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INDEPENDENT ACCOUNTANTS’ REVIEW REPORT

To the Board of Regents of
Texas State University System:

We have reviewed the accompanying Statement of Net Position; Statement of Revenues, Expenses,
and Changes in Net Position; and Statement of Cash Flows of Lamar State College Port Arthur
(LSCPA), an Agency of the State of Texas, as of and for the year ended August 31, 2021, and the
related notes to the financial statements, which collectively comprise LSCPA’s basic financial
statements.

A review includes primarily applying analytical procedures to management’s financial data and
making inquiries of management. A review is substantially less in scope than an audit, the objective of
which is the expression of an opinion regarding the financial statements as a whole. Accordingly,
we do not express such an opinion.

Management’s Responsibility for the Financial Statements

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

Accountants’ Responsibility

Our responsibility is to conduct the review engagement in accordance with Statements on Standards
for Accounting and Review Services promulgated by the Accounting and Review Services Committee
of the American Institute of Certified Public Accountants. Those standards require us to perform
procedures to obtain limited assurance as a basis for reporting whether we are aware of any material
modifications that should be made to the financial statements for them to be in accordance with
accounting principles generally accepted in the United States of America. We believe that the results of
our procedures provide a reasonable basis for our conclusion.

Accountants’ Conclusion

Based on our review, we are not aware of any material modifications that should be made to
the accompanying financial statements in order for them to be in accordance with accounting
principles generally accepted in the United States of America.



Emphasis of Matter

While the results of our review are not modified with respect to this matter, the financial statements of
LSCPA are intended to present the financial position and the changes in financial position and cash flows
of only that portion of the business-type activities of the State of Texas that are attributable to the
transactions of LSCPA, as discussed in Note 1. Transactions associated with bonds, pensions, and other
postemployment benefits related to LSCPA’s activities in the name of Texas State University System
(TSUS) are reported by TSUS and not LSCPA. The financial statements do not purport to, and do not,
present fairly the financial position of the State of Texas as of August 31, 2021, or the changes in its
financial position, or, where applicable, its cash flows for the year then ended, in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information and Additional Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis 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. Such information is
the responsibility of management.

The Organizational Data and the Matrix of Operating Expenses Reported by Function are additional
supplementary information presented for purposes of additional analysis and are not required parts of the
basic financial statements.

We have not audited, reviewed, or compiled the Required Supplementary Information or additional
supplementary information and we do not express an opinion, a conclusion, nor provide any assurance on
it.

T Ly T
\_ﬂELT %RRIS J;ECHACEK, LLLP
Certified Public Accountants

Houston, Texas
January 21, 2022



MANAGEMENT’S DISCUSSION
AND ANALYSIS



(This page intentionally left blank.)













































Lamar State College Port Arthur
Statement of Net Position
August 31, 2021

2021 2020
LIABILITIES

Current Liabilities:

Payables from:

Accounts Payable $ 2,829,916.33 740,365.21
Payroll Payable 1,518,408.81 1,513,449.57

Due to Other Agencies 287,696.18 -

Unearned Revenues 2,598,919.38 3,162,816.75

Employees' Compensable Leave 424,756.36 406,237.32
Total Current Liabilities 7,659,697.06 5,822,868.85
Noncurrent Liabilities:

Employees' Compensable Leave 307,582.19 248,984.17
Total Non-Current Liabilities 307,582.19 248,984.17

Total Liabilities $ 7,967,279.25 6,071,853.02

NET POSITION

Net Investment in Capital Assets $ 32,248,040.80 25,039,079.20
Restricted for:

Other 650,230.79 863,715.39
Unrestricted 20,487,864.71 15,194,709.41

Total Net Position $ 53,386,136.30 41,097,504.00

See Independent Accountants' Review Report and Notes to the Financial Statements.
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Lamar State College Port Arthur
Statement of Revenues, Expenses, and Changes in Net Position
For the Year Ended August 31, 2021

Operating Revenues:
Sales of Goods and Services
Tuition and Fees — Pledged
Tuition and Fees — Discounts/Allowances
Auxiliary Enterprise — Pledged
Other Sales of Goods and Services — Pledged
Federal Revenue - Operating
Federal Pass-Through Revenue
State Grant Pass-Through Revenue
Total Operating Revenues

Operating Expenses:
Instruction
Public Service
Academic Support
Student Services
Institutional Support
Operation and Maintenance of Plant
Scholarships and Fellowships
Auxiliary
Depreciation and Amortization

Total Operating Expenses

Operating Income (Loss)

