








TEXAS SOUTHMOST COLLEGE DISTRICT

.THE UNIVERSITY OF TEXAS AT BROWNSVILLE and TEXAS SOUTHMOST COLLEGE
80 Fort Brown •Brownsville, Texas 78520 • (956) 882-7728 • Fax: (956) 882-3827

February 14, 2011

To the Members of the Board of Trustees, Administration, Taxpayers of the Texas S.outhmost College District
and to the citizens of the Texas Southmost College District service area:

The comprehensive annual fmancial report of the Texas Southmost College District for the fiscal year ended
August 31, 20 lOis hereby submitted. The purpose of this report is to provide detailed information concerning the
financial condition and performance of the District. Responsibility for the preparation and integrity of the
financial information and fairness of the presentation, including disclosures, rests with the management of the
District. To the best of our knowledge, the enclosed data are accurate in all material respects and are reported in a
manner designed to present fairly the fmancial position arid results of operations of the District. All disclosures
necessary to enable the reader to gain an understanding of the District's financial activities have been included.

The fmancial statements are prepared in accordance with Generally Accepted Accounting Principles (GAAP) as
established by the Financial Accounting Standards Board (FASB) and the Governmental Accounting Standards
Board (GASB) and comply with Annual Financial Requirements for Texas Public Community and Junior
Colleges as set forth by the Texas Higher Education Coordinating Board (THECB). The Notes to the Financial
Statements are provided in the financial section and are considered essential to fair presentation and adequate
disclosure for this fmancial report. The Notes include the Summary of Significant Accountiri.g Policies for the
District and other necessary disclosures of important matters relating to the financial position of the District. The
notes are an integral part of the fmancial statements and should be read in conjunction with them. Further, this
letter of transmittal and the fmancial statements should be read in conjunction with the Management's Discussion
and Analysis (pages 13 - 25) which focuses on the current activities, decisions, and currently known facts to
provide an overview of the fmancial statements and reasons for significant changes from the prior year.

The District's financial statements, as of and for the year ended August 31, 2010, have been audited by Pattillo,
Brown & Hill, LLP, a firm of licensed certified public accountants. The District's fmancial statements,as of and
for the year ended August 31,2009, have been audited by Long Chilton, LLP, a firm of licensed certified public
accountants. The goal of the independent audit is to provide reasonable assurance that the fmancial statements of
the District, for the years then ended, are free from material misstatement. The independent audit involved
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements; assessing
the accounting principles used and significant estimates made by management; and, evaluating the overall
financial statement presentation. The independent auditors concluded based up on the audit; that there was a
reasonable basis for rendering an unqualified opinion that the District's fmandal statements for the year ended
August 31,2010 are fairly presented in conformity with GAAP. The independent auditor's report is presented as
the fJIst component of the fmandal section of this report.

The District is required to undergo an annual federal single audit in conformity with the provisions of the Single
Audit Act Amendments of 1996, and U.S. Office of Management and Budget Circular A-133, Audits ofStates,
Local Governments and Non-Profit Organizations, and an annual state single audit in conformity with the Texas
Governor's Office of Budget and Planning Uniform Grant Management Standards Single Audit Circular.
Information related to' these single audits, including the schedule of federal expenditures of awards, schedule of
state expenditures of awards, and auditor's reports' on compliance and on internal controls is included in the
federal and state single audit sections of this report.
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EXHIBIT 2

2010 2009
OPERATING REVENUES

Tuition and fees (net of discounts of $4,873,087 & 31,738,816$     26,843,900$     
  $4,810,809, respectively)
Federal grants and contracts 875,766            1,970,939         
State grants and contracts 4,648,058        4,430,696         
Local grants and contracts 442,644            439,772            
Auxiliary enterprises 492,167            445,716            
General operating revenues 307,138            419,588            
     Total Operating Revenues (Schedule A) 38,504,589      34,550,611       

OPERATING EXPENSES
Institutional support 2,567,414        2,325,216         
Operation and maintenance of plant 2,873,577        1,349,966         
Auxiliary enterprises 830,403            928,790            
Depreciation 3,411,362        2,065,902         
Contracted services with UTB 51,661,026      46,763,146       
     Total Operating Expenses (Schedule B) 61,343,782      53,433,020       

     Operating (Loss) (22,839,193)    (18,882,409)     

Non-Operating Revenues (Expenses)
State appropriations 13,770,382      13,983,572       
Maintenance ad valorem taxes 11,303,940      11,325,004       
Debt service ad valorem taxes 5,483,261        5,155,314         
Investment income 192,016            918,907            
Interest on capital related debt (4,582,811)      (4,432,353)       
Other non-operating expenses (138,726)          (143,789)          
     Total Non-Operating Revenues (Schedule C) 26,028,062      26,806,655       

