

CAPITAL ASSETS, NET
YEARS ENDED AUGUST 31, 2009 THROUGH 2011
{In Theusands)

Fiscal Year - Difference - Fiscal Year . Differ " Fiscal Year

2009 2010 2011

CAPITAL ASSETS:

Land and improvements $ 64,283 $ 65225 $ 64,653

Buildings & building improvements 633,445 786,172 841,387

Equipment, furniture, and software 62,689 67,938 72207

Library books 10,060 10,016 10,428

Construction in progress 148,851 53,841 11,584

Total 9i9,328 083,192 1,000,259

Less accumulated depreciation {253,332) (274,619 (299,372)
Net capital assets $ 665,996 $ 708573 $ 700,887

After several years of issuing bonds related to the 2004 capital improvement program, none were issued for the
year ended August 31, 2011, The last tranche of the $450 million bond program was issued in January 2010 for
$47.1 million. In addition a bond refunding was accomplished for the Series 2004 general obligation bonds in
June 2010 to take advantage of the lower interest rates. The result was the issuance of $49.3 million of Series
2010 General Obligation Refunding Bonds to refund $50.6 million of the Series 2004 bonds. Savings targets
were met. There are no current plans for any new bond issues or refunding.

In preparation for selling the general obligation bonds, Standard & Poors, Inc., Moody’s Investors Service, Inc.
and Fitch Ratings all assigned their highest credit rating of AAA. Some of the reasons cited for the rating were
(1) a strong tax base, (2) flexible revenue sources, and (3) strong fiscal management. Having the top rating from
all three rating agencies provided an advantage to the District as issues were sold, There are only a handful of
community colleges in the country that have the highest rating from all three rating agencies.

In January 2006 the board approved a commercial paper program to be used as an interim financing method for
the 2004 general obligation bond projects. The limit outstanding was not to exceed $150.0 million at any given
time. Authority for community colleges to issue commercial paper was approved by the legislature in 2006.
The first tranche of $25 million was issued in September 2007 followed by an additional $100 million in
November 2007. The full amount was refunded by a new issue of general obligation bonds issued September
2009. Since it was no longer needed, the commercial paper program was eliminated by board of trustees’
resolution at its November 3, 2009 meeting.

Additional information on both capital assets and long term debt can be found in notes 5 and 6.
Currently Known Facts, Decisions and Conditions

The 82™ Legislature for the State of Texas changed the state appropriation landscape significantly. In prior
years health benefits were almost fully funded and retirement matches were fully funded. But now, although
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appropriations tied to contact hour funding have remained about the same, significant reductions in
appropriations for health benefit contributions from the State and a limit of retirement matching to 6% of each
institution’s state appropriation has been implemented. So in spite of the general revenue appropriations
remaining approximately the same, they are being eaten up by the need to fill the gap in benefit funding, which
translates into about $12 million for the District.

The certified tax base decreased by another 1.4% for the tax year 2011, This time the Board voted to raise the
rate to $0.0789 per $100 valuation for maintenance and operations so that the tax revenue would remain
approximately the same as for the year ended August 31, 2011. The debt service rate was lowered slightly to
$0.02077 per $100 valuation. The only salary increase given for the new fiscal year was to cover employee
benefit cost increases of $300 per person for 2011 and an additional $325 per person for 2012, costing about

$1.7 million.

Additional cost cutting measures are being sought through efficiencies of operations to help bridge funding
gaps. One significant step taken was to offer the early retirement incentive program, mentioned previously, to
eligible employees so that long time employees with higher salaries could be replaced with entry level salaried
employees or the position could be eliminated altogether. Approximately $10 million of fund balance was used
to pay for the incentive. A 3-S5 year payback is expected and over 230 employees took advantage of the offer.

The District has the second lowest tuition and fees rate among the State’s 50 community colleges as well as
having the third lowest maintenance and operations tax rates. This gives some flexibility in making up any
budget shortages through tuition or tax increases.

Contacting the District’s Financial Management

This financial report is designed to provide the District’s citizens, taxpayers, students, investors, and creditors
with a general overview of the District’s finances and to demonstrate the District’s accountability for the money
it receives, If you have questions sbout this report or need additional financial information, contact the Business
Affairs office at 4343 TH-30, Mesquite, Texas 75150,
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PALLAS COUNTY COMMUNITY COLLEGE DISTRICT EXHIBIT 1

STATEMENTS OF NET ASSETS
AUGUST 31, 2011 AND 24010

ASSETS 2011 2010
CURRENT ASSETS:
Cash and cash equivalents £ 45743218 $ 46,551,281
Accounts receivable (net of allowance for uncollectible accounts) 42,099 808 38,144,527
Tuition and fees receivable (net of allowance for uncollectible accounts) 11,528,291 9,219 830
Taxes receivabk (net of allowance for uncollectible accounts) 1,597,336 2125427
Deferred charges, net 34,315,707 27277008
Notes receivable 19,375 49404
Inventories 5984406 663,163
Prepaid expenses _1,584.435 1,473,409
‘Total current assets 137486,616 125,506,049
NON-CURRENT AND RESTRICTED ASSETS:
Restricted cash and cash equivalents 11,708,116 247,358
Long-term investments 175,238,789 202,659,905
Deferred charges, net 5,160,847 5,398,956
Capital assets, net
Not subject to depreciation 50,603,545 93,503,817
Subject to depreciation 650,284,221 615,069,063
Total non-current and resiricted assets 892,995,518 916,879,099
TOTAIL ASSETS 1,030482,134 1,042,385,148
LIABILITIES
CURRENT LIABILITIES:
Accounts payabk 27434,705 31,098,994
Accrued liabilities 15,356,841 5,618,523
Accrued compensable absences——current portion 8,673,803 6,929,658
Funds held for others 2,517,802 2,518,257
Deferred revenues 76,295498 63,748,440
Bonds payvable-—current portion 27,886,0_53 25,940,339
Total current liabilities 158,164,702 135,854,211
NON-CURRENT LIABILITIES:
Restricted accrued labilities 808,235 1,714,728
Accrued compensabke absences 1,940,994 4,027,133
Bonds payable 412,650,174 440,536,227
Total non-current liabilities 415,399403 446,278,088
TOTAL LIABILITIES 573,564,105 582,132,299
NET ASSETS
Invested in capital assets, net of related debt 281,852,766 265,612,880
Restricted for:
Unexpended bond proceeds 3,037.934 6,068,463
Debt service 2,789,849 5,833,807
Unrestricted 169237480 182,737,699

TOTAL NET ASSETS (Schedule D)

The accompanying notes are an integral part of the financial statements.
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EXHIBIT 1A
Dallas County Community College District Foundation, Inc.
STATEMENTS OF FINANCIAL POSITION
August 31, 2011 and 2010
2011 2010
ASSETS:
Cash and cash equivalents 5,987,505 7,194,417
Investments 24,582,798 19,853,108
Accrued interest and dividends receivable 52,049 56,897
Contributions receivable, net 3,020,406 3,496,168
Other assets 10,606 10,617
Total assets 33,653,364 30,611,207
LIABILITIES AND NET ASSETS: '
LIABILITIES:
Due to affiliate 165,277 188,382
Accounts payable 19,956 22,247
Total liabilities 185,233 210,629
NET ASSETS:
Unrestricted 2,893,448 1,357,294
Temporarily restricted 3,686,000 2,872,938
Permanently restricted 26,838,593 26,170,346
Total net assets 33,468,131 30,400,578
Total liabilities and net assels 33,653,364 30,611,207

See Note 23 of the primary government organization.
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DALLAS COUNTY COMMUNITY COLLEGE DISTRICT EXHIBIT 2

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
YEARS ENDED AUGUST 31, 2011 AND 2010

2011 2010
OPERATING REVENUES:
Tuition and charges (net of discounts of $36,473,907 and $33,278,631, respectively) $ 60320922 % 60,679,753
Federal grants and contracts 20307272 21.675227
State grants and contracts 6,680,684 7,733,013
MNon-governmental grants and contracts 4.546919 2.832,108
Sales and services of educational activities 526,579 627,008
Awuxiliary enterprises 5,163,347 5408863
General operating revenues 1,901,831 2,240,074
Total operating revenues (schedule A) 99,447,554 101,196,046
OPERATING EXPENSES:
Instruction 168,328,724 161,769,590
Public service 12,191,195 13,502,908
Academic support 19,988,006 20,064,645
Student services 37616047 38,353,725
Institutional support 69,729,069 72466072
Operation and maintenance of plant 38,843,816 38,718,617
Scholarships and fellowships 72,414,788 61,103,659
Awuxiliary enterprises 10,216,128 16,389,098
Depreciation 25982044 22,986,128
Total operating expenses (schedule B) . 455309,817 439.354 442
OPERATING LOSS (355,862,263) (338,158,396)
NON-OPERATING REVENUES (EXPENSES):
State appropriations 119,373,173 123,303,929
Maintenance ad valorem taxes (net of bad debt 158,309 361 159,137,404
and collection fee of $3.774,842 and $3,715,304, respectively)
Federal revenue, non-operating 87,927,083 74.418,624
Gifts 148,556 83,299
Investment income 3,943,390 7384454
Gain on sale of investment : 6,734 -
Interest on capital related debt (18,094,031) (16,507,721)
Loss on disposal of fixed assets (35,292 (1,040.,680)
Other non-operating revenue 1,362,919 1571370
Other non-operating expense (414,450) {419,536}
Net non-operating revenues (expenses} (Schedule C) 352,527.443 347931143
INCREASEADECREASE) IN NET ASSETS (3,334,820) 9,772,747
NET ASSETS:
Net Assets—Beginning of Year 460,252,849 450,480,102
Net Assets—End of Year $ 456918029 $ 460252849

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

Audit Committee Meeting 12/20/2011 Page 26 of 113 Printed 12/16/2011 9:00 AM



‘uonezIuesio JusunaAod Axewid s Jo ¢7 210N 998

BLSODPOL 8 OPEOLIOC....§. BLGZIBL 8 FerleT 3 IET80VEE § 6088807 & OGOUSOE .  RPVEEST . §
Q60'SED'6T £CTVIOOT 998'0L6T LOTDS0T BLEOOFOE OFEOLEOT REETURT PELLSET
ZRES9ET £22°951 ZLOZ06 L31°L0E £5'L90°¢ LPTRLL LWL FST9ES'T

- [CTE QE60R] (006 - 2EFIT [CZA%IY) For'g)
ZLC86L T - - TETR6L | 080'E68°] - - 080°£68'1
SITSSY - - SIT o5k 063°560 - - 069°¢69
TL6TIT - - AT 069°7E1 - - 069°Z¢T
EPTTHE - - EPETHE ao0'ige - - o0a'ieg
LOOEFE | - - LO0EVE'T 06E 6611 - - 065 661 |
LIRS - - RLTEPD STLCE - - SUYLSS
678669 - - 828669 S9ETHY - - S9ETHY
FOLEOL'E [ 9£1 19, S0EROET £09°006'y 608160 9Z¢'1£8 S6VLEF £

- - O ISET) OPS IS T - E {LSv'860°T) LEF360°E
861'666 - y8IP09 P1076E £09°L0TT - S1€'968 2RI
61900 - - 619°00¢ LLLOOS - - LLL99S
019°18Z - LYS65T £9LTT [§T¥0 - $55 1k 968’1
LLTTCT $  65TV6T §  ISERFET 0§ L90%6EE $ TETHLY $ 6086V $  £167168 $  oTIesT S

FE0F, ﬁuuo._hmvvm palansay ﬁu*umbmw.ab ﬁﬁo&. PRSIy ﬁﬁ&.ﬂwu& ﬁEﬁmu.ED
Apuatens g Apiesodaiay ALUSHERILL I Auesodwa],
0102 10T
010T Pue ] 10T ‘[ € sndny papus siwa g
SHLLIALLDV 0 SINFWHIVIS
*u] ‘uonepuno g 3NN 233q10D fummuro)y Aunoe)) sefleq
V7 LI IIHXA

JAIBIUL ], PUB ATRUWIal]

AVEA 0 (NI SIISSY LaN
YVEA 3O DNINNIDAS ‘SLASSY VAN
SLESSY JTdN NI HDNVIHD
SUOIRIUIEIT I0UOD BC potRq “SPU BoGMDY ZSIRAF
SHENHALXH TYLOL
SIMAINS teeEBoad-uou [e10 ]
Bursterpuny
feaouad pue mowsduunpy
:5a0A538 rgBord-nop
Sadkatns wiedfoad (eiog,
SJUBIY
SpIRME dR[SIBIOYDS
ISOMATRS WRFodg
SHSNAIXH
SINNIATH IVLOL
SUCHDL)EAT IE0Y PISEOIOT £J9SSE IO
SusEIISIADE U0 smed pazeaiin P paziEar JaN
sjyouaq poe seuems  sselopdma panquiue)
DEOUE 1samwiuy
SUOHAQULED)
SHANAATE

Printed 12/16/2011 9:00 AM

Page 27 of 113

Audit Committee Meeting 12/20/2011



Preliminary and Tentative

PALLAS COUNTY COMMUNITY COLLEGE DISTRICT EXHIBIT 3
STATEMENT OF CASH FLOWS
YEARS ENDED AUGUST 31, 2011 AND 2610
2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from students and other customers 3 71.989.336 % 74,681,022
Receipts from grants and contracts 39,621,289 35,058,414
Payments to suppliers for goods and services (91,498,365) (115.783,111)
Payments to or on behalf of employees (250,376,676) (248,118,308)
Payments for scholarships and fellowships (76,325,914} (62,597,386)
Loans issued to students (49,044) (106,758)
Collection of loans to students 56,154 82,370
Other receipts 1,901,831 2,240,074
Net cash used by operating activities (304,681,389 " {314,543,683)
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES:
Receipts frem ad valorem taxes 162,880,366 162,760,498
Payments for collection of taxes (4,042.9]13) (4,143,531)
Receipts from state appropriations 104,330,446 107,751,080
Receipts from federal grants for non operating activities 82,703,352 66,546,853
Receipts from federal ssadent foan programs 27,644,721 22,734,240
Payments of federal loans to students (27,535,799) (22,489,448)
Receipts from stmdent organizations and other agency transactions 3,208,590 2,995 843
Payments 1o student organizations and other agency transactions (3.066,413) (2.543,066)
Other receipts 7950 7,116
Other payments - {33,197)
Net cash provided by non-capital financing activities 346,130,300 333,586,388
CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES:
Proceeds on issuance of capital debt - 50,011,636
Proceeds from the sale of capital assets 2,040 22,731
Purchases of capital assets (15,334,617 {64,252.943)
Payments on capital debt - refi.mding - (1,022 ,080)
Payments on capital debt - principal (23,925,000) (20,875,000)
Payments on capital debt - interest (21,121,3190) . {19,678,348)
Met cash used by capital and related financing activities {60,378,767) (55,794,004}
CASH FLOWS FROM INVESTING ACTIVITIES: ) .
Proceeds from sales and maturities of investments 158,032,734 376,005,600
Interest on investments 2,507,943 6,605,684
Purchase of investments (130,958,126) (326,615,324)
Net cash used by investing activities 29,582 551 55,995 360
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 10,652,695 19,244,061
CASH AND CASH EQUIVALENTS, SEPTEMBER 1 46,798,639 27,554,578
CASH AND CASH EQUIVALENTS, AUGUST 31 $ 57,451,334 % 46,798,639

Reconciliation of net operating loss to net cash used
by operating activities . .
Operating loss b (355.862,263) $ (338.158.,396)
Adjustments to reconcile net operating loss to net cash
used by operating activities:

Depreciation expense 25,982,044 22,986,128
Bad debt expense 1,207,800 775,400
Payments made directly by State for benefits 13,042,727 15,552,849
Changes in assets and labilities:
Receivables (net) (2,218,752) {2,296,560)
Deferred expenses {7.201,159) (3,738,843)
Inventories 66,717 81,659
Notes receivable ' 30,029 4,052
Prepaid expenses (111,026) 29,631
Accounts payable (3,664,289) (18,689,646)
Accrued liabilities 9,841,719 576,639
Compensated absences (341,994) 385,200
Deferred revenue 12.547,058 7,948,204
Net cash used by operating activities $ (304,681,389) % (314,543 683)

The accompanying notes are an integral part of the financial statements.
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EXHIBIT 3A
Dallas County Community College District Foundation, Inc.
STATEMENTS OF CASH FLOWS
Years ended August 31, 2011 and 2010
2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets $ 3,067,553 $ 1,365,482
Adjustments {o reconcile change in net assets to net
cash provided by operating activities:

Contributions resiricted for long-term purposes (691,809) (294,259)

Net realized and unrealized gains on investments (2,207,603 (999,198)

Changes in operating assets and liabilities:

Accrued interest and dividends receivable 4,848 (16,527)
Contributions receivable 475,762 925,000
Other assets (I .
Due 1o affiliate (23.105) (354,540)
Accounts payable (2,291) (78,539)
Total adjustments (2,444,209} (817,073)
Net cash provided by operating activities 623,344 548,409
CASH FLOWS FROM INVESTING ACTIVITIES: o

Proceeds from investment sales 5,502,237 11,463,076

Purchases of investments {8,024,302) (11,485,808)
Net cash used in investing activities (2,522,065) (22,732)
CASH FLOWS FROM FINANCING ACTIVITIES:

Contributions restricted for endowments 691,809 - 204259
Net cash provided by financing activities 691,809 294,259
(DECREASE) /INCREASE IN CASH AND CASH '

EQUIVALENTS (1,206,912) 819,936
CASH AND CASH EQUIVALENTS, BEGINNING OF -

YEAR 7,194,417 6,374,481
CASH AND CASH EQUIVALENTS, END OF YEAR $  5,987505 $ 7,194417

See Note 23 of the primary government organization.
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DALLAS COUNTY COMMUNITY COLLEGE DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
AUGUST 31, 2011 AND 2010

1.

REPORTING ENTITY

The Dallas County Community College District (the “District”) was established in 1965 in
accordance with the laws of the State of Texas to serve the educational needs of Dallas County and
the surrounding communities. The District is considered to be a special purpose primary government.
While the District 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.

In evaluating how to define the District for financial reporting purposes, management has considered
all potential component units, including the Dailas County Community College District Foundation,
Inc. (the “Foundation™). The Foundation is a separate nonprofit organization, and its sole purpose is
to provide benefits such as scholarships and grants to the students, faculty and staff of the District as
well as raise money to support capital projects. The Foundation is a legally separate entity which
does not provide a financial benefit or impose a financial burden on the District. The District does not
appoint any of the Foundation’s board members. The financial position and results of operations of
the Foundation are included in these financial statements in accordance with Governmental
Accounting Standards Board (“GASB™) Statement No.39, Defermining Whether Certain
Organizations Are Component Units-an Amendment of GASB Statement No. 14, as an affiliated entity
because the Foundation’s sole function is to fund the District and its students,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Report Guidelines— In accordance with GASB Statement No. 34, Basic Financial Statements - and
Management’s Discussion and Analysis - for State and Local Governments, the District is classified
as a special purpose government with all financial data of the District reflected as one business-type
activity. The Statements of Net Assets display the financial position of the District at the end of each
fiscal year and the Statements of Revenues, Expenses, and Changes in Net Assets display the
operations of the District for the years ended August 31, 2011 and 2010. The financial statements are
prepared using the economic resources measurement focus and the full accrual method of accounting.

The significant accounting policies followed by the District 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. The accompanying financial
statements of the District are presented in accordance with accounting principles generally accepted
in the United States of America (US GAAP). The District applies all applicable GASB
pronocuncements and all applicable Financial Accounting Standard Board (“FASB™) statements and
interpretations issued on or before November 30, 1989, unless they conflict or contradict GASB
pronouncements. The District has elected not to apply FASB guidance issued subsequent to
November 30, 1989, unless specifically adopted by the GASB.

Tuition Discounting
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Texas Public Education Grant

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 revenue
amounts on Schedule A as a separate amount (Texas Education Code §56.0333). When the award for
tuition is used by the student, the amount is recorded as a tuition discount. If the amount is disbursed
directly to the student, the amount is recorded as a scholarship expense,

Title IV, Higher Education Administration (HEA) Program Funds

Certain Title IV HEA Program funds are received by the District to pass through to students. These
funds are initially received by the District and recorded as revenue. When the student is awarded
these funds for tuition, the amount is recorded as a tuition discount. If the amount is disbursed
directly to the student, the amount is recorded as a scholarship expense.

Other Tuition Discounts

The District awards certain tuition scholarships from institutional and grant funds to students who
qualify. When these amounts are transferred to the student for tuition, the amounts are recorded as
tuition revenue and a corresponding amount is recorded as a tuition discount.

Basis of Accounting—The financial statements of the District have been prepared on the accrual
basis, whereby all revenues are recorded when earned and expenses are recorded when they become a
legal or contractual obligation to pay.

Cash and Cash Equivalents—The District’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.

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 value
is based on published market rates. Short-term investments consist of investments that 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.

Inventories—Inventories consist of consumable office and physical plant supplies. Inventories are
valued at cost under the first-in, first-out method and are charged to expense as consurned.

Deferred Charges—Current deferred charges of $33,960,916 and $26,876,439 represent expenses for
scholarships and fellowships related to the periods after August 31, 2011 and 2010, respectively, and
$354,791 and $400,569 represent bond issue costs to be amortized in the periods after August 31,
2011 and 2010, respectively.