Nonoperating Revenues (Expenses):
Legislative Revenue (GR)
Additional Appropriations (GR)
Federal Revenue
Gifts
Interest and Investment Income
Net Increase in Fair Value of Investments
Other Nonoperating Revenues (Expenses)
Total Nonoperating Revenues (Expenses)

Income (Loss) before Other Revenues, Expenses,
Gains, Losses, and Transfers

See Independent Accountants' Review Report and Notes to the Financial Statements.
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2021 2020
7,054,661.07 $ 8,098,936.77
(2,593,238.16) (2,758,549.01)

108,098.57 35,981.76
56,979.64 62,008.83
592,176.31 281,322.21
534,802.48 303,694.87
464,079.70 466,716.07
6,217,559.61 6,490,111.50
7,779,828.09 8,975,128.27
223,642.39 200,314.48
2,649,607.18 2,063,881.28
1,720,917.03 1,400,190.15
4,495,074.64 4,670,952.04
2,543,767.62 1,977,009.25
3,515,580.40 4,683,598.83
1,437,171.85 1,069,893.11
1,939,223.93 1,907,620.19
26,304,813.13 26,948,587.60
(20,087,253.52) (20,458,476.10)
12,914,280.00 12,934,838.00
2,395,366.69 2,561,324.75
8,710,005.69 6,272,914.25
1,426,034.18 571,614.49
25,414.54 144,804.59
145,362.85 0.00
857,114.09 525,676.33
26,473,578.04 23,011,172.41
6,386,324.52 $ 2,552,696.31



Lamar State College Port Arthur
Statement of Revenues, Expenses, and Changes in Net Position
For the Year Ended August 31, 2021

Other Revenues, Expenses, Gains, Losses, and Transfers:
Capital Appropriations (HEF)
Transfers In
Transfers Out
Legislative Transfers In
Legislative Transfers Out
Total Other Revenues, Expenses, Gains, Losses, and Transfers

Change in Net Position

Total Net Position, September 1
Total Net Position, August 31

See Independent Accountants' Review Report and Notes to the Financial Statements.
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2021 2020
2,217,102.00 2,157,784.00
5,257,643.48 342,807.72

(238,687.70) (226,998.24)
7,993.00 9,570.00
(1,341,743.00) (1,383,109.25)
5,902,307.78 900,054.23
12,288,632.30 3,452,750.54
41,097,504.00 37,644,753.46
53,386,136.30 41,097,504.00




LAMAR STATE COLLEGE PORT ARTHUR

Matrix of Operating Expenses Reported by Function
For the Year Ended August 31, 2021

Operation and

Institutional Maintenance of Scholarship and Auxiliary Depreciation and

Operating Expenses Instruction Research Public Service  Academic Support  Student Services Support Plant Fellowships Enterprises Amortization Total Expenses

Salaries and Wages $ 5131,050.84 $ $ 126,464.59 $  1,287,950.30 $ 961,607.62 $ 192256148 $ 497,94261 $ 99,509.57 $ 398,088.32 $ - $ 10,425,175.33
Payroll Related Costs 1,622,759.96 64,646.03 435,329.09 294,680.92 572,694.71 175,967.50 - 123,114.07 - 3,289,192.28
Professional Fees and Services 61,882.50 16,885.72 155,373.75 194,365.27 328,118.96 507,641.16 - 65,291.21 - 1,329,558.57
Travel 9,058.87 312.58 103.23 107.55 6,987.80 31,191.10 - 51,508.58 - 99,269.71
Materials and Supplies 186,016.37 2,769.61 28,340.80 12,697.46 116,779.88 6,491.68 - 169,887.34 - 522,983.14
Communications and Utilities - 962.22 39,695.69 - 28,352.38 584,068.78 - 2,774.58 - 655,853.65
Repairs and Maintenance 35,797.56 581.90 84,370.31 61,609.86 544,494.33 621,584.32 - 195,797.36 - 1,544,235.64
Rentals and Leases 15,260.57 1,209.70 8,079.92 7,596.12 - 756.00 - 20,924.17 - 53,826.48
Printing and Reproduction 2,480.96 95.26 471.22 2,389.70 27,859.72 1,204.21 - 5,203.18 - 39,704.25
Depreciation and Amortization - - - - - - - - 1,939,223.93 1,939,223.93
Bad Debt Expense 62,056.06 - - (1,727.79) 183.92 - (19,552.60) (15,289.58) - 25,670.01
Scholarships 36,515.00 - 229,217.78 - - - 3,316,010.60 215,855.84 - 3,797,599.22
Other Operating Expenses 616,949.40 9,714.78 380,675.09 187,590.32 947,041.46 116,920.26 119,612.83 204,016.78 - 2,582,520.92
Total Operating Expenses $  7,779,828.09 $ $ 223,642.39 $  2,649,607.18 $  1,720917.03 $ 449507464 $ 2,543,767.62 $ 3,515,580.40 $ 1,437,171.85 $  1,939,223.93 $ 26,304,813.13