Capital Contributions 482,710            1,646,207         

     Increase in Net Assets 3,671,579        9,570,453         

NET ASSETS
Net Assets - Beginning of Year 82,138,928      72,568,475       
Net Assets - End of Year 85,810,507$     82,138,928$     

The accompanying notes are an integral part of these financial statements.
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TEXAS SOUTHMOST COLLEGE DISTRICT
Statement of Revenues, Expenses and Changes in Net Assets

For The Year Ended August 31, 2010
(with memorandum totals for the year ended August 31, 2009)















TEXAS SOUTHMOST COLLEGE DISTRICT 
Notes to the Financial Statements 

August 31, 2010 and 2009 
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4. Deposits and Investments 
 

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

   
   
 
 As of August 31, 2010 the District had the following investments: 
 

    

Investment Type Fair Value

U.S. Government Securities -$               
U.S. Treasuries -                 
Commercial Papers -                 
Investment Pool -                 
Certificate of Deposit -                 
Common Stock 53,501           
Municipal Bonds -                 
Total Fair Value 53,501$          

   
   
   
   

 
 

2010 2009
Bank Deposits

Demand Deposits - Unrestricted 7,073,356$    10,528,949$      
Demand Deposits - Restricted 15,224,243    24,898,660        

Cash and Cash Equivalents
Petty Cash on Hand 2,610             2,610                 

Total Cash and Deposits 22,300,209$  35,430,219$      

Market Value  Market Value
Type of Security 8/31/2010 8/31/2009

Total Cash and Deposits 22,300,209$  35,430,219$      
Total Investments 53,501           53,810               
Total Deposits and Investments 22,353,710$  35,484,029$      

Cash and Temporary Investments 7,099,893$    10,531,559$      
Cash and Temporary Investments - Restricted 15,200,316    24,898,660        
Investments 53,501           53,810               
Total Deposits and Investments 22,353,710$  35,484,029$      

Cash and Deposits

Reconciliation of Deposits and Investments

August 31,
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Notes to the Financial Statements 
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4. Deposits and Investments (Continued) 
 

Credit Risk – In accordance with state law and the District’s investment policy, investments in mutual 
funds and investment pools must be rated at least AAA, commercial paper must be rated at least A-1 or 
P-1, and investments in obligations from other states, municipalities, counties, etc. must be rated at least 
A.  The District does not place a limit on the amount it may invest in any one issuer. 

 
Custodial Risk – For an investment, custodial credit risk is the risk that, in the event of the failure of the 
counterparty, the District will not be able to recover the value of its investments or collateral securities 
that are in the possession of an outside party.  In accordance with state law and District policy, the 
District requires monthly reports with market values of pledged securities from all financial institutions 
with which the District has collateralized deposits. 

 
At August 31, 2010 the District’s investments consisted of savings accounts which are reported as 
cash and cash equivalents on the Statement of Net Assets and common stocks that were donated to the 
District.  The stocks are held in an endowment fund and have donor restrictions. 
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SCHEDULE C

Auxiliary 2010 2009
Unrestricted Restricted Enterprises Total Total

Non-Operating Revenues
State Appropriations:

Education and general state support  13,770,382$  -$             -$             13,770,382$   13,982,821$  
State group insurance  -                -              -              -                 -               
State retirement matching -                -              -              -                 -               
Professional nursing shortage reduction -                -              -              -                 751               

Total State allocations 13,770,382    -              -              13,770,382     13,983,572   
Ad valorem taxes:

Maintenance ad valorem taxes 11,303,940    -              -              11,303,940     11,325,004   
Debt service ad valorem taxes 5,483,261      -              -              5,483,261       5,155,314     

Gifts -                -              -              -                 -               
Investment income 25,249           167,015      192,264          931,582        
Gain (Loss) on sale of investments (248)              (248)               (12,675)        
Title IV federal grants -                -              -              -                 -               

Total Non-Operating Revenues 30,582,584    167,015      -              30,749,599     31,382,797   

Non-Operating Expenses
Interest on capital related debt 4,582,811      -              -              4,582,811       4,432,353     
Loss on disposal of capital assets -                -              -              -                 -               
Other non-operating expenses 138,729         -              -              138,726          143,789        

Total Non-Operating Expenses 4,721,540      -              -              4,721,537       4,576,142     

Net Non-Operating Revenues 25,861,044$  167,015$      -$             26,028,062$   26,806,655$  
(Exhibit 2) (Exhibit 2)
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TEXAS SOUTHMOST COLLEGE DISTRICT
Schedule of Non-Operating Revenues and Expenses

For the Year Ended August 31, 2010
(with memorandum totals for the year ended August 31, 2009)
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