The District defers and amortizes the production costs associated with instructional television
programs and other related materials on a straight-line basis over the estimated useful life of such
media, which ranges from two to five years. These materials are produced and used both internally
for instruction and for lease by the District to other educational institutions. Aggregate deferred
production costs, net of accumulated amortization, amounted to $2,324,237 and $2,207,555 at
August 31, 2011 and 2010, respectively, and have been included in the accompanying Statements of
Net Assets as non-current deferred charges. In addition, $2,836,610 and $3,191,401, the non-current
portion of bond issue costs being amortized over the life of the bonds, is included for the periods
ended August 31, 2011 and 2010, respectively.

Capital Assets—Capital assets are stated at cost. Donated capital assets are recorded at their
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estimated fair value on the date received. The District reports depreciation under a single-line item as
a business-type unit. For equipment, the District’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. Library materials
purchased during the fiscal year in an aggregate amount of $5,000 or more are subject to
capitalization and depreciation. Buildings, land and land improvements that exceed $100,000 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. Equipment, furniture, telecommunications and peripheral equipment apply depreciation on
a half-month convention. A full-year convention is applied for buildings, facilities, land
improvements and library books. Estimated useful lives of capital assets are established according to

the following:
Buildings 50 years
Facilities and other improvements 20 years
Library books 15 years
Furniture, machinery, vehicles, and other equipment 10 years
Major maintenance initiatives 10 years
Telecommunications and peripheral equipment 5 years

Deferred Revenues—Tuition and other revenues received, which relate to future periods, have been
deferred.

Estimates—The preparation of the financial statements in conformity with US GAAP 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—The District distinguishes operating
revenues and expenses from non-operating items. Operating revenues and expenses generally result
from providing services in connection with the District’s principal ongoing operations. The principal
operating revenues are tuition and contracts and grants. The major non-operating revenues are state
appropriations, property tax collections and Title IV federal revenues not discounted against tuition.
Operating expenses include the cost of sales and services, administrative expenses, and depreciation
on capital assets. The operations of the bookstore and food service are performed by a third party
contracted by the District.

Use of Restricted Resources—The District’s practice is to first apply restricted resources when an
expense is incurred for purposes for which both restricted and unrestricted net assets are available.

3. DEPOSITS AND INVESTMENTS

Under the terms of a bank depository agreement, District funds are to be fully invested at all times.
The District maintains an investment pool included in the Statements of Net Assets as “Cash and
Cash Equivalents” for those items with original maturities of 90 days or less, as “Short-term
Investments” for those items with original maturities of 91 days to one year, and as “Long-term
Investments” for those items with maturities of greater than one year.

Various restrictions on deposits and investments, including repurchase agreements, are imposed by
statute and District policy. These restrictions are summarized below:

Deposits—Custodial credit risk for deposits is the risk that in the event of a bank failure, the
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District’s deposits may not be returned or the District will not be able to recover collateral
securities in the possession of an outside party. All deposits with the depository bank of the
District must be collateralized in an amount equal to at least 100% of the amount of
uninsured collected funds. The collateral must be held by a third-party collateral bank in the
name of the District or there may be a surety bond issued by a company mutually agreeable to
the District and the Depository.

The carrying amount of the District’s deposits with financial institutions as of August 31, 2011
was $8,061,553, and the bank balance was $9,527,787. The carrying amount of the District’s
deposits with financial institutions as of August 31, 2010 was $6,304,452, and the bank balance
was $9,299,322, At August 31, 2011, all of the District’s non-interest bearing deposits with
banks were fully insured by FDIC, in accordance with the Dodd-Frank Wall Street Reform
and Consumer Protection Act of 2010. At August 31, 2010, FDIC insures $250,000 of the
District’s bank balances, per bank. Any remaining balance not covered by FDIC at any time is
collateralized with securities.

Cash and cash equivalents included on the Statements of Net Assets consist of the following:

2011 2010

Bank deposits:

Local funds - demand 3 8,026,607 $ 6,205.952

Imprest funds ' 8,500 ' 8,500
Total deposits 8,035,107 6,304,452
Cash on hand 26,447 22,822
Cash equivalents:

Investment in Texpool 10,947,617 33,804,518

Investment in TexSTAR 38,442,163 6,666,847
Total-cash equivalents __49,389,780 40,471,365
Total cash and cash equivalents $ 57,451,334 § 46,798,639

Investments—The District has implemented GASB Statement No. 40, Deposit and Investment
Risk Disclosures - an Amendment of GASB Statement No. 3. Disclosures are presented
accordingly. The District is authorized to invest in obligations and instruments as defined in
applicable sections of the current Texas Education Code and the Public Funds Investment Act of
1995 (Chapter 2256, 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
investment policies of the District are governed by formally adopted procedures and allow
investments as permitted under state laws for public institutions. Permissible investments under
District policy include U.S. Treasury notes, certificates of deposit purchased from FDIC-insured
state or nationally chartered U.S. banks, fully collateralized repurchase agreements and reverse
repurchase agreements, investment pools, and securities issued by U.S. government agencies or
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municipalities.

At August 31, 2011 and 2010, long-term investments consisted of U.S. government and agency
securities and obligations of municipalities. District policy requires that securities underlying its
repurchase agreements must have a market value of at least 102% of the cost of the repurchase
agreement and are to be collateralized with U.S. Treasury obligations or related securities which
must be delivered to its depository banks for safekeeping. The District determines that, at least
monthly, the collateral has a market value adequate to support such investments and that the
collateral has been segregated by the bank.

Investments made by the District are carried at fair value, defined as the price at which two willing
parties would complete an exchange. As of August 31, 2011 the District had the following cash
equivalents and investments and maturities:

Fair Tavestuent Maturities (i Years)

Value Less than | 12 ¥ M | +'_s 4
U.S Ageacynolesandbonds 160047969 § S F WIS S BMA0 S BB § MEMEM § 5426766
Minicpal obiations 4190820 2013960 2088500 2088360 . . ;
Tivestments in Texpao 06T 10947617 . . . . )
Investments in TexSTAR RIS kel - - - . .
Totaf cash equivalents )
and ivestments § DAGRSH S SIABM0 S 4IM0 3 MM 5 BSOM § MEIM0 § 5426760

As of Angust 31, 2010 the District had the following cash equivalents, investments and maturities:

Fair Investment Maturities (in Years)
Value  Lessthaml 12 13 34 45 56
U.§. Agency notes and bonds § 202659905 § - § TISOA0 $38397090 § 1536500 5 43T S MeMIB
Investments & Texpool 1804518 BAMSIR - - - . .
Investments i TexSTAR 6,666,847 6,660,847 - - - _ - .
Total cash equivalents :
and Tvestments $ M1 § 40471365 § TIRMAID $38397090 § 15365700 § 403§ 93975

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligation. As previously described, the District’s investment policy limits credit risk based on
meeting requirements of State law.

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. Investments held for longer periods are subject to increased risk of adverse interest
rate changes. The District policy provides that investment maturities are limited to six years with
the average maturity of no more than five years as a means of managing exposure to fair value
losses arising from increasing interest rates. The District’s philosophy is to hold all investments to
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their maturity.

Concentration of credit risk is the risk of loss attributed to the magnitude of investment in a single
issuer. The District’s investment policy sets guidelines for the maximum percent of portfolio for
any one type of investment. However, all of the District’s investments are backed by the U.S.
Government and are not subject to concentration of credit risk. Investment in 1U.S. Agency
securities, as the largest component of the portfolio, comprises 72.28% of the District’s total
portfolio at August 31, 2011 and meets the District’s guideline of no more than 85% of the
portfolio being U.S. Agency securities,

Reconciliation of Deposits and Investments to Exhibit 1

Fair Market Value Fair Market Value
August 31, 2011 August 31, 2010
Total cash and cash equivalents $ 57,451,334 $ 46,798,639
Total investments 175,238,789 202,659,905
Total $ 232,690,123 $ 249,458,544
Per Exhibit 1; '
Cash and cash equivalents % 45,743,218 $ 46,551,281
Restricted cash and cash equivalents 11,708,116 247,358
Long-term investments 175,238,789 202,659,995
Total 5 232.690,123 $ 249,458,544

There were no investments held by broker-dealers under reverse repurchase agreements as of
August 31, 2011 or 2010.

TexPool represents an investment service authorized by the Texas Legislature and is under the
direction of the State Comptroller. TexPool investments are subject to the same safety
requirements maintained by the State Treasury for all state funds, including but not limited to
compliance with the Public Funds Investment Act. The Legislature has authorized only certain
investment instruments for public funds, including repurchase agreements, U.S. Treasury bills and
bonds, securities of other U.S. government agencies, commercial paper and other safe instruments.
The carrying value of TexPool represents the investment of the District. The investment in
TexPool plus accrued interest may be redeemed by the District at any time. TexPool has not been
assigned a risk category since the District is not issued securities, but rather owns an undivided
beneficial interest in the assets of TexPool. The District’s .invesiment in TexPool is included
within cash and cash equivalents in the accompanying Statements of Net Assets, as the investment
is redeemable on demand.

Created in April 2002 through a contract among its participating governing units, TexSTAR is
governed by a board of directors to provide for the joint investment of participants’ public funds
under their control and meets requirements under the Public Funds Investment Act conseguently
investing in instruments similar to TexPool. Like those for TexPool, investments in TexSTAR plus
accrued interest may be redeemed by the District at any time. Therefore investments in TexSTAR
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are included within cash and cash equivalents in the accompanying Statements of Net Assets.

Texpool and TexSTAR are not registered with the SEC as investment companies but they operate
in a manner consistent with the SEC’s Rule 2a7 of the Investment Company Act of 1940,
GASB 31 allows 2a7-like pools to use amortized cost (which excludes unrealized gains and Iosses)
rather than market value to report net assets to compute share price.

Derivatives are investment products which may be a security or a contract that derives its value

from another security, currency, commodity, or index, regardless of the source of funds used. The
investment policy of the District prohibits investments in derivative securities.

4. CURRENT ASSETS AND LIABILITIES

Receivables—Receivables at August 31, 2011 and 2010 were as follows:

2011 2010
Ad valorem taxes $ 7.896,531 $ 8692693
Student tuition and charges 13,315,880 10,494,238
Accounts Receivable
Federal grants 36,759,113 32,466,736
State grants 2,895,826 2928713
Local grants 289,331 449,345
Interest on investments 796,702 638,715
Other receivables 1429429 1,765,040
Total receivables 63,382,812 57435480
Less allowances for uncollectible amounts:
Ad valorem taxes (6,299,195) (6,567.266)
Student fuition and charges (1,787,589) (1,274,408)
Other receivables (70,593) . (104,022)
Total allowances (8,157,377 (7,945,696)
Total receivables, net of allowances $ 55225435 $ 49489784

Payables—Accounts Payable at August 31, 2011 and 2010 were as follows:
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2011 2010
Vendors payable $ 9837706 $ 16,674,732
Salaries and benefits payable 29,141 34,190
Students payable 17,567,858 14,350,072

$ 31,098,994

Total accounts payable § 27434705

5. CAPITAL ASSETS

Capital asseis activity for the year ended August 31, 2011 was as follows:

Capital assefs not subject to depreciation;

Land
Construction in progress

Total not depreciated

Capital assets subject to depreciation:
Buildings and building improvements
Land improvements
Furniture, machinery, vehicles,

and other equipment
Library bocks

Total depreciated

Accumulated depreciation:
Buildings and building improvements
Land improvements
Furniture, machinery, vehicles,
and other equipment
Library books

Total accurmulated depreciation

Net capital assets

Audit Committee Meeting 12/20/2011

Balance Balance
September 1, kocreases/ August 31,
2010 Reclassifications yecreases 2011

$ 39,663,059 h3 - h3 {643,629y § 39,019,430
53,840,758 11,935,391 {54,192.034) 11,584,115
93,563,817 11,935,391 (54,835,663) 50,603,545
786,172,296 55,214,405 . 841,386,701
25,561,594 72,336 - 25,633,930
67,937,449 5,537,321 {1,267,717) 72,207,053
10,016,448 411,775 - 10,428,223
889,687,787 61,235,837 (1,267,717} 949,655,907
(203,778,356) (19.841,673) - {223,620,029)
(17,697,682) {474,788) - (18,172,470)
{46,040,287) (5,367,606) 1,229,082 {50,178,811)
(7,102,399 (297,977) - {7,400,376)
(274,618,724) {25,982,044) 1,229,082 {299,371,686)
$ 708,572,880 $ 47,189,184 S (54,874,298) § 700,887,766
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Balance Batance
September 1, Increases/ August 31,
2009 Reclassifications Decreases 2010
Capital assets not subject to depreciation:
Land $ 39,269,157 $ 393,902 - $ 39663059
Construction in progress 148,851,358 57,151,325 (152,161 9235) 53,840,758
Total not depreciated 188,120,515 57,545,227 (152,161,925) 93,503,817
Capital assets subject to depreciation:
Buildings and building improvements 633,444,862 152,857,735 (130,301) 786,172,296
Larid improvements 25,013,768 547,826 - 25,561,594
Furniture, machinery, vehicles,
and other equipment 62,688,528 7,441,537 {2,192,616) 67,937,449
Library books 10,060,106 515,268 {558,926) _ 10,016,448
; Total depreciated 731,207,264 161,362,366 (2,881,843) 889,687,787
‘ Accumulated depreciation:
: Buildings and building improvements {186,584,060) (17.194,296) - (203,778,356}
; Land improvements (17,247.584) (450,098) - (17,697,682)
Furniture, machinery, vehicles,
and other equipment (42,378.,565) (5,067,765) 1,406,043 (46,040,287)
Library books {7,121,973) {278,519) 298.093 {7,102,399)
Total accumulated depreciation (253.332.182) {22,990,678) 1,704,136 (274,618.724)
Net capital assels § 665,995,597 § 195916915 $ (153,339,632) § 708,572,880

6. NON-CURRENT LIABILITIES

Non-current lability activity for the year ended August 31, 2011 was as follows:

Series 2006 Revenue Financing
System Refunding Bonds

Series 2009 Revenue Financing
System Refunding Bonds

Series 2004 Maintenance TaxNotes

Series 2004 General Obligation Bonds

Series 2008 General Obligation Bonds

Series 2009 General Obligation Bonds

Series 2010 General Obligation Bonds

Series 2010 General Obligation
Refunding Bonds

Unamortized bond premium

Deferred loss on bond refunding

Accrued interest
Compensable absences

Total

Balance Balance
September 1, August 31, Carrent
2010 Additions Reductions 2011 Portion
$ 25275000 % - $O(L8750000 § 23400000 $ 1,950,000
4,345,000 - 2,150,000} 2,195,000 2,195,000
14,435,000 - (5,975,000 £,460,000 6,290,000
5,270,000 - (2.570,000) 2,700,600 2,700,600
198,975,000 - (7,110,000) 191,865,000 7,480,000
101,010,000 - (3,465,000} 97,545,000 3,615,000
47,060,000 . - (645,000) 46,415,000 1,650,000
49,290,000 - (135,009} 49,155,000 140,000
24,217,109 - (2407678} 21,809,431 2,249,508
(3,400,543) - 392,339 (3,008,204) (383,855
1,714,728 - (906,493) 808235 -
10,956,791 - (3_41_,99_.4) 10,614,797 8.673.803
$ 479,148,085 $ 0 § (27.088826) $ 451959259 $ 36,559,856
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Non-current liability activity for the year ended August 31, 2010 was as follows:

Balance Balance
September 1, August3l, Current
2009 Adkditions Reductions 2610 Portion

Series 2001 Revenue Financing

System Bonds § 1,825,600 $ - $ (18250000 § - $ -
Series 2006 Revenue Financing ’

System Refunding Bonds 25,275,000 - - 25,275,600 1,875,000
Series 2009 Revenue Financing

System Refunding Bonds 6,460,000 - (2,115,000) 4,345,000 2,156,000
Series 2004 Maintenance Tax Notes 20,120,000 - (5,685,000) 14,435,000 5,975,000
Series 2004 General Obligation Bonds 58,365,000 - (53,095,000 5,270,000 2,570,000
Series 2008 General Obligation Bonds 205,790,000 - (6,815,000) 198,975,000 7,110,000
Series 2009 General Obligation Bonds 102,985,000 - {1,975,000) 101,010,000 3,465,000
Series 2010 General Obligation Bonds - 47,060,000 - 47,060,000 645,000
Series 2010 General Obligation

Refunding Bonds - 49,290,000 - 49,290,000 135,000
Unamortized bond premium 19347495 8,668,009 . (3,798,395) 24,217,109 2,407,678
Deferred loss on bond refunding (817,803) (2,757,407) 174,667 (3,400,543) {392,339)
Accrued interest 2,179,480 - (464,752) 1,714,728 -
Conpensable absences 10,571,591 385,200 - 10,956,791 6,929 658
Total $ 452,100,763 $ 102645802 $ (75598480) § 479,148,085 $ 32,869,997

Bonds payable are due in annual and semiannual installments at variable interest rates. The interest
rate ranges as well as maturity dates of each bond issue are listed below.

Maturities
Bonds Range of First
Issued to Interest First Last Call
Date Rates Year Year Date
Series 2001 Revenue Financing
System Bonds $ 40000000 4.00%-5375% 2002 2021 2/15/2010
Series 2006 Revenue Financing
System Refunding Bonds 25275000 4.00%-5.00% 2011 2021 2/15/2017
Series 2009 Revenue Fiancing
System Refiinding Bonds 6,460,600 1.30%-2.30% 2010 2012 N/A
Series 2004 Maintenance Tax
Notes 38,555,600 2.00%-5.00% 2004 2021 2/15/2010
Series 2004 General Obligation
Bonds 67375,006 3.00%-5.00% 2005 2025 2/15/2013
Series 2008 General Obligation _ . .
Bonds 211,975,000 3.00%-5.00% 2010 2029 2/15/2020
Series 2009 General Obligation _
Bonds 102,985,000 1.50%-5.00% 2010 2029 2/15/2020
Series 2010 General Obligation
Bonds 47,060,000 2.00%-5.00% 2011 2030 2/15/2020
Series 2010 General Obligation
Refunding Bonds 49,290,600 2.00%-5.00% 2011 2030 2/15/2021

On February 1, 2001, the District issued $40,000,000 in Series 2001 Revenue Financing System Bonds
(“Series 2001 Bonds™) to finance the cost of various new facilities and improvements to existing
facilities. All authorized amounts have been issued to date. The Series 2001 Bonds bear interest from
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4.00% to 5.375%. On December 15, 2006 revenue financing system refunding bonds were issued to
advance refund $27,050,000 of the Series 2001 Bonds due from 2011 through 2021. The Series 2001
Bonds that remain outstanding as of August 31, 2011 is $0. At August 31, 2011, there was no Bond
Reserve Fund requirement.

On April 6, 2004, pursuant to authority conferred by the Constitution and the laws of the State of
Texas, including Sections 45.108 and 130.084, Texas Education Code, as amended, the District issued
$38,555,000 of Maintenance Tax Notes (“Series 2004 Notes”). The proceeds of the notes are being
used to pay for planned maintenance expenses associated with various facilities of the District. The
notes are direct obligations of the District payable from a continuing direct annual ad valorem tax
pursuant to the District’s maintenance tax authority, with the limits prescribed by law, on all taxable
property in the District. Debt issue costs are being amortized over the life of the notes. As of August
31, 2011, the outstanding amount on the Series 2004 Notes is $8,460,000.

On September 14, 2004, the District issued $67,375,000 par value general obligation bonds (“Series
2004 Bonds™} as the first issue of a $450 million bond package approved by the voters in May 2004. A
hond premium of $3,288,442 and accrued interest of $258,442 were received. The bonds were sold in
$5,000 increments with various inferest rates and maturity dates. The earliest maturity date is
February 15, 2006 and the last is February 15, 2025, A call option can be exercised for maturities
greater than 2013. The cost of issuance and underwriter’s discount totaled $662,500. Proceeds of the
bonds are to be utilized for acquisition of land and buildings and activities related thereto. The bonds
were issued and the tax levied for their payment, pursuant to authority conferred by the Constitution
and laws of the State of Texas. June 1, 2010, the bonds were recalled and refunded by Series 2010
General Obligation Refunding Bonds for maturities between 2013 and 2025.

On December 15, 2006 the District advance refunded $27,050,000 of its outstanding Series 2001
Bonds for maturities 2011 and later by issuing $25,275,000 in Series 2006 Revenue Financing System
Refunding Bonds (“Series 2006 Bonds™). All Series 2006 Bonds authorized have been issued to date.
The average interest rate of the refunding bonds is 4.408% with a coupon range of 4.000-5.000%.
After payment of $413,578 in underwriting fees, insurance, and other issuance costs, all resources
from the Series 2006 Bonds including transfers of $2,965,199 of Series 2001 Bonds debt service funds
were used to purchase U.S. Government securities which were deposited in an irrevocable trust with
an escrow agent to provide for all future debt payments on the 2001 Series bonds. The Series 2001
Bonds are considered fully defeased for maturities 2011 and later and the ligbility for those bonds has
accordingly been removed from the Statement of Net Assets. Advance refunding of the 2001 Series
bonds reduces the District’s debt service payments by $2,444,134. An economic gain (the difference
between net present values of the debt service payments on the old and new debt adjusted for cash paid
out) of $1,208,966 was obtained by the advance refunding. The accounting “loss” that resulted from
the bond refunding is $1,130,637 and is being amortized over the life of the new debt by the effective
interest method. As of August 31, 2011, there was a Bond Reserve fund balance of $2,820,000.