See Independent Accountants' Review Report and Notes to the Financial Statements.
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Lamar State College Port Arthur
Statement of Cash Flows
For the Year Ended August 31, 2021

2021 2020
CASH FLOWS FROM OPERATING ACTIVITES
Receipts from Customers $ 108,098.57 $ 35,981.76
Proceeds from Tuition and Fees 3,815,886.51 4,866,628.70
Proceeds from Auxiliaries 56,979.64 62,008.83
Proceeds from Other Operating Revenues - 1,369,459.29
Payments to Suppliers for Goods and Services (8,238,695.23) (10,174,556.52)
Payments to Employees for Salaries (10,420,216.09) (10,311,021.87)
Payments to Employees for Benefits (1,479,739.96) (1,820,905.00)
Payments for Other Operating Expenses (84,771.70) -
Net Cash Provided (Used) by Operating Activities (16,242,458.26) (15,972,404.81)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITES
Proceeds from State Appropriations 14,410,894.82 14,356,260.91
Proceeds from Gifts 1,426,034.18 571,614.49
Proceeds of Transfers from Other State Agencies 5,265,636.48 352,377.72
Proceeds from Grant Receipts 8,710,005.69 6,272,914.25
Proceeds from Other Noncapital Financing Activities 857,114.09 525,676.33
Payments for Transfers to Other State Agencies (198,035.00) (202,533.00)
Net Cash Provided (Used) by Noncapital Financing Activities 30,471,650.26 21,876,310.70
CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITES
Payments for Additions to Capital Assets (9,148,185.53) (2,020,604.18)
Payments of Principal on Debt (962,520.00) (948,915.90)
Payments of Interest on Debt Issuance (419,875.70) (458,658.59)
Net Cash Provided (Used) by Capital and Related Financing Activities (10,530,581.23) (3,428,178.67)
CASH FLOWS FROM INVESTING ACTIVITES
Proceeds from Interest Income 12,497.80 33,542.73
Proceeds from Investment Income 12,916.74 111,261.86
Payments to Acquire Investments (5,001,539.63) -
Net Cash Provided (Used) by Investing Activities (4,976,125.09) 144,804.59
Net Increase (Decrease) in Cash and Cash Equivalents (1,277,514.32) 2,620,531.81
Cash and Cash Equivalents, September 1 14,515,631.93 11,895,100.12
Cash and Cash Equivalents, August 31 $ 13,238,117.61 $ 14,515,631.93

See Independent Accountants' Review Report and Notes to the Fiancial Statements.
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Lamar State College Port Arthur

Statement of Cash Flows
For the Year Ended August 31, 2021

RECONCILIATION OF OPERATING INCOME (LOSS) TO

NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES

Operating Income (Loss)

Adjustments to Reconcile Operating Income (Loss)
to Net Cash Provided (Used) by Operating Activities:
Amortization and Depreciation
Bad Debt Expense
On-Behalf Benefit Payments
Changes in Assets and Liabilities:
(Increase) Decrease in Receivables
(Increase) Decrease in Due from Other Agencies
(Increase) Decrease in Prepaid Items
(Increase) Decrease in Loans and Contracts
Increase (Decrease) in Payables
Increase (Decrease) in Due To Other Agencies
Increase (Decrease) in Unearned Revenues
Increase (Decrease) in Employees' Compensable Leave
Increase (Decrease) in Benefits Payable
Total Adjustments

Net Cash Provided (Used) by Operating Activities

Non-Cash Transactions
Donation of Capital Assets
Net Change in Fair Value of Investments

2021

2020

$ (20,087,253.52)

$ (20,458,476.10)

1,939,223.93 1,907,620.19
25,670.01 92,676.15
1,732,335.26 1,817,237.51
(1,714,887.37) 238,132.07
(116,135.85) 101,161.46
35,279.06 253,360.39
47,883.99 102,633.62
2,089,551.12 312,395.18
287,696.18 -
(563,897.37) (690,636.22)
77,117.06 73,821.52
4,959.24 277,669.42
3,844,795.26 4,486,071.29

$ (16,242,458.26)

$ (15,972,404.81)

$ 619,000.00
$ 145,362.85

© H

See Independent Accountants' Review Report and Notes to the Fiancial Statements.
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Lamar State College Port Arthur

Notes to the Financial Statements
For the Year Ended August 31, 2021

Note 1: Summary of Significant Accounting Policies
Reporting Entity

Lamar State College Port Arthur (LSCPA) serves the State of Texas (the “State) by providing a high-
quality education to its residents and is based in Port Arthur, Texas.

