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Note	2	–	Summary	of	Significant	Accounting	Policies	(continued)	
	
Basis	of	accounting	 –	The	 financial	 statements	of	 the	College	have	been	prepared	on	 the	accrual	basis	
whereby	 all	 revenues	 are	 recorded	 when	 earned	 and	 all	 expenses	 are	 recorded	 when	 they	 have	 been	
reduced	to	a	legal	or	contractual	obligation	to	pay.	
	
Encumbrance	 accounting,	 under	 which	 purchase	 orders,	 contracts,	 and	 other	 commitments	 for	 the	
expenditures	of	 funds	are	recorded	in	order	to	reserve	that	portion	of	the	applicable	appropriation,	 is	
employed	 as	 an	 extension	 of	 formal	 budgetary	 integration.	 Under	 Texas	 law,	 appropriations	 lapse	 at	
August	 31,	 and	 encumbrances	 outstanding	 at	 that	 time	 are	 to	 be	 either	 canceled	 or	 appropriately	
provided	for	in	the	subsequent	year's	budget.	
	
Budgetary	 data	 –	 Each	 community	 college	 district	 in	 Texas	 is	 required	 by	 law	 to	 prepare	 an	 annual	
operating	budget	of	anticipated	revenues	and	expenditures	for	the	fiscal	year	beginning	September	1.	The	
College's	Board	of	Trustees	adopts	the	budget,	which	is	prepared	on	the	accrual	basis	of	accounting.	A	copy	
of	 the	 approved	 budget	must	 be	 filed	with	 the	 Texas	Higher	 Education	 Coordinating	 Board,	 Legislative	
Budget	Board,	Legislative	Reference	Library,	and	Governor's	Office	of	Budget	and	Planning	by	December	1.	
	
Cash	 and	 cash	 equivalents	 ‐	 The	 College'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.	
	
The	College	pools	most	of	its	cash	into	one	bank	account.	Pooled	investments	consist	of	cash	in	interest	
bearing	 accounts	 and	 repurchase	 agreements.	 The	College	 considers	 cash	 equivalents	 to	 be	 all	 highly	
liquid	 deposits	with	 original	maturities	 of	 three	months	 or	 less.	 The	 governing	 board	 has	 designated	
public	 funds	 investment	 pools,	 comprised	 of	 $3,052,824	 and	 $81,597,747,	 to	 be	 cash	 equivalents	 at	
August	31,	2012	and	2011,	respectively.	 	Additionally,	included	in	cash	and	cash	equivalents	at	August	
31,	2012	are	$73,573,574	in	repurchase	agreements.			
	
Investments	 ‐	 In	 accordance	 with	 GASB	 Statement	 No.	 31,	 Accounting	 and	 Financial	 Reporting	 for	
Certain	Investments	and	External	Investment	Pools,	investments	are	reported	at	fair	value.	Fair	values	are	
based	on	published	market	rates.	Short‐term	investments	have	an	original	maturity	greater	than	three	
months	but	less	than	one	year	at	time	of	purchase.	Long‐term	investments	have	an	original	maturity	of	
greater	than	one	year	at	the	time	of	purchase.	The	College	had	no	short‐term	investments	at	August	31,	
2012	and	2011,	respectively.	
	
Authorized	 investments	 ‐	 The	 Board	 of	 Trustees	 of	 the	 College	 has	 adopted	 a	 written	 investment	
policy	 regarding	 the	 investment	 of	 its	 funds	 as	 defined	 in	 the	 Public	 Funds	 Investment	 Act	 (Section	
2256.001),	Texas	Government	Code.	Such	investments	include	1)	obligations	of	the	United	States	or	its	
agencies,	2)	direct	obligations	of	the	State	of	Texas	or	its	agencies,	3)	obligations	of	political	subdivisions	
rated	 not	 less	 than	 A	 by	 a	 national	 investment	 rating	 firm,	 4)	 certificates	 of	 deposit,	 and	 5)	 other	
instruments	and	obligations	authorized	by	statute.	The	College's	investments	are	carried	at	fair	value.	
	
For	 the	 years	 ended	 August	 31,	 2012	 and	 2011,	management	 of	 the	 College	 believes	 that	 they	 have	
substantially	 complied	 with	 the	 provisions	 of	 the	 Public	 Funds	 Investment	 Act	 and	 the	 College's	
investment	policy.	
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Note	11	–	Employees’	Retirement	Plans	
	
The	 State	 of	 Texas	 has	 joint	 contributory	 retirement	 plans	 for	 almost	 all	 its	 employees.	 One	 of	 the	
primary	plans	 in	which	 the	College	participates	 is	administered	by	 the	Teacher	Retirement	System	of	
Texas	(TRS).	
	

Teacher	Retirement	System	of	Texas		
	
Plan	description	 ‐	 The	 College	 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	of	Texas.	The	Teacher	Retirement	System	does	not	separately	account	for	
each	 of	 its	 component	 government	 agencies	 because	 it	 bears	 sole	 responsibility	 for	 retirement	
commitments	 beyond	 contributions	 fixed	 by	 the	 Legislature.	 It	 operates	 primarily	 under	 the	
provisions	 of	 the	 Texas	 Constitution,	 Article	 XVI,	 Sec.	 67,	 and	 Texas	 Government	 Code,	 Title	 8,	
Subtitle	C.	TRS	also	administers	proportional	retirement	benefits	and	service	credit	transfer	under	
Texas	Government	Code,	Title	8,	Chapter	803	and	805,	respectively.	The	Texas	state	legislature	has	
the	authority	to	establish	and	amend	benefits	provisions	of	the	pension	plan.	TRS	issues	a	publicly	
available	 financial	 report	 that	 includes	 financial	 statements	 and	 required	 supplementary	
information	for	the	defined	benefit	pension	plan.	That	report	may	be	obtained	by	writing	to	the	TRS	
Communications	 Department,	 1000	 Red	 River	 Street,	 Austin,	 Texas	 78701,	 by	 calling	 the	 TRS	
Communications	 Department	 at	 1‐800‐223‐8778,	 or	 by	 downloading	 the	 report	 from	 the	 TRS	
Internet	website,	www.trs.state.tx.us,	under	the	TRS	Publications	heading.	
	
Funding	policy	‐	State	law	provides	for	fiscal	years	2012	and	2011	state	contribution	rate	of	6.00%	
and	 6.644%,	 respectively,	 and	 a	 member	 contribution	 rate	 of	 6.400%.	 	 In	 certain	 instances	 the	
reporting	district	(I.S.D.,	college,	university,	or	state	agency)	is	required	to	make	all	or	a	portion	of	
the	state's	2012	and	2011	contribution.	The	College	makes	the	100%	required	contribution	which	
represents	 the	 employer's	 contribution.	 The	 State	 is	 the	 administrator	 and	 thereby	 funds	 the	
employer	 matching	 requirement.	 The	 College's	 contribution	 for	 these	 employees	 was	 $115,280,	
$133,382	 and	 $136,893	 for	 fiscal	 years	 2012,	 2011	 and	 2010,	 respectively.	 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	contribution	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	10.0%	of	the	aggregate	annual	
compensation	 of	 all	 members	 of	 the	 system	 during	 that	 fiscal	 year;	 (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.	
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