On September 4, 2008, the District issued its second tranche of general obligation bonds approved by
voters in the May 2004 $450 million bond election. With a par amount of $211,975,000 these bonds
{(“Series 2008 Bonds™) were sold with a reoffering premium of $9,629,583 and accrued interest of
$983,667. The bonds were sold in $5,000 increments with interest rates varying from 3.5% to 5.0%
and matority dates from February 15, 2009 to February 15, 2018. A call option can be exercised for
maturities after February 15, 2019. The cost of issuance and underwriter’s discount totaled
$1,513,305. Proceeds of the bond were utilized to refund the $125,000,000 outstanding of commercial
paper, which matured on September 4, 2008, the same day as the bond proceeds were received.
Remaining bond proceeds of $95,000,000 are to be utilized for constructing and equipping buildings in
the District. The bonds were issued and the tax levied for their payment, pursuant to authority
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conferred by the Constitution and laws of the State of Texas.

On June 4, 2009, the District issued the third tranche of general obligation bonds for the $450 million
bond election. This “Series 2009 Bonds™ have a par amount of $102,985,000 and were sold with a
reoffering premium of $7,904,650 and accrued interest of $439,704. The bonds were sold in $5,000
increments with interest rates varying from 1.5% to 5.0% and maturity dates from February 15, 2010
to February 15, 2029. The cost of issuance and underwriter’s discount totaled $869,233. Proceeds of
the bond were utilized to continue the constructing and equipping of buildings in the District. The
bonds were issued and the tax levied for their payment, pursuant to authority conferred by the
Constitution and laws of the State of Texas.

On June 22, 2009, the District issued bonds through private placement for a current refunding of its
outstanding Series 1998 bonds totaling $6,370,000 by issuing $6,460,000 in Series 2009 Revenue
Financing System Refunding Bonds (“Series 2009 Refunding Bonds™). All Series 2009 Refunding
Bonds authorized have been issued to date. The average interest rate of the refunding bonds is 2.073%
with a coupon range of 1.300% - 2.300%. After a placement fee of $39,200 and other issuance costs
totaling $31,950, all resources from the Series 2009 Refunding Bonds, including transfers of $124,931
of Series 1998 Bonds debt service funds, were placed into an escrow fund to provide for payments on
the recalled Series 1998 Bonds. The Series 1998 Bonds are fully paid and the Hability for those bonds
has accordingly been removed from the Statement of Net Assets. Current refunding of the Series 1998
Bonds reduces the District’s debt service payments by $185,903. An economic gain (the difference
between net present values of the debt service payments on the old and new debt adjusted for cash paid
out} of $178,772 was obtained by the current refunding. As of August 31, 2011, there was a Bond
Reserve fund balance of $2,262,(00.

On January 15, 2010, the District issued its fourth and final tranche of general obligation bonds for the
$450 million bond election. The “Series 2010 General Obligation Bonds™ have a par amount of
$47,060,000 and were sold with a reoffering premivm of $3,394,071. The bonds were sold in $5,000
increments with interest rates varying from 2.0% to 5.0% and maturity dates from February 15, 2011
to February 15, 2030. The cost of issuance was $158,879 and underwriter’s discount was $295,193.
Proceeds of the bonds were utilized to continue the constructing and equipping of buildings in the
District. The bonds were issued and the tax levied for their payment, pursuant to authority conferred
by the Constitution and laws of the State of Texas.

On June 1, 2010, the District advanced refunded $50,635,000 of its outstanding Series 2004 General
Obligation Bonds by issuing $49,290,000 of Series 2010 General Obligation Refunding Bonds
(“Series 2010 Refunding Bonds™). All Series 2010 Refunding Bonds authorized have been issued to
date. The average interest rate of the refunded bonds is 5% as all remaining outstanding bonds were
5% interest. After payment of $839,077 in issuance costs and underwriting fees, including issuance
costs carried forward from the refunded bonds, net proceeds were $55,099,048. Debt service funds
were placed in an irrevocable trust with an escrow agent to provide for all future debt payments on the
Series 2004 Bonds. The Series 2004 Bonds are considered fully defeased for maturities 2013 and later
and the hiability for those bonds has accordingly been removed from the Statements of Net Assets. An
economic gain of $3,118,507 was obtained by the advance refunding. The accounting “loss™ that
resulted from the bond refunding is $2,757,407 and is being amortized over the life of the new debt by
the effective interest method.

The total debt service principal and interest requirements for ail bonds and maintenance tax notes for
the next five years and thereafter for recorded outstanding indebtedness are in the following table.
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Prinecipal Interest Total
Year ended August 31:
2012 $ 26,020,000 ¥ 19,155,809 $ 45,175,809
2013 : 20,410,000 18,280,819 38,690,819
2014 18,935,000 17,530,951 36,465,951
2015 19,700,000 16,756,551 36,456,551
206 20,560,000 15,881,277 36,441,277
2017 -2021 118,420,000 63,687,682 182,107,682
2022 - 2026 129,720,000 32,928,581 162,648,581
2027 - 2030 67,970,000 4,537,959 72,507,959

$ 421,735,000 8 188,759,629 $ 610,494,629

As of August 31, 2011 and 2010 the District had the foliowing defeased bonds outstanding:

Par Value Outs tanding

Bond Issue Year Refanded 2011 2010
Series 1992 Revenue Financing System Bonds 1998 § 2450000 $ 4,760,000
Series 2001 Revenue Financing System Bonds 2006 25,140,000 27,030,000
Series 2004 General Obligation Bonds 2010 50,635,000 50,635,000

$ 78,225,000 $ 82445000

In 2011, the District incurred $18,094,031 in interest cost, of which $18,094,031 was expensed. In
2010, the District incurred $17,360,468 in interest cost, of which $16,507,721 was expensed and
$852,747 was capitalized.

At its April 3, 2007 meeting, the Board of Trustees of the Dallas County Community College District
passed a resolution approving the use of a Commercial Paper Program for use as an interim financing
tool for the $450 million, voter-approved, capital improvement program ultimately financed by
Interest and Sinking ad valorem taxes. The Commercial Paper Program was ended by board
resolution on November 3, 2009,

7. RETIREMENT PLAN

The State of Texas has joint contributory retirement plans for almost all its employees. One of the
primary plans in which the District participates is administered by the Teacher Retirement System of

Texas (“TRS™).
Teacher Retirement System of Texas —

Plan Description -The District contributes to the Teacher Retirement System of Texas (TRS), a cost-
sharing multiple-employer defined benefit pension plan. TRS administers retirement and disability
annuities and death and survivor benefits to employees and beneficiaries of employees of the public
school systems, colleges and university employees and state employees. It operates primarily under
the provisions of the Texas Constitution, Article XVI, Sec. 67 and Texas Government Code, Title 8,
Subtitle C. The Texas state legislature has the authority to establish and amend benefit provisions of
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the pension plan. TRS issues a publicly available financial report with required supplementary
information which can be obtained from www.trs.state.tx.us under the TRS Publications heading.

Funding Policy — Contribution requirements are not actuarially determined but are established and
amended by the Texas state legislature. The state funding policy is as follows: (1) The state
constitution requires the legislature to establish a member contribution rate of not less than 6.0% of
the member’s annual compensation and a state contribution rate of not less than 6.0% and not more
than 10% of the aggregate annual compensation of all members of TRS; (2) A state statute prohibits
benefit improvements or contribution reductions if, as a result of a 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.
State law provides for a member contribution rate of 6.4% for fiscal years 2011 and 2010. For fiscal
year 2011, state law provides for a state contribution rate of 6.644% and for fiscal year 2010, 6.4%
for the period 09/01/09 through 12/31/09 and 6.644% for the period 01/01/10 through 08/31/10. In
certain instances, the reporting district is required to make all or a portion of the state’s contribution

amounts,

District employees who are employed for one half or more of the standard workload and who are not
exempted from membership under Texas Revised Civil Statutes are eligible to participate in TRS.
Employees who retire at or after age 65 with 5 years of creditable service or age 60 with 20 years of
service or age 55 with 30 years of service are entitled to full retirement benefits. Eligible employees
may receive reduced benefits at age 55 with at least 5 years of service or at any age with 30 or more
years of service.

Optional Retirement Plan

Plan Description - Eligible faculty and administrative personnel may participate in an optional
retirement plan in hLeu of the Teacher Retirement System plan. The optional retirement program
provides for the purchase of anmuity contracts and operates under the provisions of the Texas
Constitution, Article XVI, 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. For fiscal years 2011 and 2010, the percentages of participant
salaries contributed by the state and by each participant were 6.4% and 6.65%, respectively, of annual
compensation. In addition, the District contributed 2.1% of annual compensation for each participant
enrolled in QRP prior to September 1, 1995 for the years ended August 31, 2011 and 2010 and 0.18%
of annual compensation for participants enrolled in ORP after September 1, 1995 as allowed by the
Texas Higher Education Coordinating Board regulations. Since these are individual annuity
contracts, the State has no additional or unfunded liability for this program.

For the years ended August 31, 2011 and 2010 the total payroll of the District was $222,165,680 and
$222,716,554, the payroll for employees covered by TRS was $115,784,638 and $115,984,742, and
the payroll for employees covered by the optional retirement plan was $60,488,279 and $61,645,733,
respectively. The retirement expense to the State for the District was $10,116,107 and $10,124,917
for the fiscal years ended August 31, 2011 and 2010, respectively. This amount represents the portion
of expended appropriations made by the State Legislature on behalf of the District.

8. DEFERRED COMPENSATION PLAN
The District has established a deferred compensation plan under which selected executives may elect

to defer a portion of their earnings for tax and investment purposes pursuant to authority granted in
Government Code §609.001. For the years ended August 31, 2011, and August 31, 2010, the District
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had one employee participating in the program.

1t is the opinion of the District’s legal counsel that the District has no liability for losses under the
plan but deoes have the duty of due care that would be required of an ordinary prudent investor. The
District believes that it is unlikely that it will use the assets to satisfy the claims of general creditors in

the future.
9. COMPENSABLE ABSENCES

Full-time professional support staff and administrators earn annual leave from one to two days per
month depending on the length of employment with the District. The policy of the District is that an
employee may carry his or her accrued leave forward from one fiscal year to another fiscal year with
a maximum number of days of 48. 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.
Effective September 1, 2011, the Board of Trustees approved 2 40-hour work week for full time
professional support staff and administrators and amended all policies, including vacation benefits,
impacted by a 40-hour week. At August 31, 2011, the District has recognized the accrued liability for
the unpaid annual leave adjusted for a 40-hour work week for active employees, including amounts
for salary-related payments, for $10,614,797, of which $8,673,803 was recorded as a current liability
and $1,940,994 was recorded as a non-current liability. Unpaid annual leave of $1,432,107 as of
August 31, 2011, for participants of the voluntary retirement incentive, was considered a current
liability. As of August 31, 2010, the District had recognized the accrued liability for the unpaid
annual leave, including amounts for salary-related payments, for $10,956,791 of which $6,929,658
was recorded as a current Hability and $4,027,133 was recorded as a non-current liability, Sick ieave,
which can be accumulated up to 66 days, is earned at the rate of one day per month. It is used by an
employee who misses work because of illness. The policy of the District is to recognize the cost of
sick leave when paid. Employees are not entitled to be paid for sick leave accrued but not taken upon
termination. Accordingly, no liability for sick leave is reflected in the accompanying Statements of
Net Assets. The same applies to extenuating circumstance leave which accrues at a rate of 2 days per
year to a maximum of 4 days but is not payable on termination.

10. COMMITMENTS AND CONTINGENCIES

Commitments—The District has entered into contracts for the planning and construction of new
facilities, as well as for the renovation and repair of existing campuses within the District.
Commitments remaining under such contracts at August 31, 2011 are $2,604,435.

Pending Lawsuits and Claims—Various claims and lawsuits are pending against the District. In the
opinion of District administration, the potential loss on all claims and lawsuits, to the extent not
provided for by insurance or otherwise, will not be significant to the financial statements of the

District.

Contingencies—The District has received federal, state and other financial assistance in the form of
contracts and grants that are subject to review and audit by the grantor agencies. Such audits could
result in requests for reimbursement by the grantor agency for expenses disallowed under terms and
conditions specified in the grant agreements. In the opinion of District management, such disallowed
expenses, if any, will not be significant to the financial statements of the District.

On August 25, 2008 the District sold a building to the University of North Texas. A clause in the
original deed requires that the District remain in the line of guarantors on two ground leases, which
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are in effect through 2047 and 2048. The probability of having to pay the ground leases is remote
since the University of North Texas is the current owner and the District follows them or any future
owners in the line of priority for the guarantee. The potential amount owed through the end of the
leases is in excess of $3.5 million. However, because the probability of having to pay is remote, the
District does not pian to accrue a liability.

11. OPERATING LEASE COMMITMENTS AND RENTAL AGREEMENTS

Included in operating expenses is $1,508,173 and $2,096,298 of rent paid during fiscal years 2011
and 2010, respectively.

Future minimum lease payments under non-cancelable operating leases having an initial term in
excess of one year as of August 31, 2011 are as follows:

Minimum Future
Year Ended Lease Payments
2012 $ 295884
2013 267,117
2014 272,460
2015 . 9137

Total $ 844%98
There are currently no lease obligations beyond the year ending August 31, 2015,

12. CONTRACT AND GRANT AWARDS

Contract and grant awards are accounted for in accordance with US GAAP. Funds received but not
expended during the reporting period are shown as deferred revenues on the Statements of Net
Assets. Revenues are recognized on the Statements of Revenues, Expenses and Changes in Net
Assets as fands are actually expended. For federal contract and grant awards, funds expended but not
collected are reported as accounts receivable on the Statements of Net Assets. Non-federal contract
and grant awards for which funds are expended but not collected are also reported as accounts
receivables on the Statements of Net Assets. 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 award funds already committed or funds awarded during fiscal year 2011 for
which monies have not been received nor funds expended totaled $75,140,540, Of this amount,
$69,196,222 is from federal contract and grant awards and $5,944,318 is from state contract and grant
awards. Contract and grant award funds already committed or funds awarded during fiscal year 2010
for which monies had not been received nor funds expended totaled $62,086,726. Of this amount,
$58,948,110 was from federal contract and grant awards, $3,138,616 was from state contract and

grant awards.
13. SELF-INSURED PLANS
Prior to August 31, 1998 the District was self-insured for workers’ compensation. Effective

September 1, 1998 the District implemented a guaranteed cost workers’ compensation insurance
program to handle workers’ compensation claims. The District returned to a self-insured plan
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effective September 1, 2002. The accrued liability balance is based upon third party actuarial -
information. Future payments for the incurred claims will be paid from the accrued Hability.

Self-insurance activity for the plan prior to 1998 for the years ended August 31, 2011 and 2010 was

as follows:

August 31 September 1 Additions Paid August 31
2011 245,354 - (993) 244,361
2010 £ 263,178 $ - $ (17.824) § 245354

Self-insurance activity for the current plan for the years ended August 31, 2011 and 2010 was as

follows:

August 31 : September 1 Additions Paid August 31
2011 1,050,419 570,258 {490,519) 1,130,158
2010 $ 379405 $ 1,092,229 § (421,215) $1,050419

14. HEALTH CARE AND LIFE INSURANCE BENEFITS

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. Those and similar 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 insyrance premiums.

For the year ended August 31, 2011, the state’s maximum confribution per full-time employee was
$413.26 per month for the year and totaled $4,959.12 per employee for the year. The state also paid
an additional amount for a spouse, child(ren), or both for a maximum amount of $649.60, $571.52,
and $807.86 per month, respectively. The cost of providing all health benefits for the year was
$5,082,773 for 930 retirees and $19,564,208 for 3,302 active employees.

The state’s maximum contribution per full-time employee for the year ended August 31, 2010 was
$385.38 per month for an annualized cost of $4,624.56 per employee. The state also paid an
additional amount for a spouse, child(ren), or both for a maximum amount of $605.70, $532.90, and
$753.22 per month respectively. The actual cost of providing all health benefits for the year was
$4,578,726 for 860 retirees and $18,170,701 for 3,399 active employees.

The health insurance expense to the state for the District was $15,042,227 and $15,552,849 for the
fiscal years ended August 31, 2011 and 2010 respectively. The amounts represent the portion of
expended appropriations made by the State Legislature on behalf of the District.

Plan Description - The District contributes to the State Retiree Health Plan (SRHP), a cost-sharing,
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multiple-employer, defined benefit post-employment healthcare plan administered by the Employees
Retirement System of Texas (ERS). These medical benefits are provided 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 the plan. 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 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, Accounting and Financial
Reporting by Employers for Post Employment Benefits Other than Pensions. 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. The District’s contributions to the plan for the years ended
August 31, 2011, 2010 and 2009 were $9,658,852, $7,196,578 and $4,171,171, respectively, which
equaled the required contributions each year.

15. RELATED PARTIES

During the year, the District furnished certain services such as office space, utilities, and some staff
assistance to the Foundation as discussed in Notes 1 and 23.

16. AD VALOREM TAX

Taxes are levied on October 1 and are due and payable at that time. All unpaid taxes levied October 1
become delinquent February 1 of the following year, Taxes levied for the years ended August 31,
2011 and 2010 were $163,180,919 and $163,869,241, respectively (which includes any penalties and
interest assessed, if applicable).

Tax rates for the years ended August 31, 2011 and 2010 are as follows:

B Wi 2016
Current Debt Curent  Debt
Operations  Service Total Operations  Service Total
Authorized tax sate per $100 valuation ~~ § 016000 $ 050000 $ 0.66000  §0.16000  $0.50000 $ 0.66000
(Maximum per enabling legistation)

Assessed tax rate per $100 valuation § 0.07780 5 002143 § 0.09923  $007780 $0.01710 §0.00490

At August 31, 2011 and 2010 valuation for property taxed by the District was as follows:
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2011 2010
Assessed valuation of the District $ 186615099253 $ 188450,056,497
Less exemptions 23375,863,562 15,774,377 468
Net assessed vahation of the District $ 163239235691 £ 172,675,679,029

The Dallas County Tax Assessor-Collector is the Collecting Agency for the levy and remits the
collections to the Disirict, net of a collection fee. The use of tax proceeds is restricted to either
maintenance and operations or funding interest and sinking requirements.

Maintenance & Operations Interest & Sinking
Current Fiamtenance ’ Bebt

Gross Taxes Collected - 2011 Operations Tax Notes Service Total

Current § 118,112,913 $ 6,273,880 $ 34902425 $ 159,285.218
Delinquent 802,787 {134,504) 41,079 709,362
Penalties and interest 2,085,623 0 0 2,085,623
Total collections $ 121,001,323 $ 6,139,376 5 34,943,504 $ 162,084,203

Maintenance & Operations Interest & Sinkin
Current ﬁat'ntenance Debt

Gross Taxes Collected - 2010 Operations Tax Notes Service Total

Current $ 124,126,761 $ 6,128,794 § 28,988,798 $ 159,244,353
Delinquent 594,347 145,369 703,928 1,443,644
Penalties and interest 2,164,711 0 Q 2,164,711
Totat collections $ 126,885819 $ 6,274,163 § 29602726 $ 162,852,708

Tax collections for the years ended August 31, 2011 and 2010 were approximately 98% of the current
tax levy for both years, Allowances for uncollectible taxes (see Note 4) are based upon historical

experience in collecting ad valorem taxes.

Under GASB 33, Accounting and Financial Reporting for Non-Exchange Transactions, ad valorem
taxes are an imposed non-exchange revenue. Assets from imposed non-exchange transactions are
recorded when the entity has an enforceable legal claim to the asset or when the entity receives
resources, whichever comes first, The enforceable legal claim date for ad valorem taxes is the
assessment date. Accordingly, the District has recognized all assessed taxes in the current year and
recorded a receivable for uncollected taxes.

17. DEFERRED REVENUES
Revenues, consisting primarily of tuition and fees related to academic terms in the next fiscal year

and contract and grant revenue received prior to being earned, are recorded on the Statements of Net
Assets as deferred revenues in the current fiscal year.
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Deferred revenue balances at August 31, 2011 and 2010 are as follows:

2011 2010
Deferred revenues related to students and other customers $ 42 334,582 $ 36,872,001
Deferred revenues related to grants and contracts 33,960,916 26,876,439
Total deferred revenues $ 76,295,498 $ 63,748,440

18. BUDGETARY DATA

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

19. INCOME TAXES
The District is exempt from income taxes under Internal Revenue Code Section 115, “Income of
States, Municipalities, etc.,” although unrelated income may be subject to income taxes under Internal
Revenue Code Section 511 (a)}2)(B), "Imposition of Tax on Unrelated Business Income of
Charitable, etc., Organizations.” The District had no material unrelated business income tax liability
for the years ended August 31, 2011 or 2010.

20. TAX INCREMENT FINANCING DISTRICTS

The District participates in a number of tax increment financing districts (“TIFs”). The following
table summarizes the obligations of the District’s involvement in the TIFs:

Percentage of

Incremental Faxes Taxes
Tax Forgonein.  Forgone in

TIF Title Committed 2011 20610
Oak Cliff Gateway 100% $ 61,966 $ 56,993
City of Irving 100 367,357 303,124
City of Farmers Branch Mercer Crossing 35 18,200 30,346
City of Farmers Branch Old Farmers Branch 160 3,455 3,735
City of Grand Prairie #1 100 91,909 85,659
City of Grand Prairie #2 100 75,466 69,686
City of Grand Prairie #3 100 10,699 12,122
Total taxes forgone $ 629,752 § 561,665
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21. GENERAL OPERATING REVENUES

General operating revenues of $1,901,831 and $2,240,074 for the years ended August 31, 2011 and
2010, respectively, consist of a variety of miscellaneous revenues that include such items as payments
for parking citations, room rental income, certain ticket sales, credit by exam income, etc. The largest
amount is $300,000 and $400,000 of revenue for leased land for the years ended August 31, 2011 and
2010, respectively. Revenues for other categories are generally smaller.