The origins of LSCPA date back to its formation in 1909 when it operated as a nonprofit college
through 1975. LSCPA merged with Lamar University, a State university, in 1975. LSCPA was first
recognized as a separate component institution of the State in 1983 and, in 1991, was granted authority
to issue degrees in its name, Lamar State College Port Arthur.

LSCPA is an agency of the State and a component of the Texas State University System (TSUS).
TSUS was founded in 1911 and is the first higher education system established in Texas. Beginning
as an administrative means to consolidate the support and management of State teacher colleges,
TSUS has evolved into a network of higher education institutions stretching from the Texas-Louisiana
border to the Big Bend region of west Texas. Today, seven component institutions offer a broad
range of academic and career opportunities. Those seven institutions are located throughout the State
and include LSCPA, Sam Houston State University, Lamar University, Sul Ross State University,
Texas State University, Lamar Institute of Technology, and Lamar State College Orange.

TSUS is governed by a nine-member Board of Regents (the “Board”) appointed by the Governor. In
addition, a nonvoting student regent is appointed annually to the Board. The Texas State University
System Administration (“System Administration”), which is headed by a Board-appointed chancellor,
is based in Austin, where it provides support to TSUS components.

TSUS is an agency of the State and is reported as one of six university systems and five independent
universities that in total are presented as a major enterprise fund in the State’s Annual Comprehensive
Financial Report.

TSUS and LSCPA have elected to define LSCPA’s reporting entity to include only activities in
LSCPA’s name. LSCPA'’s proportional share of liabilities in the name of TSUS is reported by TSUS.
Transactions associated with bonds, pensions, and other postemployment benefits related to LSCPA’s
activities in the name of TSUS are not reported by LSCPA. However, LSCPA has elected to make
limited disclosures with respect to these matters in Notes 6, 9, and 11. The associated financial
activities related to these items and required disclosures are made within TSUS’s Annual Financial
Report.

No entities have been identified meeting Governmental Accounting Standards Board’s (GASB)
definition of component units, which are legally separate entities and, accordingly, none are included
within the reporting entity. As previously noted, LSCPA is considered by the State as one of the
academic entities that comprise TSUS; however, each entity is considered an agency of the State.

LSCPA is affiliated with one foundation and an alumni association that have the sole purpose of
supporting the educational and other activities of the College. These entities solicit donations and act
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Lamar State College Port Arthur

Notes to the Financial Statements
For the Year Ended August 31, 2021

as coordinator of gifts made by other parties.

The Port Arthur Higher Education Foundation (the “Foundation”) is a separate legal entity registered
with the IRS as a 501(c)(3) organization, and its efforts benefit LSCPA and its students. The
Foundation is separately governed and operates autonomously from LSCPA, and its related activities
are not included in LSCPA’s, TSUS’, or the State’s financial statements. The Foundation solicits
donations and acts as a coordinator of gifts made by other parties. The Foundation gave $234,988.50
and $136,175.00 in scholarship money directly to LSCPA students during the year ended August 31,
2021 and 2020, respectively.

The Lamar Port Arthur Alumni Association (the “Association) is a non-profit organization which was
established for the purpose of cooperating with and working on behalf of LSCPA.
Neither the transactions of the Association or its fund balances are reflected in the financial statements
during the year ended August 31, 2021 and 2020. The Association is separately governed and
operates autonomously from LSCPA, and its related activities are not included in LSCPA’s, TSUS’,
or the State’s financial statements.

The accounting policies followed by LSCPA in maintaining accounts and in the preparation of the
financial statements are in accordance with the Texas Comptroller of Public Accounts’ Reporting
Requirement for the Fiscal 2021 Annual Financial Reports of State Agencies and Universities (the
“Comptroller’s AFR Requirements”) and with generally accepted accounting principles in the United
States of America (GAAP). GASB is responsible for establishing GAAP for state and local
governments. The Comptroller’s AFR Requirements are designed to assist the Texas Comptroller of
Public Accounts in compiling and preparing the State’s ACFR and, accordingly, have some
untraditional elements, such as the prohibition of rounding, unique ordering and specific numbering
of footnotes, and the inclusion of footnote titles when the subject matter does not apply.

Fund Structure

The accompanying financial statements are presented on the basis of funds. A fund is considered a
separate accounting entity. LSCPA is reporting as a special-purpose government engaged only in
Business-Type Activities within the Proprietary Fund Type. The accompanying entity-wide financial
statements are prepared as such.