22, AUXILIARY ENTERPRISES

Contracted Services—Many of the services offered through auxiliary enterprises are contracted to
third parties who pay commissions to the District. Currently the bookstores, the cafeterias, and food
and beverage vending machine service are all outsourced.

Other facets of auxiliary enterprises are operated by the District but do not involve discounted
revenue.

Student Programs—Auxiliary enterprises revenue includes income earmned from miscellaneous
student programs and activities. Some of the revenues encompass those generated by ticket sales for
plays and concerts, copy machine usage, returned check handling charges, locker rentals, advertising
in the student newspaper, health services such as tuberculosis tests, etc.

23, COMPONENT UNITS

Dallas County Community College District Foundation, Inc. (the “Foundation””) was established as a
separate nonprofit organization in 1973 to raise funds to provide student scholarships and assistance
in the development and growth of the Disirict. Under GASB Statement No. 39, Determining Whether
Certain Organizations are Component Units, an organization should report as a discretely presented
component unit those organizations that raise and hold economic resources for the direct benefit of a
government unit. Accordingly, the Foundation’s financial statements are included in the District’s
annual report as a discretely presented component unit (see table of contents). Complete financial
statements of the Foundation can be obtained from the administrative office of the Foundation,

The following footnotes are excerpted from the Foundation’s audited financial statements:

NOTE A
NATURE_OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

Ceneral

Dallas County Community College District Foundation, Inc. {the “Foundation™) is a nonprofit
organization established in 1973. Its sole purpose is to provide benefits such as scholarships
and grants to the Dallas County Community Coliege District (the “District™), and to the
students, faculty, and staff of the District’s seven colleges, and R. Jan LeCroy Center for

Educational Telecommunications.
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Basis of Presentation

The accompanying financial statements have been prepared on the accrual basis of
accounting in accordance with Financial Accounting Standards Board’s (FASB) Accounting
Standards Codification (ASC) Topic 958-205, Financial Statements of Not-for-Profit
Organizations. Under FASB ASC Topic 958-205, the Foundation is required to report
information regarding its financial position and activities according to three classes of net

assets:

- Unrestricted Net Assets — These are net assets that are not subject to donor-imposed
restrictions and may be used for any operating purpose of the Foundation.

- Temporarily Restricted Net Assets — These are net assets that are subject to donor-imposed
stipulations that require the passage of time and/or the occurrence of a specific event.

- Permanently Restricted Net Assets — These are net asseis required to be maintained in
perpetuity, with only the income used for operating activities, due to donor-imposed
restrictions.

In addition, the Foundation is required by FASB ASC Topic 958-205 to present a statement
of cash flows.

Cash and Cash Equivalents

Cash and cash equivalents include all monies in banks and investments that are available for
current use with maturity dates of less than three months from the date of acquisition. The
carrying value of cash and cash equivalents approximates fair value because of the short
maturities of those financial instruments. Cash equivalents included in cash and cash
equivalents at August 31, 2011 and 2010, amounted to $2,797,351 and $4,915,118,

respectively.
Investments

Investments in marketable securities with readily determinable fair values and all investments
in debt securities are reported at their fair values in the statements of financial position.
Realized and unrealized gains and losses are reported in the statements of activities.

The TFoundation maintains an investment management agreement with Smith Asset
Management Group, L.P.; Vanguard; Acadian Asset Management, LLC; Columbia
Management; Harbor Funds; IVA Funds; Third Avenue; PIMCO; The Fairholme Fund;
Perkins Investment Fund; and Barrow Henley, Mewhinney and Strauss whereby these
mvestment managers manage the Foundation’s investments in a manner consistent with the
investment goals and policies established by the Foundation’s Board of Directors.

Revenue Recognition

In accordance with FASB ASC Topic 958-603, Accounting for Contributions Received and
Contributions Made, contributions received are recorded as unmrestricted, temporarily
restricted, or permanently restricted support depending on the existence and/or nature of any
donor restrictions.

Contributions are recognized as revenues in the period unconditional promises to give are
received. Conditional promises to give are not recognized until they become unconditional,
that is when the conditions on which they depend are substantially met. Contributions of
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assets other than cash are recorded at their estimated fair value. Contributions to be received
after one year are discounted using the risk-free rate. Amortization of discounts is recorded
as additional contributions in accordance with donor-imposed restrictions, if any, on the
contributions. An allowance for uncollectible receivables is provided based upon
management’s judgment including such factors as prior collection history, type of
contribution and nature of fund-raising activity. Amounts deemed by management to be
uncollectible are charged to expenses. Recoveries on receivables previously charged-off are
credited to expenses. Management believes that all outstanding pledges are collectible and
no allowance is necessary as of August 31, 2011 and 2010.

Interest income is recognized on the accrual basis, Dividends are recorded on the ex-dividend
date.

Contributed Services

The salaries of certzin Foundation employees have been donated by the District. The
estimated fair value of these contributed services is $566,777 and $300,619 for 2011 and
2010, respectively, and has been included in contributed employees’ salaries and benefits in
the revenues section, and management and general expenses in the accompanying statements
of activities.

The District also provides office space and equipment at no cost to the Foundation. Because
the Foundation does not have a clearly measurable basis to estimate the value of these
contributed facilities and equipment, no amounts have been reflected in the financial
statements.

Federal Income Taxes

The Foundation is exempt from federal income tax under Section 501(a) of the Internal
Revenue Code (the Code) of 1986, as amended, as an organization described in Section
501(c)3) of the Code. However, income generated from activities unrelated to the
Foundation’s exempt purpose is subject fo tax under Section 511 of the Code. The
Foundation did not conduct any unrelated business activities in the current fiscal year,
Therefore, the Foundation has made no provision for federal income taxes in the
accompanying financial statements. Accordingly, contributions to the Foundation are tax
deductible within the limitations prescribed by the Code. The Foundation has also been
classified as a publicly-supported organization which is not a private foundation under
Section 509(a) of the Code.

The Foundation applies the provisions of FASB ASC 740, Income Taxes, (formerly FASB
Interpretation No. 48 (“FIN 48”), Accounting for Uncertainty in Income Taxes - an
Interpretation of FASB Statement No. 109), which prescribes a recognition threshold and
measurement attribute for financial statement recognition and measurement of a tax position
taken or expected to be taken in a tax return. FIN 48 also provides guidance on de-
recognition, classification, interest and penalties, accounting in intetim periods, disclosure,
and transition. The Foundation believes that it has appropriate support for any tax positions
taken, and as such, does not have any uncertain tax positions that are material to the financial
statements.

Use of Estimates
The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make certain estimates and
assumptions that affect certain reported amounts of assets and liabilities and disclosure of
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confingent assets and liabilities as of the date of the financial statements and the reported
amounis of revenues and expenses during the reporting period. Accordingly, actual results
could differ from those estimates. Significant estimates included in the financial statements
are present values of contributions receivable expected to be received beyond one year.

New Accounting Pronouncements

In January 2010, the FASB issued Accounting Standards Update (ASU) No. 2010-06,
Improving Disclosures about Fair Value Measurements. ASU 2010-06 amends ASC 820 to
improve and expand fair value disclosures. Newly required disclosures are as follows: 1)
information about transfers in and out of Levels 1 and 2, including reasons for such transfers;
2) details of activities in Level 3 assets including information about purchases, sales,
issuances, and settlements; and, 3) fair value measurements for each class of assets and
liabilities. ASU 2010-06 also clarifies existing disclosures on inputs and valuation techniques,
where a reporting entity should provide disclosures about the valuation techniques and inputs
used to measure fair value for both recurring and nonrecurring fair value measurements that
fall in either Level 2 or Level 3. The new disclosures and clarifications of existing disclosures
became effective in fiscal year 2011, except for disclosures about purchases, sales, issuances,
and settlements, which are effective for fiscal years beginning after December 15, 2010.
Management has determined that the new clarifications and disclosures did not significantly
affect the Foundation’s financial statements.

In February 2010, FASB issued ASU 2010-09 - Subsequent Events (Topic 855), dmendments
to Certain Recognition and Disclosure Requirements, which established principles and
requirements for subsequent events and applies to accounting for and disclosure of
subsequent events not addressed in other applicable GAAP. The Foundation has made the

required disclosures in Note K.

In May 2011, the FASB issued ASU 2011-04 — Fair Value Measurements (Topic 820),
Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements in
US GAAP and IFRSs, which changes the wording used to describe many of the requirements
in US GAAP for measuring fair value and for disclosing information about the application of
existing fair value measurements. Other amendments change a particular principle or
requirement for measuring fair value or for disclosing information about fair value
measurements. The amendments will be effective for the Foundation’s 2012 annual financial
statements. Management does not anticipate that these new requirements will significantly

affect the Foundation’s financial statements,

Reclassification
Certain 2010 amounts have been reclassified to conform with the 2011 financial statement

presentation.

NOTE B - INVESTMENTS

Investments are composed of the following as of August 31:

Audit Committee Meeting 12/20/2011

2011 2010
Cost Fair Value Cost Fair Value
Corporatebonds  $ 3,731,926 3 5271424 $ 3,933,593 $ 5,305,589
Corporate stocks 3,926,449 4,398,802 2,741,592 2,754,470
Mutual funds 14,098,117 14,912,572 11,954,576 11,793,049
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$ 21,756,492 $ 24,582,798 $ 18,629,761 $ 19,853,108

Investment sécurities are exposed to various risks, such as interest rate, custodial and market
credit risks. Due to the level of risk associated with certain investment securities, it is possible
that changes in the values of investment securities will occur in the near term, and that such
changes could significantly affect the amounts reported in the financial statements.

For the years ended August 31, 2011 and 2010, the components of investment earnings are:

2011 2010
Investment income 3 443411 $ 281,610
Net gain on investments carried at fair value 2,207,603 999,198
Total investment return $ 2,651,014 S 1,280,808

NOTEC - CONTRIBUTIONS_ RECEIVABLE

Contributions receivable consist of the following unconditional promises to give:

August 31,
2011 2010
Contributions receivable $ 3,175,000 $ 3,751,000
Less unamortized discount ranging from 0.68%
to 3.84% at August 31, 2011 and 1.04% to
4.82% at August 31, 2010 {154,594) - (254,832)

$ 3,020,406 $ 3,496,168

The maturity of contributions receivable as of August 31, 2010 is as follows:

Less than one year $ 1,000,000
One to five years 2,175,000
3 3,175,000

NOTE D - TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets are available for the following purposes:

August 31,
2011 2010
Student scholarship for tuition and books $ 1,581,198 $ 1,112,480
Professional development, student related
activities, and program support 1,570,601 1,760,458

$ 3,551,799 $ 2,872,938

NOTEE - PERMANENTLY RESTRICTED NET ASSETS
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Permanently restricted net assets are maintained for the benefit of the following:

August 31,
_2011 2010
Student scholarship for tuition and books $ 26112432 $ 25,481,469
Professional development, student related
activities, and program support 911,160 688,877
$ 27,023,592 $ 26,170,346

The Foundation’s permanently restricted net assets are restricted to investments in perpetuity,
although the income from these permanently restricted assets is available for scholarships and
grants,

NOTE F - NET ASSETS RELEASED FROM RESTRICTIONS

Net assets released from restrictions consisting of temporarily restricted funds were due
mainly to satisfaction of purpose restrictions, and amounted to $1,098,457 and $1,251,846 for
the years ended August 31, 2011 and 2010, respectively.

NOTE G - CONCENTRATION OF CREDIT RISK

The Foundation maintains deposits at federally insured banks. During the current year, the
Dodd-Frank Wall Street Reform and Consumer Protection Act (Program) was passed to
amend the Federal Deposit Insurance (FDI) Act to provide full deposit insurance coverage for
nonmterest-bearmg transaction accounts and Interest on Lawyer Trust Accounts (IOLTAs)
beginning December 31, 2010, for a two-year period. The local bank with which the
Organization maintains 1ts bank accounts was a participant in such Program and hence, all
deposits at the bank were fully insured. Prior to the commencement of the Program, the
Foundation maintained deposits in financial institutions which at times exceeded amounts
covered by insurance provided by the FDIC. The Foundation did not experience any losses in
such accounts. The Foundation’s deposit accounts exceeded federally insured limits by
approximately $0 and $1,814,000 as of June 30, 2011 and 2010, respectively.

NOTE H - TRANSACTIONS WITH RELATED PARTIES

The Foundation’s payments to the District for scholarships and grants amounted to $783,678
and $898,523 for 2011 and 2010, respectively. At August 31, 2011 and 2010, the Foundation
owed the District $165,277 and $188,382, respectively, for scholarships and grants.

Also, as described in the Contributed Services paragraph of Note A, the District paid the
salaries and benefits of certain Foundation’s employees and the estimated fair value of these
contributed services is $566,777 and $300,619 for 2011 and 2010, respectively. Further, the
District also provided office space and equipment at no cost to the Foundation. Because the
Foundation does not have a clearly measurable basis to estimate the value of these
contributed facilities and equipment, no amounts have been reflected in the Foundat;on §
financial statements,
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NOTE I~ FAIR VALUE MEASUREMENTS

FASB ASC Topic 820, Fair Value Measurements, provides a revised definition of fair value
and estabhishes a framework for measuring fair value. The Statement also establishes a fair
value hierarchy that distinguishes between inputs based on market data from independent
sources (observable inputs) and a reporting entity's internal assumptions based upon the best
information available when external market data is limited or unavailable (unobservable
inputs).

The fair valoe hierarchy in-. FASB ASC Topic 820 prioritizes fair value measurements into
three levels based on the nature of the inputs. The three levels of the fair value hierarchy
under FASB ASC Topic 820 are as follows:

Level 1
Inputs to the valuation methodology are unadjusted quoted prices for identical assets or

liabilities in active markets.

Level 2 _ _
Inputs to the valuation methodology include:

Quoted prices for similar assets or liabilities in active markets;

Quoted prices for identical or similar assets or liabilities in inactive markets;
Inputs other than quoted prices that are observable for the asset or liability;

Inputs that are derived principally from or corroborated by observable market
data by correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be observable
for substantially the full term of the asset or lability.

Level 3
Inputs to the valuation methodology are unobservable and significant to the fair value

measurement,

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based
on the lowest level of any input that is significant to the fair value measurement,

Following is a summary of the Foundation’s investments by level, within the fair value
hierarchy, as of August 31, 2011 and 2010:

Assets at Fair Value as of August 31, 2011

| Level 1 Level2  _ Level3 Total
Fixed income securities $ 5,271,424 $ - 3 - $ 5,271,424
Equity investments 4,398,802 - - 4,398,802
Mutual funds 14,912,572 - _ - 14,912 572
$ 24,582,798 § - - $ - $ 24,582,798

__ Assets at Fair Value as of August 31, 2010
Level 1 ' Level 2 Level 3 Total
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Fixed income securities $ 5,305,589 $ - b - $ 5,305,589
Equity investments 2,754,470 - - 2,754 470
Mutual funds 1 1,79__3,049 - - 11,793,049

$ 10,853,108 § - $ - $ 19,853,108

NOTE] - ENDOWMENTS

The Foundation’s endowment consists of approximately 130 individual funds established for
a variety of purposes. These individual funds consist of both donor-restricted endowment
funds and funds designated by the Board to function as endowments.

On September 1, 2007, the State of Texas adopted the Uniform Prudent Management of
Investment Funds Act (“UPMIFA”). UPMIFA provides standards and guidelines for the
management, investment, and expenditure of charitable funds and for endowment spending
by institutions organized and operated exclusively for a charitable purpose. The purposes of
UPMIFA are to modernize rules, to articulate prudence standards, and to provide guidance
and authority for the management and investment of charitable funds and for endowment
spending. The new act provides greater direction with respect to making prudent
determinations and requires charities to focus on donor intent and the purpose of endowment
funds when managing institutional funds.

In Angust 2008, the FASB issued Staff Position (I'SP) FAS 117-1, Endowments of Not-for-
Profit Organizations: Net Asset Classification of Funds Subject to an Enacted Version of the
Uniform Prudent Management of Institutional Funds Act, and Enhanced Disclosures for All
Endowment Funds, which was later codified as FASB ASC 958-205 and is effective for fiscal
years ending afier December 15, 2008. FASB ASC 958-205 provides guidance on the net
asset classification of donor-restricted endowment funds for not-for-profit organizations that
are subject to an enacted version of UPMIFA; and improves disclosures about an
organization’s endowment funds (both donor restricted funds and funds functioning as an
endowment), regardless of whether it is subject to UPMIFA. In addition, FASB ASC 958-205
addresses how UPMIFA’s elimination of the historic dollar value threshold - the amount
below which a not-for-profit could not spend under regulations prior to the adoption of
UPMIFA — affects net asset classification. The FASB ASC 958-203 requires an organization
to classify a portion of a donor-restricted endowment fund (other than a term endowment) as
permanently restricted net assets. That portion is equal to the amount of the fund that: (1)
must be retained permanently, in accordance with explicit donor stipulations, or (2) that, in
the absence of such stipulations, the not-for-profit’s governing board determines must be
retained permanently under the relevant law.

As permitted by accounting standards generally accepted in the United States of America,
income earned on endowment funds are classified and reported based on the existence or
absence of donor-imposed restrictions as well as based on management prudent
determinations.

Interpretation of Relevant Law

The staff of the Foundation has interpreted the UPMIFA as requiring the preservation of the
fair value of the original gift as of the gift date of the donor-restricted endowment funds
absent explicit donor stipulations to the contrary. As a result of this interpretation, the
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Foundation classifies as permanently restricted net assets (a) the original value of gifts
donated to the permanent endowment, (b) the original value of subsequent gifts to the
permanent endowment, and (¢) accumulations to the permanent endowment made in
accordance with the direction of the applicable donor gift instrument at the time the
accumulation is added to the fund. In accordance with UPMIFA, the Foundation considers
the following factors in making a determination to appropriate or accumulate donor-restricted
endowment funds:

The duration and preservation of the fund.

The purposes of the Foundation and the donor-restricted endowment fund.
General economic conditions.

The possible effect of inflation and deflation.

The expected total return from income and the appreciation of investments.
Other resources of the Foundation,

The investment policies of the Foundation.

A s
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Endowment Net Asset Composition by Type of Fund as of August 31, 2011:

E Permanently
n Unrestricted Restricted Total
d Donor-restricted endowment s - $ 26,888,593 $ 26,888,593
o funds
wBoard restricted endowment 6,882 - 6,882
m funds
€ Total $ 6,882 $ 26,888,593 $ 26,895475
n
t Changes in Endowment Net Assets for the
year ended Auvgust 31, 2011:
NEndowment net assets, $ 6,519 $ 26,170,346 $ 26,176,865
€  beginning of vear
t Contributions - 691,809 691,809
Investment income
ADividends and interest 154 - 154
§ Net realized and unrealized gains
£  oninvestments 209 - 209
€ Transfer between funds, based - 26,438 26,438
! on donor instructions
ij—Endowme:nt net assets, end of
§1 year $ 6,882  $26,388,593  §$ 26,895,475
Endowment Net Asset Composition by Type of Fund as of August 31, 2010:
Permanently
Unrestricted Restricted Total
Donor-restricted endowment g - $ 26,170,346 $ 26,170,346
funds
Board restricted endowment 6,519 - 6,519
funds
Total b 6,519 $ 26,170,346 $ 26,176,865
Changes in Endowment Net Assets for the
year ended August 31, 2010;
Endowment net assets, b3 6,216 $ 26,014,123 $ 26,020,339
beginning of year
Contributions - 294,259 294,259
Investment income
Dividends and interest 80 - 89
Net realized and unrealized
gains on investments 214 - 214
Transfer between funds - (138,036) {138,036)
Endowment net assets, end of
year $ 6,519 $ 26,170,346 $ 26,176,865
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Return Objectives and Risk Parameters

The Foundation board has adopted investment and spending policies for endowment assets
that attempt to preserve the real (inflation-adjusted) purchasing power of the trust assets, o
provide an adequate level of income to meet the original intent of the Foundation’s
benefactors and to maximize the total rate of return earned by the trust without assuming an
unreasonable degree of risk. Endowment assets include those assets of donor-restricted funds
that the organization must hold in perpetuity or for a donor-specified period(s) as well as
board-designated funds. Under this policy, as approved by the Board, the investment
objective for the fixed income is to outperform (net of fees) the Barclays Intermediate
Government/Credit Index. The investment objective for the equity fund is to cutperform (net
of fees) the Russell 1000 and/or the S&P 500 Stock Index.

Strategies Emploved for Achieving Objectives

To satisfy its long-term rate-of-return objectives, the Foundation relies on a total return
strategy in which investment returns are achieved through both capital appreciation (realized
and unrealized) and current yield (interest and dividends). The Foundation targets a
diversified asset aliocation that places a greater emphasis on equity-based investments to
achieve its long-term return objectives within prudent risk constraints.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The Foundation will make eamings available each year for use by endowment supported
funds. The available funds will be up to 5% of the three year average of the aggregate
investment portfolio market value at December 31* of the year preceding the disbursement of
the funds. The spending limit will not exceed 5% of the December 31% market value.

In establishing this policy, the Foundation considered the long-term expected return on its
endowment. Accordingly, over the long term, the Foundation expects the current spending
policy to allow its endowment to grow. This is consistent with the Foundation’s objectives to
preserve the real (inflation-adjusted) purchasing power of the trust assets, to provide an
adequate level of income to meet the original intent of the Foundation’s benefactors and to
maximize the total rate of return earned by the trust without assuming an unreasonable degree

of risk.

NOTE K - SUBSEQUENT EVENTS

Management has evaluated subsequent events through December 2, 2011; the date financial
statements were available to be issued. No changes are necessary to be made to the financial
statements as a result of this evaluation.

24. RICHLAND COLLEGIATE HIGH SCHOOL - CHARTER HIGH SCHOOL OPERATED BY
THE DISTRICT

In January 20035, the District's Board of Trustees approved application to the Texas Education Agency
(TEA) for a charter to operate the Richland Collegiate High School of Mathematics, Science, and
Engineering, designed to enroll students only at the junior and senior levels. TEA approved the
application in October 2005. In May 2006, the Board approved the contract with TEA for operating a
charter through July 31, 2010. But the charter agreement has been renewed and is in effect
indefinitely at this time, The charter high schoo!l opened in August 2006 with its first class of 176
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stedents at the junior level. Students receive high school and college credit concurrently. Funding is
received from the State of Texas for the charier high school based on average daily attendance.
Expenses consist of contracted services for instruction and other functions provided through Richiand
College as well as direct expenses for equipment and supplies. The high school has no direct

employees.

Beginning with fall 2010 classes, a new area of emphasis for students to select from is the performing
and other arts. Because of the expanded offerings, the “Mathematics, Science, and Engineering”
portion of the school name has been dropped and is now simply Richland Collegiate High School.

The Richland Collegiate High School has the same legal identity as the District and is governed by
the same Board. For operating purposes, in accord with TEA requirements, all revenue and expenses
are tracked through a separate general ledger account. But for financiai statement purposes, fiscal
information for the charter high school is included in the statements of the District.

The Statements of Net Assets, the Statements of Revenues, Expenses and Changes in Net Assets, a
Statements of Cash Flows, and a Schedule of Expenses for the years ended August 31, 2011 and 2010
for Richland Collegiate High School alone are presented below. Included also is a Budgetary
Comparison Schedule for 2011.

RICHLAND COLLEGIATE HIGH SCHOOL EXHIBIT )
‘With TEA Classifications

STATEMENTS OF NET ASSETS

AUGUST 31, 2011 AND 2010

Data
Control
Codes ASSETS 2011 2010
CURRENT ASSETS: :
1100 Cash and cash equoivalents k-1 393,823 3 724,025
1240 Accounts Receivable (net) -Dueé from TEA 23,802 27.706
Total current assets 417.625 751,731
NON-CURRENT ASSETS:
19210 Investments . 932500
1500 Total non-current assets .. 232,509 -
1000 TOTAL ASSETS 1,350,134 751,731
LIABILITIES
CURRENT LIABILITIES:
2501 Dwe to District (parent organization) 23,802 27,706
Total carrent Habilities 23,802 27,706

NON-CURRENT LIABILITIES:
2502 Loan payable to Richland College -

Total non-current liabilities - -

2000 TOTAL LIABILITIES 23,802 27,706
NET ASSETS

3200 Invested in capital assets, net of related debt ) - -

3900 Uhwestricted 1,325,332 724,025

3000 TOTAL NET ASSETS 3 1,326,332 § . 724,025
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RICHLAND COLLEGIATE HIGH SCHOOL EXHIBIT2
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
YEARS ENDED AUGUST 31, 2011 AND 2810
District Présentation TEA Clssifications
Dala
2011 2010 Contzol 21 2010
. Codes
OPERATING REVENUES: OPERATING REVENUES:
Federal grants and contracts $ 19330 § 5508 5929 Federal grants revene distributed by TEA $ mBs B8
Total operating revenuies 109330 55,058 5020 Total operating revemues 10933 55,058
(OPERATING EXPENSES: OPERATING EXPENSES:
Instruction 1182141 1,404,069 001F Instruction 1414 844 1627637
Public Service 181814 213,568 1012 Instractional resources and medis services %694 58052
Academic support 8175 68317 {013 Curriculam devebpment & instructional 9521 10,265
Student services 449M 118 0031 Guidance, comseling and evaluation services 19707 189,789
0033 Heakh services 3,306 4314
034 Student transportation 15811 11,762
0035 Food service 6,143 5,268
Instiautiortal support 6111 471,72 8023 School kadership 487,786 393,657
0041 General admiistration 138683 108,040
0052 Securdy and monfuring services 38,159 3799
‘Total operating expenses 239218 2446714 5030 Total operating expenses 235918 246,77
OPERATING LOSS {2280888) (2304716 1100 OPERATING LOSS (2200888)  (2391,7i6)
NON-OPERATING REVENUES {EXPENSES): NON-OPERATING REVENUES (EXPENSES):
State appropriations 2832 2580190 5800 State appropriations 180432 2,589,190
Investment mcome 17,869 26,253 5747 Tovestment income 17869 26255
Net nom-operatiog revenues 2892195 2615443 Net nog-operating revemucs 289219 2615445
INCREASE IN NET ASSETS 602307 s {200 INCREASE IN NET ASSETS 60230 23700
NET ASSETS: NET ASSETS:
Net Assets—DBeginuing of Year 724,025 500,29 0100 Net Assets—Begiming of Year 4025 500,296
Net Assets—End of Year $ 1333 § T 3000 Net Assets—End of Year § L3 8 T
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Richland Collegiate High School EXHIBIT 3
Statements of Cash Flows
For the Fiscal Years Ended August 31, 2011 z_md 2010

2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES '
Receipts from grants and contracts b 113,234  § 38,037
Payments to suppliers for goods and services {2,403,122) (2,429,753)
Net cash used-in operating activities (2,289,888) (2,391,716)
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
Receipts from state appropriations 2,874,326 2,589,190
Payments on loan - -
Net cash provided by non-capital financing activities 2,874,326 2,589,190
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts from interest on investments 17,869 26,255
Purchase of investments {932,509} . -
Net cash provided (used) by investing activities {914,640) 26,255
Increase {(decrease)} in cash and cash eguivalents (330,202 223,729
Cash and cash equivalents - September 1 724,025 500,296
Cash and cash egquivalents - Avgust 31 § 393,823 § 724,025
Reconciliation of net operating loss to net cash used
in eperating activities
Operating loss $ (2,289,888) 3 (2,391,716)
Adjustments to reconcile net loss to net cash
used in operating activities:
Changes in assets and liabilities:
Receivables (net) 3,904 (17,021)
Accounts payable (3.904) 17,021
Net cash used in operating activities ¥ (2,250.888) $ (2,391,716)
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RICHLAND COLLEGIATE HIGH SCHOOL

Budgetary Comparison Schedule
For the Year Ended August 31, 2011

Variance %

Budgeted Amounts Actual to Budget Percent Actwal  Original te

Original Fioal __ Actval Ameuats Variance 4o Final Bulget Final Budget
REVENUES : )
Locat Support:
5746 Local and infermediate sources $ 3000 ¥ 8000 § 17869 9869 123.36% * 0.00%
State program revenues:
3816 Foundation School Program Act Revenues 2.953,768 2478088 2,862,707 (15,381) -0.53% <2.56%
5810 High school allotment - na
5820 Technology allotment 11,619 11236 11619 383 341% -31.30%
Total state fevenues 2,965,387 2,889,324 2874326 (14,998) -0.52% “2.57%
Federal program revenues:
5900 5900 Federal program revenues 54,720 215,523 109,330 (106.193) -45.27% 293.80% ¢
Total revenues 3028115 3,112.847 3.001,525 {11132 ~3.58% 2.80%
EXPENDITURES ' ;
State program expenditares
0041 11 nstruction ' 1,880,218 2047786 1414844 (632,942 -30.91% 291%
6012 12 Instructionsl resowrces and media services 73,627 103,027 86,944 (16,083} ~15.61% 41.08% °
6013 13 Cumiculum and seaff dcveinpment1 10,606 20478 9352 (19957 7. 7% 194.78% f
0023 23 School keadership 486347 514,839 487,786 (27053) -5.25% 5.86%
0031 31 Guidance, counseling, and evahmtion services 274,173 224095 1970676 {27619) ~12.06% ~18.27% ¢
0033 33 Health services 9327 3306 3306 - 0.00% -64.55% "
0634 34 Student Transportation 11,762 17,712 15811 (1.901) wa v
4035 35 Food Service 7375 8775 6,148 {627) 5.25% -8.14%
0036 36 Extracurmicufar activities 16,504 10,564 - {10,504) -100.00% 0.00%
0041 41 General administration 227352 113,824 139623 25,7199 2.67% " 49.04%
0051 51 Facilties maintenance and operations i 1 - 1)) -100.00% 0.00%
0052 52 Security and monitoring services 37,950 41,500 38,159 (3341 -8.05% 9.24%
Total expenditures 3,028,116 3112847 2399218 (713629) -32.93% 2.80%
1206 Net change in fund balnces - - 602,307 602,307 wa n'a
0190 Fund balances—hegiming 724,025 724,025 T24025 - 0.00% 0.00%
3000  Fand balances—~ending $ OTM015 § TMDS 3 132633 602307 B3.19% ° 0.00%

! Includes grant-funded expenditures

* Includes expenditures funded by technology allotement

Variance Explanations

! Unrealized market gain is inchided but was not budgeted

® Amendment approval wes given by TEA late in the year to inchsde superintendent and other administrative salarics afier final budget was approved
¢ Since budgets are established to have equal revetwes and expenses, an increase in fund balance will always be over the amount budgeted

4 Severat grants were received afier the original budget was sulmitted

¢ Estimated costs for computers were added o the budget in summer revision; however actual expenses come in Jess

TSome of the grants teceived after origina! budget were for cwrriculim & staff development cansing this varance

# Twy positions were anticipated with original budget but were never filled so adiustment was made with final budget

hA posttion was vacated and not filed so the final budget was adjusted accordingly

T Original budget inchided superintendent and busiess officer’s salary but amendment not approved by TEA ntil Inte summer afier final budget was submitted;
final budget also lowered as fingerprinting costs were not as high as mitially anticipated
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RICHLAND COLLEGIATE HIGH SCHOOL

SCHEDULE OF EXPENSES
FOR THE YEARS ENDED AUGUST 31, 2011 AND 2010

Expenses

Object 201_ 1 __2010
6100 Payroll Cost $ I $ 1
6200 Professional/Contracted Services 1937751 1,764,948
6300 Supplies/Material 362,911 640,035
6400 Other Operating 08,555 41,790

$ 2399218 § 2,446,774

25. SUBSEQUENT EVENTS

Management has evaluated subsequent events through Décember 17,2011, The financial statements
were available on this date. No changes are necessary to0 be made to the financial statements as a
result of this evaluation.
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DALLAS COUNTY COMMUNITY COLLEGE PISTRICT SCHEDULE A
SCHEDULEOF OPERATING REVENUES
YEAR ENDED AUGUST 31, 2811 (WTTH MEMORANDUM TOTALS FOR THEYEAR ENPED AUGUST 31, 2010)
Total
Educational Augiliary
Ynrestricted Restricted Activities Fnterprises 2011 2610
Tuition:
State funded credit courses:
In-district resident tnition 3 50,500,027 - $ 56,500,027 - 3 30,500,027 % 46,176,832
Out-ei-district resident teition 14,149,526 - 14,149,526 - 14,149,526 13,490 202
Non-resident tnitice 13,241,841 B 13,241,841 - 13,241,841 12,981,473
TPEG - credit (set aside) * 3,976,728 - 3,976,728 - 3,976,728 3,645,075
State-funded continuing education 9,507,663 - 6,507,603 - 9,507,603 11,556,877
TPEG - nen-credit {set aside) * 515,544 - 516,544 - 516,544 718,665
Noa-state funded educational programs 3,995810 - 3985810 - 3,095,810 4,471,628
Total tuition 05,888,079 - 03 888,079 - 95 888,672 93,051,103
Fees:
Installment pian fees 906,755 - 906,755 . 906,753 893,595
Prior year tuition and fees (5} - {3} - {3) 13,687
Total fees 206,750 - 806,75 - 906,750 507,282
Scholarship aflowances and disconnts:
Remissions and exemptions - state {1,271,947) - 1,277,947y - {1,277.,947) 1,562,573}
Remissions and exemptions - local (5,931,342) - {5,931,342) - {5,931,342) (5,371,532}
Title TV federal grants {23,500,128) - (23,500,128) - (23,500,128} (18,464,518)
Other federal grants (2,335,184 - (2,335,181 - (2,335,181) (3,253,124}
State grants {1,495, 140} - (1,495,140) - (1,499,140) (2,528,363}
TPEG awards (1,579,687) - (1,379,687 - {1.579,687) {1,663,495)
Rising Star program (350,482) - {33048} - {350,482) {434,926)
Total scholarship allowances md discounts (36.472,907) - {56,4?3,997) - (36,473,907} (33,278,631
Total tuition ané fess, net 60,320,022 - 60,320,022 - _ 60,320,622 60,679,753
Additional cperating revenues:
Tederal grants and contracts 1,334,960 19,160,284 20,295,274 13,998 20,307,272 21,675,227
State grants and contracts 36,055 6,544,629 6,680,684 « 6,680,684 7,733,013
Non-governmental prants and contracts 1,138 4,545,781 4,546,919 - 4,546,919 2,832,108
Salss and services of educational activities 526,579 - 326,579 - 526,579 627,008
Other operaticg reveines 1,061,831 - 1,801,831 - 1,001,833 2,240.074
Total additionat operating revenues 3,700,593 35,250,694 33,058,287 11,008 i 33,063,285 35,107 430
Awsdliary Enterprises:
Bookstore - - - 2,195,065 2,195,065 2423970
Food Service - - - 542,062 542,062 546,529
Center for Educational Telecomunuaications - - - 1,499,211 1,495,211 1,603,154
Busizess Incubation Center - - - 158,859 58,859 157,494
Student Programs - - - 768,150 768,130 677,716
Total auxiliary enterpriges - - - 5,163,347 5,163,347 5,408,863
Tetal Operating Revenues $ 6&021 515 $ 30250@94 $ 94272209 3 5175345 $ 90447354 $ 101,106,046
(Exhibit 2} {Exhibit 2)

* I accordance with Bducation Code $6.033, 34,493,272 and $4,364,740 for years Auvgust 31, 2011 and 2010, respectively, of taition was set aside for

Texas Public Education grants {TPEG)
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DALLAS COUNTY COMMENITY COLLEGE DI TRICT SCHEDULER
SCHEDULEOF OPERATING EXPENSES BY OBJECY _
YEAR ENDED AUGUST 31, 2011 (WITH MEMORANDUM TOTALS FOR THE YEAR ENDED AUGUST 31, 2019)
Operating Frpenses
Benefits '
Salaries o i Other
and Wages State Local Fxpenses 2011 2010
UNRESTRICTED - Edvcational Activitics
Instruction § 17861043 - § H265600 § 1495308 147,073,686 $ 143,005,200
Public Service 378301 - 438343 138971 5,565,521 6800228
Academic Suppott 12612500 - 1317,255 4015029 18,145,184 18,040,508
Student Services 23325337 - 278,11 4823550 30,533,058 30,063,135
Institational Support 4271685 - 4865825 1037961 58670447 59422768
Operation and Maintenance of Plant $612288 - 1,017,193 20214335 B3 816 IRTI8617
Total unrestricted edueational activities 205622234 - 2‘_1,909,587 64,705,897 ?,99,237,73 296,050,456
RESTRICTED - Educational Activities
Instruction 1,702.89 15034826 215854 4295462 21,149,038 18,7643%
Public Service 1,307,351 - 243925 5074392 6,625,668 6,702,680
Academic Support 207,760 1608952 31,186 (3,076} 1842822 2004137
Student Services 2434428 2975473 451428 821,660 6,682,989 829059
Institutional Support 2404827 5.530.805 404,504 2700480 1,058,622 13,043,304
Schotarships and Fellowships 1,754 - 2 72413012 72414788 - 61,103,659
Total restricted educational activities 8,059,016 25159056 _ 1,346,919 25,308,936 119873.927 109,928,760
1OTAL EDUCATIONAL ACTIVITIES 7681550 25,159,056 26,256,506 146,623,031 405,975,216 45919216
AUXHIARY ENTERPRISES 4,381,805 - 1,087,213 44710 1021618 16,389,098
DEPRECIATION EXPENSE - Buildings and
other real estate Eprovements - - - 20316461 20316461 17,644,394
DEPRECIATION EXPENSE - Equipment and
fumiture - - . 5,665,583 5,665,583 53174
TOTALOPERATING EXPENSES IRy 35 3705 SOEET T RSRNT
ibit 2) ihit 2
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DALLAS COUNTY COMMUNITY COLLEGE DISTRICT . SCHEDULEC

SCHEDULE OF NON-OPERATING REVENUES AND EXPENSES o
YEAR ENBED AUGUST 31, 2011 (WITH MEMORANDUM TOTALS FOR THE YEAR ENDED AUGUST 31, 2010)

Auxiliary
Unrestricted Restricted Enterprises 2011 2010
NON-OPERATING REVENUES:
State Appropriations: _
Education and general state support $ 85478155 $ - L3 - $ 89478155 $ 93,008.83%
State group insurance - 15,042 227 - 15,642,227 15,552,849
State retirement matching - 10,116,167 - 10,116,107 10,124.917
SBDC state match - 1,607,048 - 1,607,048 1,671,112
Starlink _ - 255310 - 255310 267022
Foundation school program 2874326 - - 2874326 2,589,190
Total state appropriations 62352481 27,020,692 : - 119,37_3‘,173 123,303,929
Maintenance ad valorem faxes 158,309,361 - - 158,305,361 159,137.404
Federal revenue, non-operating - $7.927,083 - 27,927,083 74,418,624
Gifis ' 148,556 - - 148 556 £3,299
Investment income 3,629.504 - 313486 3943390 7384454
(Gain on sake of investment 6,197 - 537 6.734 -
Other non-operating revenue _1,362,919 - ) - 1,362919 1_,571,370
Total non-operating revenucs 255,809418 114,947,775 314,023 371071216 365,899,080
NON-OPERATING EXPENSES:
Interest on capital related debt 18,094,031 - - 18,094,631 16,507,721
Loss an disposal of capital assets 35292 - - 35292 1,040,686
Other non-operating expense 414,450 _ - - 414,450 419,536
Total non-operating expenses 18,543,773_ - - 18,543,773 17,967,937
NET NON-OPERATING REVENUES $ 237,265,645 $ 114947775 $ 31408 $ 352,527,443 $ 347,931,143

(Ex bibit 2) (Exhibit 2)
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DALEAS COUNTY COMMUNITY COLLEGE DISTRICT SCHEDULE b

SCHEDULE OF NET ASSETS BY SOURCE ANP AVAILABILITY
YEAR ENBED AUGUST 31, 2611 (WITH MEMORANDUM TOTALS FOR THE YEAR ENBED AUGUST 31, 2010)

Detail by Source Available for
Capital Assets Current Operations
Restricted Net of De pre ciation
Unrestricted Expendable  Non-Expendable and Related Debt Total Yes Ne
Current:
Unrestricted $ 125255503 $ - $ - $ - F 125255503  $ 125255503 $ -
Awuxiliary enterprises 19648019 - - - 19,648,019 19,648,019 -
Restricted - - - - - -
Loan 438491 - - - 438,491 - 438 491
Endowment:
Quasi:
Unrestricted 5405081 - - - 5,405,081 - 5405081
Restricted - - - - - - -
Plant:
Unexpended 18,490,386 3,037,934 - - 21,528,320 - 21528320
Debt Service - 2,789,849 - - 2,789 845 - 2,789,849
Investment in Plant - - - 281852766 281,852 7766 - 281.852 766
TOTAL NET ASSETS..
August 31, 2011 169237480 5,827,783 - 281,852,766 456,918 029 144903 522 312,014,507
(Exhibit 1)
TOTAL NET ASSETS-
August 31, 2010 182,737,699 o 11,902,270 - 265,612 880 460,252 849 156634162 303,618,687
(Exhibit 1}
NET INCREASE
{DECREASE) IN
NET ASSETS $(13,500219) 3 (6,074.487) $ - $ 1623988 & (3334820) 8 (11730640) § 8395820
(Exhitiit 2)
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STATISTICAL SECTION

These statistical tables provide selected financial and demographic information. The
statistical tables are for informational purposes only and are not audited.
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Dallaz County Commuuity Collage Divirici
Statistical Supplement 1

Net Assets by Component

Fiscal Years 2002 to 2011

(vmaudied)

(amonws expressed in thonsands)

Trvested in capital assets, et of related debt

Preliminary and Tentative

, For the Year Ended August 31,
201 wl0 - 2009 2008 20067 2006 2008 2004 2003 5 2002
S 281853 5 265613 8 252511 % 237335 5 236563 % 23BT2T 5 231102 5 236129 5 ZIOB03 S 1B3OTZ
5828 11,902 11,708 11,563 12463 13,649 25,559 11536 6487 3 10044
165,237 182,738 186,261 178053 156,254 130,117 104,147 93,289 111262 § 138350
$ 456518 5 460253 5 450480 % 426951 5 05280 § 3B3A3 5 365748 § 340964 -} 328402 § 333406
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Dallas Connty Community College District

Statistical Supplement 2

Revennes by Source

Fiseal Years 2002 (o 2611

{onmiited)
For the Year Ended August 31,
(amms expréssed i thonsands)

261 w06 B b} 2007 2006 200 2004 2603 2002

Tutos md charges (ot of fscoonts)  § G031 5 GOGBD 5 OIS WBO S ST 5 4608 S M1 5 4T S BT S 488

Federal grits and ¢omracts 20307 2547 B30 16345 15934 16,46 15641 13389 12748 13,564
State grans and contracts 5,681 AL 157 3438 23% 1387 1752 187 4558 3485
Noo-governmental grauts and contracts 4547 2360 2318 4368 4263 338 4519 3] 413 10
Sakes and services of educations) activities 521 2 5 53 58 8 543 55 47 48
Auwniary enterpeises 4163 4 55% 5814 6,663 6% ims 6582 9% 5%
General epérating revenns 190 40 1583 140 1550 1875 1697 L% jR¥E] 107
Total Operating Revennes i 16L185 95043 8543 B BN 4128 n 89510 7454
State appropriations 119373 1830 1841 18157 110,740 108,41 103,248 101689 1098 105377
Miitenznoe ad valorem taxes 158308 158137 13857 130734 128220 11376 106586 100359 %3 %327
Federal revense, non-operating 3707 TAALD 40458 32230 31405 3435 B 387 297 1M
Gifis ] B ki 85 I ) 138 317 m 10
Tnvestment income 31843 1385 EEES] 1157 12,49 2,689 350 154 301 4546
Gan oo sade of Ivestment 7 - 153 - - - - 85 b/ -
Contributions & 2if of construction . . ] - - . . . 496 .
Other noe-optrating reveme 1363 151 30 1l 5t 1% 3 182 5 7
Total Nesoperating Revenses 91 3585 322330 29358 B MM 5068 B8 WY
Tofal Revenves 3OS S 467885 5 AIB3B Y IMAS 5 BUI6 S M0 S 3 S INSH 5 WA 5 ZMSe
For the Year Ended Angust 31,

Tuition and charpes (pet of dscomts) A% LM% MM MIT MA% BS% DBE%  BW% UM% 5%
Federal gramts and contracts A3 AS% 4% 4% AMM A0 4AR% A% 43 AT
State rants and contracts 4% 18% L 0% BS% 04 3% 0B%  166% 1%

Nin-govenymental grams end confracts 09 081% 0.55% 115% L15% 1.03% 142% 1668% 148% 039%
Sades and serviees of educationa! sctiviSes G11% DL3% 012% B14% 0.15% 0.14% 017% 0.18% §16% §17%

Aikory enterprises 110% 116% 133% 1.56% L% 185% 117% 1% 149% 145%
Genera operatiog sevenes 04% 148% 039% 048% 0.50% (49% 052% 0.3% £.42% 03%%

Total Operatiag Revenses MM% N B9% L&  BI% 8% 1% B2% ME% 5%
State appropriztions /3P AP WS LM% 0B L6 3EES% 0% L% 30%
Matttenance ad vaborem taes 36 ST 3SME MM%  BI% N3N 0% NM% 174% 265%
Federal revene, non-operating B&%  155% D7 B4 E3% W% 1040% 026%  1000% 148%
Gifts 0% 802% £.15% 0.05% 0.42% 0.04% (4% 0.49% 0.26% 210%
Irvestmet icome 0345 138% 1.59% 115% 344 255% 1.%% LIT% L% 138%
Gatn on sale of ivesmest 0.00% £.00% 104% £.00% 0.00% 0.00% 1.00% 0.63% 0.0% 0.00%
Comributions i 2 of consiruction B.00% £.60% 00% £.00% £.00% D0% 0.00% B.00% £.18% 0.0%
(e pon-operaing reveme 029% £.34% 901% .08% 0.01% 905% 0.27% 0.06% 02% 00%%

Total Noaoperating Reveues WA W% T TIN%  T681% TIRI% A% WI% A% HE%
Tofal Revenzes 10000%  10600%  10000%  BODG0%: BOOIO% 1000%  10000%  100.00%  I0D.OC% 10060%

Audit Committee Meeting 12/20/2011 Page 73 of 113 Printed 12/16/2011 9:00 AM



Preliminary and Tentative

Dallas Conaty Community College District
Statictieal Supplement 3
Program Expenses by Fenction
Fiscal Years 2002 to 2011
fmndited)

For the Year Ended August 31,

. (omousts expressed i thowsands)

Insiruction § MBI S LM 5 10414 5 MLIR 5 134 3 25T 5 BOME 5 IMIM 3 g% 5 oImm
Public service 119 1330 13854 1053 10578 19334 Ho4oh anz 5054 5885
Academic support 19988 20065 19,363 1813 18303 17314 16386 15024 1484 M2
Stadent services : 31616 kR 1181 32418 35 15656 B n;m 2635 458
Institutions! suppert 8,728 T2486 67,196 55216 52878 SEI 42150 46299 438 44768
Qperation and muintessance of plant B B8 3300 30058 27083 1% 24430 bik: ) L 1873
Scholarships and fellowadips 1415 61104 B 26383 A5 2356 26344 B 51 bibTd
Auziary snterpeices 10216 1389 955 a4 1071 10.286 5955 18308 10447 18207
Depreciation 58 22986 18530 17084 17584 14484 H343 1021 10,638 5480
Total Operating Expenses B30 43N 380251 s 330209 AYE W 24304 283439 B
Ttesest on capita] debt 18054 16308 13907 1 4992 LT 1905 bis 1567
Loss on dsposal of capital asseis 3% 1041 b4 34 1736 2] n 136 13 138
Acerod for begal expemse . - - . - . {1B32m) 168 - R
Ocher tion-aperating expetse 415 415 3% 1535 bt _ M5 1146 ki % 3
Total Nonoperatiig Fxpeases B4 1 M5 13027 1110 455 7465} 38 1383 13475
Total Expenses §OATIESs 5 4SIAN 5 M4BM 5 3TEM L BIMS 5 3RTR S NS O MR S MM 5 NS

For fbe Year Ended Awpwst 31,

Testruction BIR% O IM BI% BM% M7 0% 8% 2% O6% 4X%
Poblic senvice 25%% 295% 353% W M 3% 34 A% N% B3
Acadwic support 4% 43% £50% 5% 543% 53% 5SSO SU% A%
Student services % B B30% 9.06% $3¥% B AM%m 9M% 9% BM%
Tnetodional suppest WM 18% IO 1626%  IASR%  1SM%  RmE BE% 15M% 1A%
Operation and maintenznce of plast £2% 847% 8.36% B40% 8.03% BIR% 8% 6% 4% 6.38%
Schlerships and feBowebips BR%  1336% 8.39% 13m% 1% BIB%  BTM% RE% MY 6%
Ay enterprives 6% 1M 24%% 282% 3% 3% 3% A% 36T 35%
Depreciztion 5.48% 0% 489% 477% SH%  44B% 3% 3% 3M% 3%
Toha) Openatizg Expenses 96.09%  960%  9831%  O6I%  9TE% ORSO% DA% W% WS% %3
Tterest on capita debt 382% 361% 352% 1.7% L48% 128 151% 0% 0% 06%
Loss on disposal of capital assets % 0B% 007% 150% 052% 0S%  OM%  00% 0% ;e
Averoa for legal expense 0.00% 000% 0.00% D00 000% 000% 4% 0SB 0M% 334
Other oo operating expense 0.08% 0.09% 0.10% 043% O1%  BOR% 0% 0p% 0I6% D%
Total Nosoperatiag Expenses 9% 9% 360% 365% 211% 1% 1% 10M  0M% 4T
Total Expeases 10000%  10000%  10000%  10000% H0000%  1000D%  100O0%  I0000%  OA0% 100.00%
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Preliminary and Tentative

Dallas Covaty Community College District

Statistical Supplement 8§

Assessed Value and Taxable Assessed Value of Property

Last Ten Fiscal Years

{Unaundited)

| {(amounts expressed in thousands) | | Direct Rate |
Ratio of Taxable Maintenance
Assessed : Taxable Assessed Value & Debt
Valuation of Less: Assessed Valze 1o Assessed Operations  Service Total
Fiscal Year Property Exemptions {TAVY - Value (a) {a) (a)

2016-11 £186,615,099 523,375,863 $163239.236 B747% 3 607780 5 002143 3 0.09923
200910 188 450,056 15774377 172,675,679 91.63% 0.07780 001710 009450
2008-09 215856678 37953410 177963268 82.42% 0.075%0 0.01350 0.08940
2007-08 202,897,589 36,335,019 166,562,570 82.09% 0.075%90 0.00430 (.0B040
2006-07 186,011,811 33388192 152623619 82 05% 007780 0.00320 0.08100
2005-06 173,396,321 31,196,654 142,199 667 82.01% 0.07780 0.00380 (.08160
2004-05 164428457 29418622 135,005,835 8211% 0.07780 0.00250 008030
2603-04 160,837,174 27825511 133011663 82 70% 0.07780 0.00600 407780
2002-03 159,130,737 27293383 131837374 82.85% 0.06000 0.00000 006006
2001-02 150,143,446 22,201,699 127.941,747 835.21% 0.06000 0.00000 606000

Sonrce: Dalias Central Appraisal District
Notes: Property is assessed at full market vakue
(a) per 3100 Taxable Assessed Vahuation
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Preliminary and Tentative

Dallas County Communuity College District

Biatistical Supplement §

State Appropriations per FTSE and Contact Honr

Last Tem Fistal Years

{Unandited)

(amounts expressed in thousands)

] ___Appropriation per FTSE L Appropriation per Contact Hour
State
Saate Academic . Voc/Tech Total Apprepriation
State Appropriation Contact Contact Confact per Contact
Fiscat Year Appropriation FTSE per FISE Hours Hours _Hours Hour

2016-11 3 82478 53360 % 1882 22438 2416 84 5 281
2009-10 93,099 33474 1741 21,604 10.360 31964 A |
2008-09 59,498 47374 1,889 19244 9284 28,528 314
2007-08 £9.498 43,737 2,046 172511 8428 26,339 3.40
2006-07 84,733 42592 1971 17.047 8120 25,167 k5
2005-06 84,753 41 648 2035 17154 7830 24984 339
200405 83.076 42934 1935 16939 8385 25344 18
2003-04 83054 42,261 1965 16,850 8953 25843 321
2002-03 79574 41,509 1827 16,480 5479 25959 308
2001-02 86284 40579 2126 14947 10,353 25300 4

Notes:

FTSE is defined as the mmber of credit hours divided by 30 phos the mumber of CE contact hours divided by 900.

Source:

District Business Affzirs End of Semester Student Statistics Report

Audit Committee Meeting 12/20/2011 Page 77 of 113 Printed 12/16/2011 9:00 AM



ok ety iy seee)

IR

%ITY L1 LT T %y iG T Vhar LTy LT3 [ moy,
L0 ¥ Sy v e TR
2BITC - - . - - Sy s L fs 0
¥akg It - - - FIuCALL) eudonay
Let - 3008 - - Lamyy ogdaa L 1PV
. *%iz0 L i 24650 - BOIRMIANT FEO F B30 Mprcuy

1500 Sypag suqiegey
- - LA 4 - - - ISHEIOPAI] MEST By s SRR TRURRAY 1504
hd - - A L5 ] - - «Eﬂi—owﬁn VR R SARCERUY DA
ShlEn w7 Lliras L] =T - - - HRRlRHT AT BT SPRUY.MSY [REARL].
- - - - . A o] %'y - swtidoaay e Py T AH] REFY, SR
- . %070 - [ . - v mon ame By Sragwea
- - - - [5e4] - STERCIYIRRL aTnds LY IwdsoRY WRALYED
- 0T - - %Te WKGRANT ST P (e ol Rt 11
- - - - - - - - - L] USERIRASLT 25T YR 471 "B KRG IR
st gD 90 “5orp Wit EED it GHET 010 WLTO sy Wt wsagnog
23000 By wWhFQ %ire %0 #4860 wiTe W6l h Wit “EED Sy, amvuplajat, LD MG,
- . - . . ED WSTE L33 %IC0 “lED IRARIORAR(] Sieg oY SRE PR ] PRS0,
- iTY 2TE0 NAED " TEED 2TEe L {4 B0 *8ED e AR
[ %D 20 L [ ArD UrER LT &Az'n RAIET RMKSANACT 30T JBET RPIW LI
“ . - . - - 20 SE0 wirg =0 oLy I gy
L8] %60 %060 ROV LR o311 480 LA %000 v EURLILTIN I seR wnnpdmy
%10} 25007 %01 LY LULeT %4060 %ERG SaE0°0 ic'o %D oIy LR ANAY 20000
#E8T L LINEY Soi1'1 Lk "0z’ 81T LIST S 50 6120 LA S omeghipl  ARERL R o agnos, LIV
i T [ S00C P06 L00% S00¢C o6z TT0% [T e
TEAL UL 'R (W W1 PAIRA PARARREY SRR 17 ¥4 Jo iy
TEINTIPELEL 5 FALCEIST & SPPIi0ERT § WIO00RRT B LOOSSETIL | & STFCIOTET [T COTCOFLLT SLOEATLT € SLOLLOTLY ¥ ADEL MRS MQEELL )

W ¥ LLEErY S TRCITL ¥ ISTORCL S VOEGIFL T B0 ¥ FLUMTH T To0 1659 S OORGFTT Y=o
- 9SHTR . - M . ey ¥ PRI,
26K952 - - - - - - Ay suagdapl 1N
ERRE - - - ST MG WERIKIAIEY
0618 - SFFDLT - " - Ly susqdagar Lty
- 00T SHTELT DI - - ORI S0 ¥ fO BAOPEMNYY

: 150 LY Sy
- 12882 . - - - RO S g T SO Wiz tedy 150,y
- - - - HPRGRE - - TREIORANT SIEST e AT 3]
POT'EGE 13H'99¢ POLHEE 186'TE osr'eer - - - . poamdomaal] HEeT LY FFERUYAOI JAERRAL
- - - - - 8476k 2261+ - MATRAYA ] awnsy Ay & 2 BN iR
- 604'80€ - EEEBRY - - SR ] SOLIIT] SIS |
- - - - 254868 - - Emnsammy wordhe ey adroy UL
- ARATAR - - HEHE - TRURIRAIT T BN [y Imer, Bandomet 14
- . - . . . - . - 56575 - ysaadofealy SRINT RN AT I SRR &8
Led'0as 620012 TTEDLE (2414 &LOTIS 99009 oree £OKTEe QOUETE TV angay” sy wavapong
006794 BEL'ES [ 1EgEES LOFLTS 2850LS £90SS 026805 POSGTE 1ZUosY Sy oL Lguazi,
. - - - - 20 6R5 89'065 WEHs svetes WTHS weRANE MR P SRR panT g dgR
. RigOzE £ 2R [T FIs ERAREC 1R CRE'RCH 06l Y RN
FOS"I66 SSTESE 03F'EGL To¥18¢ (IELE BEE'SFL 1S9E95 P B9L'ESE 10E519 watdoEas(T T B T EvE mey
- - - - . - - PEs LFEDTL THESE e ™ ey
LY [13 T MRETIT 96¢'H81 £109501 BLETEY) D666 PIEOT TOEESH T0aTI8 SumazpuiE]y FRIMAITU] FEXRT ISRy
LOS'E6TE CEE'SHE'T 9906 ET BT 565196 FTHOEEL £eFrE 14 rodd ST KT ) RS AR AL IO
QLYY ITHR'T REFRC T TIPS RETTNI'Y TR0 ORI RRG'TEE'L 997 T WL S ool BRI FIE WSS 1Y
T003 H L S00T [ TO0E 00T 108 TL0T TG TR L
(LY GO0SIIeBX, W1 {AYII NN pesRElY SIGEANYT 0 mliy

(PRI
SAIX ARY Wa ] 1se]
wahOrdIe] [RINNG

JANRIUD [, puk ATRUTWI[2.X]

& iwowmopddag esgianng
1RSI IBHOD AR LURED

Printed 12/16/2011 9:00 AM

Page 78 of 113

Audit Committee Meeting 12/20/2011



ey
366
hil6
NI
BYG6
36566
KT
B
%0186
294786

AT ISPy
3¢ SWIRIN|O)
AP

savey swad tond 10 suonzagas ok jwarns spnsarday (9)
“$39] 33 31f1 J0 JRAL GG UF 10 W3S FRIXD AP U PIIOIID J0W SIRAA S0 JO STONOIY0D 2GRV swsady @
‘parnw pue sageued apega joa s2ap - So weyApedosy {9
“eah Busedas mann arp Jo 1576 15080y 30 5V Q)

Aas) gy 70 L GEp 10] IPRNRITYS ferueLy o) oy sajou te pareadas oy o)
SHREY 359UtsRg J0 330 WIS P pugsyy esraddy Apmog seeq] samog

1865L g B0 %036 SINGL fird s icsed st 44
BEEsL 8 [ $24 %OT 56 oL k%8 iseen) 095 957
RO il E5¥'1 %IC'E6 $5U00L L0 e HOET T
A e ot %GrES EPT90E 7E IS Y LTSI L1574
p3TcIt tr 65v°1 %6 orLeH Fe i {9 LEETN 2997
FTETTE 3¢ 0T % IFE6 LIS $0E 5T §F1 Il L0
L06SET 4t 01 %6556 SBLTEL seet Lix ]  T(A4311 80T
DEFEST 8k £36 %6 E6 PE0PEE rest tel- 4] £6EST 60K
756°00% Bil - 490 36 908'6¢1 Tt {e'n §98'€gt 0107
$C6°641 . s - 5 %9 56 sesect & wEet s} § Ut 0§ 1107

G [6)] [ T T o ) SNSRIy 0] Towniay
SWINI)  WRETIHg SWTaNNg Eety | AwyxeL L B | 0 |
BRI JESWIIHIOD )9 SHANRSNL) FLEiT) pusnlpy FapenTn )y ane;
Ly sug L | e ety

(Spuesnot i passsndxs senome)

(pupreem)

SIE3) Xej wa] Jse|

JATIRIUS |, pue ATeUHUIfoI]

SAOHIRY0) PUE SRy Xe ) Auedosg
8 jeswmapddng ogspmg
1PRSKY 23250 AmmEmmo)) AJuino]) sefeq

Printed 12/16/2011 9:00 AM

Page 79 of 113

Audit Committee Meeting 12/20/2011



%306

gy

%LlQ

SHETFY SSOMSTEY LIS RO

W03 JE3fEANDS-SUR-FY SU1sa EIZIORD WOPNS H4303¢ “Tedi D UK AV, Pak wonemdod SIen paleofe) SOREY 'SIION

%I %0 %0 LA 4] Y70 %eT 0 %ITO
(1% AT E 9IcT §69°¢ TeE AN 089 £888 #EES $061
1542 5 900F § Wi § e 3 W $ s $ eI $ 0fosl LT A 69'591
- - - %%550°0 %500 %G SO %0 %EL0 Yk O
- - - 59571 95 591 68577 0L N§Y §9TL
- - - 76T $ 8TuT 3 9T $ LleT $ 853l $ OTTel LS5
e $ 08529 $ 0RYLé £ WISl ¢ 0IOWT S 6EPEL § OLEHT ._ § 080T § 09YGHE TN
- - - - - - 00521 - - -
o1 Si6 008 o9 Chir T 15 - . -
- 0588 Ve 09576 OFTSE s 17y SibsT oTrer FEFET 08E'g
3] § sefug $ 5SRES 3 58k $ S6LSk § oovor § SHIlE $ 095E 3 0T $65%T
- g - $ - § GLEZ9 3 05758 S TG0 § SiLew § orlise 8 s09I0F 089035
- $ - $ - $ e 3 05Tse $ sco'ep 3 stLo9 5 OFTL9E § S09TOF 089'.8¢
00T £oor ¥50T $007 $00T 00T g007 6007 [3 10

{spuesnog) ) pessaidxa sunowe) [ JsuBay popwy Jeay, ag) 103

JAIIRIUD [, pUe ATeujwi[ald

B[ A PASEY AGRAT] Jo sHERmond €sy
w|IBg

eude) Bg

SUNTY J4RQ FUIRUBHNG Bo]

e, pessatsy 2geaz] Jo sbumond v sy
4R

eude) kg

SN I0F PIPUOH [RIFTID

WP SupurISmo [E19],
zded promwe)

_ s
SHOBXEL

P0G AN

¥eg 1990

199 papuoq e1emed
FLAWS JGIP J0F DADMEINSPULY (553
Spuoq topediqo ERUAD
199 papuoyg [riawan

Joupnemm)

SEIS eIstf w2 ) $50°)

1@ Smpanynng jo sonecy

6 iomapddag [eanspeg

Py #3ae) Qrmwwo)) fueo) sejjeg

Printed 12/16/2011 9:00 AM

Page 80 of 113

Audit Committee Meeting 12/20/2011



RS [y D) SeqR Uy SUfEA PRESisey BN hmeg

TGP DRSTISSE J|GENE) R RTINS 0F 1 O saBged ABTINDOD F0 Asaf XEL 30155 169 97 S {7 0F] MOUDUG SO0 UOGRINgE SERAL RN

- - - 2% 0 %L} %000 %0eD YT T 718 ] ARG J0 %, T 5 SOREnbY maIng) K

ERER T R 3 MG S WENS 5 WL § HEM  § GEOSTE 3 AISWE S SEIM 5 Wik 5 SHAMMESY WNRE0) RAS WG 93 59 IS ANNORR Jo SOrT

- - - g s RS 0k, 750 T % DB 33095 IR B TAIT)

€165 ey P e a1 Hihe) e AR 8.57108 AR KR RS0 R R WL

- : - . - - - - - 00 WEERNO RIID 30 AL 2] TARINSTE SR 15597

GNEEF  § EUED ¢ I S &CHS S ®EDL ¢ T pgTE b oowes 4 mSTe 5 i o SN T I BLET ANTER] AlNSS

. JOR PIPUOE [113139)

BUWSTE § RO § EWNIOL § SCHRSEL 3 MGETTIL § EIGTINOSL 5 COSTSEWE § MUOGL) § GSNOTI § Srewed 3 e, TISHSY HPEAEL
0T £007 WEL SE [T 1802 2007 6007 oz 10

{spaesnom B passaides syowomm) 1§ I5nEAY papud aee) ay) 0] .

{ForpEzm)

BRI\ sy W 1SE

vy aAreiy )aQ S

(1 semajidng paspmg

D e e . Ju) e

9A1IBIUS |, pUE AIRUIHaI]

Printed 12/16/2011 9:00 AM

Page 81 of 113

Audit Committee Meeting 12/20/2011



SHEEY STWSRY RIS vamog
50 8T €03t 0FT L 44 E16F ook file $E5°T i £8K3T TOOT
29 T £19'T $89° 3T Y oot oty ) £65 HO'ST £007
¢ 3T 5y 08¢ $08°7C €05 o 13 3561 108 60T T
323 1659 T 086 69T7T Wit ooF e TSt {98 GEFFT S00T
{0¢ 509 §ET 031y 9LET b4 &9 00F 4]0 5991 109 £E0CT SO0
197 PSS 5] ¥4 (133 et 969 oor §is SE5°T 088 $OUtT 062
(53 576 (TN SIS 9ig'5T <8 0oF £95 g91°T LG8 0TSt $00T
1% (i) g 11 4 OF6e 90572 106 - O0F 905 HIET £58 1E581 6007
36% 1948 AN SI0F &9 $56C oy it (7504 906 reLl i
Ty YL € 0T §  SIY ¢ SPIT ¢ S55T & wE 0§ T g LEl'T § 66 0§ L9Tcr g §1174

Q_uuﬂ mns.—. umo._ownh uuﬁmuﬂ..ﬂ.m mnvo.—- Ugﬁw uuuw-_bbu% nﬂa_mumgnv uu—ﬂmmmﬂaau mﬂﬂ& H_ﬂmbmdh. ﬂm h»ﬂ“ﬂd« wﬁ‘ﬂm

aSc1au0 s3Iy sy NG pory oysyooyg 5591} ey (eas1y
20
(ponests 5)03) {poiimio 0008} somuasay poBpag
HREAAMRY ARG P

SPuog] 3RWIAY

{pappiveom)

SIER) TN ] 9 ) 5]

aBesaa0)) onuasay podpoyy

T juanmapddag anspeg

vmsig s3aro) Hanmme Jwnoy sepRg

Printed 12/16/2011 9:00 AM

Page 82 of 113

Audit Committee Meeting 12/20/2011



Preliminary and Tentative

Dallas County Community College District

Statistical Supplement 12

Demographic and Economic Information - Taxing District
Last Ten Fiscal Years

(Unaudited)
District District
Personal Personal
Income (a) Income District
Calendar District (thousands per Unemployment
Year Population of dollars) Capita Rate
2011 2,500,000 + * * 8.7%
2010 2,492,850 + * * 8.4%
2009 - 2451730 111,322,583 45,406 8.2%
2008 2451800 108,124,708 44,829 5.7%
2007 2361354 107,556,419 45,131 4.3%
2006 2,345,815 101,746,870 43,520 5.5%
2005 2,305,454 93,073,435 40,317 5.6%
2004 2,291,071 88,336,598 38563 6.7%
2003 2281411 84,278,228 36,927 7.8%
2002 2273205 82,983,080 36452 7.7%

Source:  Population and Personat Income from U. S. Dept of Commerce, Bureau of Fconomic Analysis

Unemployment rate from Texas Workforce Commission
* Information i unavailable
+ Estimated
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Preliminary and Tentative

Dallas Connty Community College District
Statistical Supplement 17

Transfers to Senior Institutions

2009 Fall Students as of Fall 2010
(Includes only public senior colleges in Texas)

Transfer Transfer Transfer Totalof %% of
Smdent  Stadent Student all DOCCD all DOCCD
Count Count Count  Transfer Transfer

Academic Techmical Tech-Prep Students  Students

1 University of Tetas - Aslington 2517 340 166 3.092 17.96%
2 University of Norih Texas 2504 286 23 2972 17.28%
3 University of Texas - Dallac 1974 234 104 2372 13.78%
4 Texas Woman's University 1103 % 72 1,356 .87
5 University of Texas - Austin 1183 108 5 1,208 134%
6  Texas AGM University - Coflege Station 947 70 3 1920 5%
7 Tesas Tech University 812 78 1z 802 324%
§  Temas A&M Uhi\'usity - Commerce 3 %2 3% 869 5.05%
®  Univessity of North Texas - Dallas 701 124 3 338 4.90%
10 Stephen F. Austin State University 375 7% 4 435 2.54%
11 Texas State University 37 1% 3 393 228%
12 University of Heuston i73 21 4 198 115%
13 Midwesten State University 154 2 16 9 L11%
14 Prairie View ARM University 150 27 2 1% 1.04%
15 Sam Houston State University 124 25 2 15 088%
15 University of Texas - Tyler 105 15 6 126 0.73%
17 University of Texas - San Antonio &G 9 & 89 0.52%
18 Teras Seuthem University 59 3 4 1 0.50%
1¢  Tesas Tech Unfversity Health Science Center 1) it 2 82 0.48%
20 Tareton: State University 63 il 3 78 0.45%
21 Angelo State University 37 ) 3 48 028%
22 Unii*etsity of Fexas Southiwestern Medical Center - Datlas 40 & o 45 0.27%
25 Tesas AGM University - Corpus Christ 35 3 i 4 0.235%
24 Lamar University institute of Technology 28 8 1 37 021%
25 Umiversity of Tesas Medical Braich Galveston 25 3 7 35 030%
26 Texas ASM University System Health Science Conter 2 7 2 51 0.18%
T West Texas ARM Univessity 2 3 9 28 0.14%
28 Temas A&M University - Galveston 2 g 0 22 0.15%
28 University of Houston - Dovwntown i 3 b 22 0.13%
30 University of North Texas Health Science Center - Forth Worth 15 4 0 19 0.118%
31 University of Texas Health Science Center - San Antonio 12 5 1 ig 0.10%
32 Umivessity of Texas - Ft Paso 16 0 o 16 6.00%
35  University of Tesas - Permian Basin i6 o & 16 0.09%
34 Univessity of Tesas Health Science Center - Houston 12 3 L 15 0.09%
3% Undversity of Houston - Victoria 12 0 9 i2 £.07%
36  Teras A&M University - Kingsville 9 i o 10 0.06%
57 University of Tesas - Pan Amesican 7 2 i 10 0.06%
38 Tezas AEM University -Terarkana @ o o b 0.05%
39  University of Texas - Brownsville 3 D b g 0.05%
4 Texas A&M Intesmational University 3 i ] 4 D02%
41 University of Texas MLD. Anderson Cancer Center 3 0 tH 3 0.02%
42 SulRoess State University 2 o 0 2 0.01%
45  Texas ASM University . Central Texas i 0 i i 0.01%
44 University of Houston - Clear Lake 1 0 o 1 0.01%
Totals 14,730 190% 583 17,218 100.00%
Source:

THECB "Stadents Pursuing Addiional Education” report for Academic Year 2009-10
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Dallas County Community College District

Sfatistical Sepplement 18
Capital Asset Information
Fiscal Years 2004 to 2011

Acaderic buikiings
Square fontage
Libraries
Square footage
Number of vohames
Administrative and support buddngs
Square footage
Dining Facilities
Square footage
Athletic Faciities
Square footage
Athletic fields
Gymmasiuns
Fitness cenfers
Tennis ourts
Plant facilites
Square footage
Transportation
Cars
Light tracksvans
Buses

Preliminary and Tentative

Fiscal Year Ended Angust 31,

Note: Most buldings are mulfipurpose rather than being dedicated to a singlé activity. Therefore,

estimates have been made on square
Information will be presented prospectively.

Source: District Business Affxirs

Audit Committee Meeting 12/20/2011
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2011 2010 2002 2008 2007 2008 20058 2004
39 84 & 87 67 & 65
3847370 3426,142 28727194 2,918,754 2918794 2918,794 2,780,423
2 2 2 2 2 2 2
220,765 222,765 272,765 223,765 222,765 222,765 222,765
- - - - 529952 504,977 428,815
5 8 7 7 7 7 7
326215 326,215 24832 242532 242,832 242,832 242,832
60,069 £0.065 60,069 60.059 50,069 0,069 60,069
5 6 6 6 ] 6 8
177,050 177050 177,050 177050 177,050 177,050 177050
a3 4 42 4 42 a2 a2
8 ] 3 ] 8 % ]
19 10 W 10 1 10 10
2 36 36 36 36 36 36
3 3 3 3 3 3 3
%1332 81,332 81,332 31332 81,332 81,332 81332
39 > 2 A 24 2 2
88 84 T 76 80 75 ¥l
10 ) 5 7 6 7 2
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Preliminary and Tentative

SINGLE AUDIT SECTION
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Preliminary and Tentative

DALLAS COUNTY COMMUNITY COLLEGE DISTRICT
OMB CIRCULAR A-133
SUPPLEMENTAL FINANCIAL AND COMPLIANCE REPORT

YEAR ENDED AUDIT AUGUST 31,2011

TABLE OF CONTENTS

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS 88-89

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS 90-91
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE TN ACCORDANCE WITH OMB CIRCULAR A-133
AND THE STATE OF TEXAS SINGLE AUDIT CIRCULAR
SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
Schedule of Expenditures of Federal Awards (Schedule E) 92-94
Schedule of Expenditures of State Awards (Schedule F) 95
Notes to Schedules of Expenditures of Federal and State Awards 96-98

SCHEDULE OF FINDINGS AND QUESTIONED COSTS,
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 99-104
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Preliminary and Tentative

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

To the Boaid of Trustees _
Dallas County Community College District

We have audited the ﬁnanmai statements of Dallas County Community College District (the “District’ 7
issued our report thereon dated DATE OPEN

ND JENT R AL. We conducted our audit in accordance with
audmng standards genm]lv acccpted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Stemdards. issued by the Comptrolier General of the

United States.
Internal Control Over Financial Reporting

In planning and performing our audit. we considered the District’s intemal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on
the financial statements. but not for the purpose of expressing an opinion on the effectiveness of the
District’s internal control over financial reporting. Accordingly. we do not express an opinion on the
effectiveness of the District’s intemal control over financial reporting.

A deficiency in imternal comtrol exists when the design or operation of a contrel does not allow
manzgement or emplovees, in the normal course of performing their assigned functions, to prevent, or
detect and comect misstatements on z timely basis. A miaterial weakness is a defidency, or a
combination of deficiencies. in intemal control such that there is a reasonable possibility that a material
misstatement of the entity’s finandal statements will not be prevented, or detected and corrected oz 2
timely basis.

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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, 2nd grant agreements, norcompliance with which could hive a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit. and accordingly. we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

We noted certain other mattexs that we reported to management of the District in a separate letter dated
DATE OPEN PENDING MA} _AGEMENT REVIEW AND APPROVAL
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Preliminary and Tentative

Texas Public Funds Investment Act

We have performed tests designed to verify the District’s compliance with the requirements of Public
Funds Investment Act (the “Act™). However. providing an opinion on compliance with the Adt was not
an objective of our andit and accordingly, we do not express an opinion. During the fiscal year ended
August 31, 2011, no instances of non-compliance were found. .

This report is intended solely for the information and use of management. the Board of Trustees, the
Audit Committee, othexs within the District, and Federal and State of Texas awarding 2gencies and pass-
through entities and is not intended to be and should not be used by anyone other than these specified
parties. '

Houston, Texas e
DATE OPEN PENDING MANAGEMENT REVIEW AND APPROVAL
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Preliminary and Tentative

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD
HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 AND THE
STATE OF TEXAS SINGLE AUDIT CIRCULAR

' To the Board of Trustees
Dalias County Community College District

Compliance

We have audited Dallas County Community College District’s {the “District™) compliance with the
types of compliance requirements described in the OMB Circular A-133 Compliance Supplement and
the Texas Single Audit Circular that could have a direct and material effect on each of the District’s
major federal and state programs for the year ended August 31, 2011. The District’s major federal and
state programs are identified in the summary of auditors” results section of the accompanying schedule
of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts, and
grants applicable to each of its major federal and state programs is the responsibility of the Distdet’s
management. Our responsibility is to express an opinion on the District’s compliance based on our aundit.
We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Govermment Auditing
Standards. issued by the Comptroller General of the United States; OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Ovganizations; and, the State of Texas Single Audit Circular.
Those standards and OMB Cirenlar A-133 require that we plan and perfonn the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements refared
to above that could have a direct and mateial effect on a major federal or state program occumed. An
audit inclndes examining, on a test basis, evidence about the District’s comphance with those
requirements and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide z legal
determination of the District's compliance with those requirements.

In our opinion, the District complied. in all material respects, with the compliance requirements refemred
to above that could have a direct and material effect on each of its major federal and state programs for
the vear ended August 31, 2011. However, the results of owr auditing procedures disclosed instances of
noncompliance with those requirements, which are required to be reported in 2ccordance with OMB
Circular A-133 and the State of Texas Single Audit Circulay and which are desaibed jn the
accompanying schedule of findings and questioned costs as items 2011-1 through 2011-3.

Internal Control Over Compliance

Management of the District is respousible for establishing and maintaining effective intemnal control
over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
and state programs. In planning and performing our audit, we considered the District’s internal control
over compliance with the requirements that could have a direct and material effect on 2 major federal or
state program to determine the auditing procedures for the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance in accordance with OMB Circular
A-133 and State of Texas Single Audit Circular, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the District’s internal control over compliance.
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Preliminary and Tentative

A deficiency in internal control over complianice exists when the design or operation of a control over
compliance does not allow management or emplovees, in the normal course of performing their assigned
functions. to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal or state program on a timely basis. A material weakness in mternal control over compliance is a
deficiency, or combination of deficiencies. in intemal contrel over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal or
state program will not be prevented, or detected and comected, on a timely basis.

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

The District’s responses to the findings identified in our audit are desaibed in the accompanying
schedule of findings and questioned costs. We did not audit the District’s responses and, accordingly, we
express no opinion on the responses. '

This report is intended solely for the information and use of management, District™s Board of Trustees, }
Audit Committee, and others within the District, fedezal and state awarding agencies, and pass-through
entities and is not intended to be and should not be used by anyone other than these specified parties.

Houston, Texas
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Preliminary and Tentative

DALLAS COUNTY COMMUNITY COLLEGE DISTRICT SCHEDULE E
SCHEDULE OF EXPENDITURES OF FEDERAIL AWARDS
YEAR ENDED AUGUST 31, 2011 _
Cranter Procosm Namn SEDA Sixant # Expenditires
.5 D et Edacav
Direct Programe:
Stadent Finwsmeinl Add Chareer
Rt L ot O Ty Grwat B4.007A (13 ) 266,892
Colleps Wk Stoty Propmm 820834 {12 : 842,760
Yob Locatar Development 84.038A.{13 &3.2RT
Acadernic Competivensas Grant 843735 TEH.H08
PELL B4.063F (13 $4.887,385
Direct E.oans B4.268 (1) 2T EE5,650
TRIG Clanter _
TRIO-Svodent Swrvicer BA.0&2A (23 FOI2A100 - TOS 282857 1. 148,780
TRIO-Talent Search 84,044 (2} POA2AC-50:5160 268828
TRIO-Upreard Boond BA.04TA (D) POLaADT S POSTA-DTEDS 1,73TA28E
Oibhar Direc Progrsme
Strengthening Institotions - Fitle T BA.031A POSLAGECLZGPOILADSD03T 220,666
CCRAA ETEM 84.031& POI1COSO00E 82 1,751,415
Strangthening Institotiens - Tite ¥ $4.0315 POSIE0S0026-10:05 38R 45S
FIPSE 241168 P1ISHOSO0RIRI1EYORO0L0 184,655
Btudent Sovewss Mofd (Title V) 840515 POS1E- DFTIIA DO 25,082
B el § 3 I Ed i B4.1553A PIEZAOSDOI0 85547
CThild Caee Avtes» 85 3554, FIAZEALE0404D453:150 31264
Foltwight-Fiaws GPA 84.000A POLIAIIONNE 1,222
AANAPIST B4.0531 POSILIOMOIG IR TR
STEM Profenions Initixtive 541167 PLISZIOO04D 115,718
Toea} Direce from T, 5. I of Edy 13,501,818
Frar-Through From: )
Taxmn M&Ehnﬂm Coordinating Rourd
Car! Perkien Vosrtions! Edpeation 84.048 11037 1,615 560
Stuclink £4.048 11087 185,365
Taxxs Cucper Dhatprs 84.048 11096 e tas
Taking Tech Prog £4.048 81103 5865
Cotlage Donopctions 81278 1158 2
Tech PRES B4.233 11067 TR BEE
5 Proprems B4.372A NA 3,500
L ing Ei £ ] A P i B4 06594 LY RS
$peciat Leversping E: soeal A Pa ch3; £4.065B A 96,255
Tollage Avcear Challenge Grant 84378 P3ITEAORDD2S 11,085
2,666,737
Axrin Cosmusndry College
T Network for Tenrhing Excellence 83038 1D1201/8110 1,533
THECH ARRA
Srate Fixesl Stabilivetion Food 84.397A S3STADROCSEY 38,265
Texnr Eduncation Agency
IDEA B Forwpls 3011 230274 HO2TA 00608 5,300
TEASmprovieg Basic Propema-RES 84,014 BOI0AL00D43 12845
TEA Tenchec Printcipsi Trog & Reor B4 3674 106545010836 TADDDO4]L 3,593
214638
TEA ARRA
Title X2V 5F5F £4.372A SIS4ACF00MLSITOLIO0Y 54728
TPEA B Forpmis LEA ROWE E4.951A H3I9IAC00B 10554010 33,1086
FLBIE
Taivervits of XNorth Yexar
Coop wUNT ~ Title V B4DEIE PO318100113 208.67F
Toutn] Pars-Through Other Agsnciss EX -2
Totnl 17, 5. Departmans of Edvention 135 BT EOD

{1} Clustered Student Financial Aid Programs
{2} Clustered TRIO Programs
(3) Clustered WIA Programs
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DALLAS COUNTY COMMUNITY COILLEGE DISTRICT SCHEDULE E
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED AUGUST 31, 2011 (CONTINUED)
T.5. Dapartmuent of Agriceltore
Pars-Through From:
‘Fexas Hanleh and Haman Servicss Copmission
Child ané Adult Food Propram 10.558 VCNTINB0SS b 17,250
Sul Rose State Tnirersity
Tex Prap 2007-38422-18081 1.842
Torsl 1.5, Dap t of Agricol 18,192
.8, Dy of O
Direet Px-up_-am:
DMaltokn Baldidge Mat'l Qualivy Anard Ovtzench Activitis 11 609 EONANBSDSDDE 11,574
Toral U, §. D of Cor 11,574
U.5. Dapariment of Vateians Affuirs
Direct Frogram:
Vetersn'y Adtminstration Chapter 15 £4028 25,640
Viteran's Admissitestion Chapter 35 64.028 1,012,585
Total 1.5, Department of Veterane Affuirs 1,048,179
V.5, Deparcuant of Energr
Puss-Through From:
Teaxaz Comptrolier of Public Atrcants
Enargy Sector Training Center 54041 AREA DE-EECDDOI2E G2.627
Hourton Commanity Collepe
Enler Instrocter Training £1.087 DE-EEDDOZDP4DD1 202
Total 1. 5. Deparimant of Energy s,
T.5. Dapartment of Labox
Pazy.-Through From:
Daline County Loca) Workfures Tevelopment Board
WIA Chustar:
Unified Vooth Services (TTA) 17258 (3% 328 Sehepl Ot School b 3280
Yooth Services {057 1258 (3) 528-Omt O5Y10 13758352
1,382,502
American R v nud B Act
Worksite Menagement 17258 (%) ARRA-RLOwY TR0
Training snd Contizming Edocation 17.260(3) ARRA-DOCLDE: 325431
437321
Texnz Worldoree Commizrioon
BOF Affilmted Coinproter Services 17.258:259 ARRA - (S10AHEDIOD 1,761,344
SDF Sommer Merit Program 17.258 DEIIWEWDH0Y 54,835
1,816,177
Citr of Dallaz
IPOD 17.281 EA-20245.10-80.A-48 9363
Austin Community College
Enerpy Efficiency ané Rearuable Exergy FR2ER (3 I4I0NEWODL R348

Total U.S. Departmant of Labor

(1) Clustered Student Financial Aid Programs
(2) Clustered TRIQ Programs
(3) Clustered WIA Programs
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DALLAS COUNTY COMMUNITY COLLEGE DISTRICT SCHEDULE E

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED AUGUST 31, 2011 (CONCLUDED)

Narionnl Sei Foundai
Direct Programs:
Bronening Arvess for Science, Technolopy, Engineeriog & Math 47076 0325536 $ 247332
Pase-Threugh From;:
Collin County Community College
CCCCDNSEF Converpence Teth 47078 DUE.0903235 55234
Univerzity of Texas at Dailar
STEM Gatewsy Collubpaation 47.076 DUE.0BS6545 124,658
The Universiis of Tules
Okixhomm Center for Ink on A wad Fi ies £5 47.076 14-2-1208284-84827 IBPIE
Total Pare-Thru from Nations] Seience foundation 219948
‘Total Najional Science Foundation: 467281
smu k- T A b N =
Direct Proprasn:
Small Brsinese Development Jenter: Se.037 0&1:503001-Z-0046-2 2378 045
Jobs Act Propram 3p.087 1-603001-Z.01432 . 2,147
Total Smiall Businesz Adminirtrati 2,378,096

.5, Department of Health & Homan Sercines

Paze-Through From:
University of Texas st Anstin
Sebatmce Abo & Mental Health 52.243 UTAD2-161(5 UDI TI013425-05) 17.37%
Pitt Commuanity College :
Rapios D OCFITC 53721 ARRA'SOCCDOTE Fi14.508
Texss Woman's Univerrity ]
WITPBS 93.839 K25 GMSB30T-06 11,58
University of Teans HSC Houston (TEA)
Chiltren's Eawroing Ioaitionte. 53.575 PODDODA432ES ) 50,538
“Urbai Lasgae of Greater Daline
" Projets Finish Line 25710 TDHECA ARRA 682,844
Dallas County Local Workfures Derelopment Beard
ARRA - Child Care Trsining Inititative 3,713 ARRA - DECCD-KO0] 452,721
Tots] Department of Healih & Huzmsn Servier: 159,163
1. S, Corporation for Natisnal and C ity Service
Pars-Throagh From:
American Assnesation of C: ity Ciollages
Brossening Horizons 53 94,008 SL-2008-02/05LEADCO02 7473
Toitasl Corporation for National Service AT
TOTAL EXPENDITURES OF FEDERAL AWARDS $ 144895160
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DALLAS COUNTY COMMUNITY COLLEGE DISTRICT SCHEDULE F
SCHEDULE OF EXPENDITURES OF STATE AWARDS
PERIOD ENDING AUGUST 31, 2011 _

Texar Higher Edueation Coordinating Board
Texaz Grant Propram
‘Texaz Edscation Opportonity Grant
Tenas Collepe Work Study
Top 10% Scholarship Program
Worsing Scholarahip
Collepe Connestions
P16 Colleze Readiness
African American hiate
Course Redesipn
Collepe for All Texanz - G Foree
Intensive Svmmer Propram:
Alrternative Teacher Ednoation
Nursing Shortape Reduction Program

Total Texar Hisker Education Coordinating Board

Pasz-Through THECE
Univerzity of Taxar ac San Antonio
TaxPrap

Covarner's Office
Jet Scholirship
TWOBF
TCPAAIET Progrxm

Total Governor's Office

Texas Eduecation Apency
Dropout Recovery Parformance Pay

Texnz Workioree Commission

Skilla Development Fonda
Bloillz for Small Dusiness
Conexiz
Datlas Wholesale Boilders Sopply
Zale Delavare
Apprenticeship Training Propram
COMET
DCMA Sohutions
Ewsilor of America
Amer Concrete Pipe Assn
Owens Corning Trving Reofing & Asphalt
Solar Twrbines
Constroction Consortinm
Jefferson Physicians Group
Healtheare Axsociztes of Irving

Total Texas Workfi C Eenion:

TOTAL EXPENDITURES OF STATE AWARDS
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$2.,140,312.00
830,580
129,613
D.363
26,057
12,051
118,575
4,558
373
217,751
T4.560
68,751
£73 634

4184958

85,327
2508WE0LD 34,702
4BDT.S 142,495

282,724

D510SEDODD 6,721
LELODEFEO0E £7,345
OBOUSDFODS 23196
D6I0FDTODL 275 568
081 TATRDOD 184526
OE105DFOD2 739,984
DEOIZDFODS ATTAE
DEIOEDFDDS 25,688
QE105DFODS AT, 76T
06113DFOO0 50,166
061 1XDFO01 )
D61 1SDFO03 581
CEI0SDFODN 295,718
D51 ISPEFOL2 45204

2,892,492

$ 5531611
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DALLAS COUNTY COMMUNITY COLLEGE DISTRICT

NOTES TO SCHEDULES OF EXPENDITURES OF FEDERAL AND STATE AWARDS
AUGUST 31, 2011

1. GENERAL

The accompanying Schedules of Expenditures of Federal and State Awards (“Schedules™) present the
activity of all federal and state award programs of the Dallas County Community College District (the
“District”). The reporting entity of the District is defined in the notes to the financial statements of the
District. All federal and state awards received directly from federal or state agencies or federal awards
passed through other government agencies are included on the schedules.

2. BASIS OF ACCOUNTING

The expenditures included in the Schedules are reported for the District’s fiscal year ended August 31,
2011. Expenditure reports to funding agencies are prepared on the award period basis. The expenditures
reported represent funds which have been expended by the Disirict for the purposes of the awards, The
expenditures reported above may not have been reimbursed by the funding agencies as of the end of the
fiscal year. Some amounts reported in the Schedules may differ from amounts used in the preparation of
the basic financial statements. Separate accounts are maintained for the different awards to aid in the
observance of limitations and restrictions imposed by the funding agernicies. The District has followed all
applicable guidelines issued by various funding agencies in the preparation of the Schedules.

3. RELATIONSHIP TO FINANCIAL STATEMENTS

Federal and state awards revenues are repoited in the financial statements of the District for the year
ended August 31, 2011, as follows:

Federal State
Total revenues per Schedule A % 20,307,272 3 6,680,684
Federal revenue, non-operating per Exhibit 2 87,927,083 .
Federal direct student loans 27,683,630 -
Fall tuition-related grants deferred to next fiscal year 8,977,195 (149,073)
Total expenditures for federal/state awards § 144,895,180 $ 6,531,611

4. AMOUNTS PASSED THROUGH TO OTHERS
Amounts Passed Through by the District — Federal:
The following amounts were passed through to the listed subrecipients by the District. These amounts

were funded by the Small Business Administration for the North Texas Small Business Development
Center, CFDA 59.037.
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Collin County Community College b3 94,102
Grayson Community College : 45,528
Kilgore College 176,785
McLennan Community College 131,832
Navarro College 60,254
North Central Texas College 88,142
Northeast Community College 61,792
TAMU 2,194
Paris Junior College 149,369
Tarrant County Junior College 125,763
Trinity Valley Community College 78,126
Tyler Junior College 73928
UTA Enterprise Excellence _ 121,267

$ 1,209,082

The following amounts were passed through to the listed subrecipients by the District. These amounts
were from the Texas Higher Education Coordinating Board for the Neorth Central Texas Tech Prep

Education program, CFDA 84.243.

Navarro College h 150,132
Tarrant County Community College _ 183,516
$ 333,648

The foltowing amount was passed through to the listed subrecipient by the District. This amount was
funded by the U.S. Depariment of Education, STEM Program, CFDA 84.031C.

Texas Tech University $ 675918

The following amount was passed through to the listed subrecipient by the District. This amount was
funded by the U.S. Department Health and Human Services, through Pitt Community College CFDA
93.721.

Temple College $ 6,290

Austin Community College | 52,567
$ 58,857
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Amounts Passed Through by the District - State:

The following amounts were passed through to the listed subrecipients by the District. These amounts
were funded by State Appropriation for the North Texas Small Business Development Center.

Collin County Community College $ 93,406
Grayson Community College 95,737
Kilgore College 92,592
McLennan Communtty College 148,622
Navarro College 77,386
North Central Texas College 84,011
Northeast Commumity College 27434
TAMU 21414
Paris Junior College 15,635
Tarrant County Junior College 37,571
Trinity Valley Community College 132,996
Tyler Junior College 157,256
UTA Enterprise Excellence _ -

$ 984,066

5. STUDENT LOANS PROCESSED AND ADMINISTRATIVE COST RECOVERED

Although Direct Loans “are made to students (not the institution of higher education)” as confirmed in
the June 2010 4-133 Compliance Supplement, page 5-3-48, they also recommend the amounts for such
loans be included on the face of the Schedule of Expenditures of Federal Awards (SEFA). Subiracting
the effect of including these loans on the SEFA, actual expenditures of federal awards for the fiscal year

are $117,211,550.

Administrative Total Loans Processed

Federa! Grantor New Loans Cost and Administrative
CFDA Number/Program Name YOO Recovered Cost Recovered
Department of Education -

84.268 Direct Loans $27.683,630 - $27,683,630

6. RELATIONSHIP TO FEDERAL AND STATE FINANCIAL REPORTS

Amounts reported in the accdmpanying schedules may not agree with the amounts reported in the related
federal and state financial reports filed with grantor agencies because of differences between the fiscal
year of the District and various program years, as well as aceruals that would be reflected in the next

report filed with the agencies.
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DALLAS COUNTY COMMUNITY COLLEGE DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED AUGUST 31, 2011
PART 1 - SUMMARY OF AUDITORS’ RESULTS

SUMMARY OF AUDITORS’ RESULTS
Financial Statement Section

1. Type of auditors’ report issued:

2. Internal control over financial reporting:
a) Material weakness identified?
b) Significant deficiencies identified, which are not
considered to be material weaknesses?

3. Noncompliance material to financial statements noted?
Federal Awards Section
1. Internal control over major programs:

a) Material weakness identified?

b) Significant deficiencies identified, which are not
“considered to be material weaknesses?

2. Type of auditors’ report issued on compliance for major programs:

3. Any audit findings disclosed, which are required to be reported
in accordance with section 510(a) of Circular A-133?

4. Identification of major programs:

Federal CFDA Number Name of Federal Program
84.007, 84.033, 84.375, Student Financial Aid Cluster
84.063, 84.268
84.031 Higher Education Institutional Aid

84.048 Career and Technical Education.
64.028 Veterzm_s Educational Assistance
17.258, 17.259, 17.260 WIA Cluster

59.037 Small Business Development Centers

Ungualified

No
None reported

No

No
Nomne reported

Unqualified

Yes

93.721 Health Information Technology Professionals in Health Care

84.397 State Fiscal Stabilization Fund
93.710 Community Services Block Grant

Audit Committee Meeting 12/20/2011 Page 103 of 113

Printed 12/16/2011 9:00 AM



Preliminary and Tentative

DALLAS COUNTY COMMUNITY COLLEGE DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED AUGUST 31, 2011

93.713 Child Care and Development Block Grant
State Program Number Name of State Program
NA Texas Grant Program
NA Texas Education Opportunity Grant
5. Dollar threshold used to distinguish between
type A and type B programs:

Federal programs $ 452,311
State programs _ , $ 300,000

6. Auditee qualified as low-risk auditee under
OMB Circular A-133, Section 5307 No

PART 11 - FINANCIAL STATEMENT AUDIT

This section identifies the significant deficiencies, material weaknesses, and instances of fraud,
illegal acts, violations of provisions of contracts and grant agreements, and abuse related to the
financial statements for which Government Auditing Standards require reporting in a Circular
A-133 audit. .

No findings were noted.

PART III - FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD

PROGRAMS
Questioned

Costs
U.S. DEPARTMENT OF EDUCATION
Career and Technical Education: CFDA #84.048
Grant Awards: 11017, 11096, 11697

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Child Care and Development Block Grant: CFDA #93.713
Grant Award: ARRA-DCCCD-XCQ#1

Finding No. 2011-1:
Criteria: In accordance with the provisions of OMB Circular A-133 None
Compliance Supplement, when a non-federal entity enters into a covered

transaction with an entity at a lower tier, the non-federal entity must verify that
the entity is not suspended or debarred or otherwise excluded. This verification
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DALLAS COUNTY COMMUNITY COLLEGE DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED AUGUST 31, 2011

may be accomplished by checking the Excluded Parties List System (EPLS)
maintained by the General Services Administration (GSA), collecting a
certification from the entity.

Condition: The District does not perform a verification of vendors for covered
transactions in accordance with the requirements of OMB A4-133 Compliance
Supplement.

Effect: The District did not comply with the provisions of the OMB A-133
Compliance Supplement requiring that non-federal entities perform verification
of vendors to ensure they are not suspended or debarred or otherwise excluded
from federal transactions. '

Cause: The District did not have procedures to perform a verification of
vendors to determine whether they were suspended or debarred in accordance
with the provisions of the OMB A-133 Compliance Supplement.

Recommendation: We recommend that the District establish procedures to
ensure that verification of vendors is performed in accordance with the
provisions of the OMB A4-133 Compliance Supplement regarding procurement,
suspension and debarment.

Views of Responsible Ofﬁcials: The District will establish procedures and
conduct training in verification of vendors in accordance with the provisions of
the OMB A-133 Compliance Supplement by March 31,2012.

U.S. DEPARTMENT OF HEALTH & HUMAN SERVICES
Community Services Block Grant: CFDA #93.710
Grant Award TDHCA ARRA .

Finding No. 2011-2

Criteria: In accordance with provisions of the grant agreement,' the _DistriCt was None
required to admit participants into the program based on certain defined criteria,
including income eligibility requirements.

. Condition: 5 samples out of the 25 selected students who received ARRA
funded scholarships for the Fall 2010 Semester under the Community Services
Block Grant Act did not meet the income eligibility requirements in accordance
with the provisions of the contract agreement.

Audit Committee Meeting 12/20/2011 Page 105 of 113 Printed 12/16/2011 9:00 AM



Preliminary and Tentative

DALLAS COUNTY COMMUNITY COLLEGE DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED AUGUST 31, 2011

Effect: The District did not comply with the income eligibility requirements for
determining eligible students under the contract agreement.

Cause: The District did not adequately monitor its compliance with this
patticular grant agreement provision.

Recommendation: We recommend that the District establish procedures to
identify and ensure compliance with all compliance requirements described in
grant agreements,

Views of Responsible Officials: The District will conduct a review of current
grant compliance procedures and will enhance procedures specifically targeting
determination of eligibility requirements for students under contract agreements

by May 31, 2012,

U.S. DEPARTMENT OF HEALTH & HUMAN SERVICES
Health Information Technology Professional: CFDA #93.721
Grant Award ARRA/90CC0078

Finding No. 2011-3

Criteria: In accordance with provisions of the grant agreement, the District was None
required to submit report of its subrecipients’ monitoring activities to the
grantor agency.

Condition: The District did not perform monitoring activities on subrecipients
to which it provided ARRA funds amounting to $58,857 during the year.

Effect: The District did not comply with this specific provision in the grant
agreement.

Cause: The District did not adequately monitor its compliance with this
particular grant agreement provision.

Recommendation: We recommend that the District establish procedures to
identify and ensure compliance with all compliance requirements described in
grant agreements.

Views of Responsible Officials: The District will conduct a review of current
grant compliance procedures and will enhance procedures specifically targeting
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subrecipient monitoring and grant requirements by May 31, 2012.
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DALLAS COUNTY COMMUNITY COLLEGE

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED AUGUST 31, 2011

U.S. DEPARTMENT OF DEPARTMENT OF EDUCATION
Student Financial Aid Cluster: Federal Family Education Loans: CFDA #84.032

2010-1: Grant Award N/A

Criteria: Per 34 CFR 668.167(b), funds for Federal Family Education Loans (“FFEL”) must
be disbursed to students within three business days of being received by the District (if funds
are received by electronic funds transfer (“EFT"")), or the funds must be returned to the lender
within ten days.

Condition: Out of ten SFA cluster students tested for loan disbursement requirements, we
noted one case where the District did not deliver the Joan proceeds to the student’s account
within three business days in accordance with the provisions of 34 CFR section 668.167(b).
The loan proceeds were delivered to the student’s account on the sixth day.

Effect: The student did not receive the FFEL funds within the allowed time period of three
business days.

Cause: The Financial Aid Office did not adequately monitor its compliance with the
provisions of the 34 CFR by consistently following the District’s policy which requires the
review of a system-generated exception report related to FFEL disbursements to students
within two days in order to identify and address loan disbursement delays included in the

report.

Recommendation: We recommend the Financial Aid Office consistently follow the District’s
policy which requires the review of a system-generated exception report related to FFEL
disbursements to students within two days in order to identify and address loan disbursement
delays included in the report.

Current Status:
Effective procedures were implemented by the District in fiscal year 2011, to prevent the re-

occurrence of this finding.

Questioned
Costs

None

Audit Committee Meeting 12/20/2011 Page 108 of 113 Printed 12/16/2011 9:00 AM



T

DALLAS COUNTY COMMUNITY COLLEGE
DISTRICT

MANAGEMENT LETTER
AUGUST 31, 2011

Audit Committee Meeting 12/20/2011 Page 109 of 113 Printed 12/16/2011 9:00 AM



To the Management of
Dallas County Community College District

In planning and performing our audit of the financial statements of Dallas County
Community College District (the “District™) for the year ended August 31, 2011, in
accordance with auditing standards generally accepted in the United States of America, we
considered the District’s internal control over financial reporting (internal control) as a basis
for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of
the District’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the District’s internal control.

However, during our audit, we became aware of a matter that is an opportunity for
strengthening internal controls and operating efficiency. We will be pleased to discuss this
matter in further detail at your convenience, to perform any additional study, or to assist you
in implementing the recommendation. Our observation and recommendation are as follows:

1. Reconcile ‘Funds Held for Others’ accounts

During the course of our audit, we noted an unreconciled net liability balance of
approximately $598,000 as of August 31, 2011, between the two general ledger accounts
used to record loan funds received on behalf of the students and the disbursements of the loan
funds to the students. Further inquiries of management indicated that the propriety of this net
balance could not be readily substantiated. We noted that one of the reasons a net balance
arose between the two accounts described above is because the two accounts maintain
cumulative balances going back several vears. The cumuiative balances on those accounts as
of August 31, 2011, were (§94,822,702) and $94,224,915, respectively.

We recommend that the reconciliation of the two accounts be updated to the current fiscal
vear, 1o determine the true net balance, if any, between the two accounts. In addition, we

recommend that the accounts be reconciled and closed off at each fiscal year end.

Management Response

Management will revisit these accounts based on your recommendations. As stated in the
letter, the accounts referenced represent federal loan fund activities for several vears. While
the cumulative amount of the 5-digit liability account numbers total in excess of 394 million
each, our 135-digii ledger numbering system further breaks down the recording of these
balances into the corresponding financial aid year in which the loan transactions occurred as
required by Federal regulations.
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We want to thank the management of the District for their support and assistance during our
audit. This report is intended solely for the information and use of management, Board of
Trustees and others within the District and is not intended to be and should not be used by
anyone other than these specified parties.

Houston, Texas
DATE OPEN PENDING MANAGEMENT REVIEW AND APPROVAL

Audit Committee Meeting 12/20/2011 Page 111 of 113 Printed 12/16/2011 9:00 AM



TO: Audit Committee of the Board of Trustees
FROM: Rafael J. Godinez, CPA
DATE: December 6, 2011

RE: Quarterly Summary of Activities
For the 1% Quarter Ended November 30, 2011

The following is a summary of activities by the DCCCD Internal Audit
Department during the first quarter of Fiscal Year 2011-2012.

AUDITS COMPLETED - Reports Issued

- Student and Exchange Visitor Information System (SEVIS) — Eastfield
The purpose of the audit was to ensure compliance with Federal regulations
pertaining to the tracking and reporting of international students enrolled at
Eastfield College and the maintenance of all required documentation. This audit
was a special request from EFC prior to the transitioning of the SEVIS
responsibilities from the Admissions, Advisement, and Testing division into the
English Language Learning Advisement (ELLA) center. There are twenty-two
international students currently enrolled at EFC. The audit found two student
files were missing the Form 1-94 (indicating arrivals and departures of student),
one student file was missing a photocopy of the student’s passport, and one
student was not assigned to EFC in the Colleague System. All deficiencies in
the records were corrected prior to the completion of the audit.

- Student Waivers

The purpose of the audit was ensure that adequate supporting documentation
was on file to justify tuition waivers awarded to students throughout the District.
Based on the type of waiver awarded, tuition rates may be reduced to a lower
rate or waived entirely. (Employee tuition waivers were not included in this
audit as these waivers are included in another audit pertaining to employees
receiving student financial assistance.) There are 66 different waiver codes in
the Colleague System. During the fall 2011 semester, approximately 1,720
waivers were processed district-wide totaling approximately $502,940. No
exceptions were noted during testing. However, the audit did find that for
veterans’ Hazlewood Exemption waivers, default on loans was being verified
through the National Student Loan Data System (NSLDS). This will only verify
default on federal loans. Since the Hazlewood Exemptions are a Texas benefit,
the state requires verification that the students are not in default of state
education loan. Subsequent to this audit, certification of Hazlewood waivers
will include state loan default verification through a THECB provided web site.
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- PaperWise Application Security

PaperWise is a database management system that organizes scanned files for
storage of electronic documents. The purpose of the audit was to determine that
access to the Colleague AIDE screen and PaperWise Financial Aid electronic
document cabinet had been appropriately assigned to employees. No significant
findings were noted. Access to the financial aid electronic document cabinet is
consistent with assigned responsibilities.

AUDITS IN PROGRESS

- Employees Receiving Student Financial Assistance

District employees may enroll in credit and non-credit courses at any of the
seven campuses with the tuition being waived for up to 2 credit courses per
semester. Employees may also apply for federal and/or state financial assistance
in the form of PELL and TPEG grants as well as student loans depending on
their needs.

- Consortium for Logistics, Aerospace & Manufacturing (CLAM) Grant
This is a Texas Workforce Commission grant in partnership with the Bill J.
Priest campus of El Centro College to provide training on the implementation of
practices that will result in significant improvements in efficiency, skills levels,
and production.

- Various Information Technology Audits
These include Disbursement Application Security, Global Financial Aid
Services IT General Controls, and General IT Controls review at all campuses.

- Other

We provided assistance to McConnell & Jones, LLP in the final phase of the
annual financial statements and OMB A-133 audit, and in the review of the
District’s IT General Controls.

cc Wright Lassiter
Ed DesPlas
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