Proprietary Funds
Business-Type Activity - Business-type funds are used for activities that are financed through
the charging of fees and sales for goods or services to the ultimate user. Institutions of higher
education are required to report their financial activities as business type because the
predominance of their funding comes through charges to students, sales of goods and services,
and grant revenues.

Basis of Accounting

The basis of accounting determines when revenues and expenditures or expenses are recognized in
the accounts reported in the financial statements. The accounting and financial reporting treatment
applied to a fund is determined by its measurement focus.
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Lamar State College Port Arthur

Notes to the Financial Statements
For the Year Ended August 31, 2021

Business-type activity funds (proprietary funds) are accounted for on the full accrual basis of
accounting. Under the full accrual basis of accounting, revenues are recognized when earned and
expenses are recognized at the time liabilities are incurred. Proprietary funds distinguish operating
from non-operating items. Operating revenues and expenses result from providing services or
producing and delivering goods in connection with the proprietary fund’s principal ongoing
operations. Operating expenses for the proprietary funds include the cost of sales and services,
administrative expenses, and depreciation on capital assets.

Budget and Budgetary Accounting

The State’s budget is prepared biennially and represents appropriations authorized by the Legislature
and approved by the Governor (the “General Appropriations Act”). Additionally, TSUS prepares an
annual budget, which represents anticipated sources of revenues and authorized uses. This budget is
approved by TSUS’ Board.

Unencumbered appropriations are generally subject to lapse 60 days after fiscal year end for which
they were appropriated.

Assets, Liabilities, and Net Position
Assets
Current and Non-Current Assets
Current assets are those that are readily available to meet current operational requirements.

Non-current assets are those that are not readily available to meet current operational
requirements and, instead, are intended to support long-term institutional needs.

Cash and Cash Equivalents

Cash includes cash on hand, cash in local banks, cash in transit, and cash in the Treasury. Cash
equivalents are considered short-term highly liquid investments with an original maturity of
three months or less.

Restricted Assets

Restricted assets include monies or other resources restricted by legal or contractual
requirements. These assets may include proceeds of enterprise fund general obligation and
revenue bonds and revenues set aside for statutory or contractual requirements. Assets held in
reserve for guaranteed student loan defaults may also be included.
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Lamar State College Port Arthur
Notes to the Financial Statements
For the Year Ended August 31, 2021

Investments

Investments are generally stated at fair value, with certain exceptions, in accordance with GASB
Statement No. 72, Fair Value Measurement and Application (““GASB 72). Fair value, which
is determined based on quoted market prices, is the amount at which an investment could be
exchanged in a current transaction between parties other than in a forced or liquidation sale.
Changes in unrealized gain (loss) on the carrying value of investments are reported as
net increase (decrease) in fair value of investments in the accompanying Statement of Revenues,
Expenses, and Changes in Net Position.

Legislative Appropriations
This item represents the balance of general revenue funds at year end as calculated in the Texas
State Comptroller’s General Revenue Reconciliation.

Inventories and Prepaid Items

Inventories include both merchandise inventories on hand for sale and consumable inventories.
Inventories are valued at cost, generally utilizing the last-in, first-out method. The consumption
method of accounting is used to account for inventories and prepaid items. The cost of these
items is expensed when the items are used or consumed. Prepaid items reflect payments for
costs applicable to future accounting periods.

Capital Assets
Assets such as furniture, equipment, and vehicles with an individual cost of more than $5,000

and an estimated useful life in excess of one year are capitalized. Capitalization thresholds are
also utilized for buildings and building improvements ($100,000), infrastructure ($500,000),
and facilities and other improvements ($100,000). Capital assets are recorded at cost or
estimated historical cost if actual historical cost is not available. Donated capital assets are
reported at acquisition value. For fabricated assets financed by debt, construction period interest
Is capitalized as part of the capital asset cost. The capitalized interest is combined with the other
costs associated with constructing the asset and depreciated over the appropriate useful life
beginning when the asset is placed into service.

Capital assets are depreciated over the estimated useful life of the asset using the straight-line
method based on allocation methods and estimated lives prescribed by the Statewide Property
Accounting system. Depreciation is recorded as a periodic expense and accumulated in a
contra-asset account as an offset to the asset book values. Depreciation expense is not allocated
to functional categories for this Annual Financial Report.

Intangible capital assets are defined as assets that lack physical substance, are non-financial in
nature, and have an initial useful life extending beyond a single reporting period. These assets
are required to be reported if they are identifiable. Land use rights are capitalized if the cost
meets or exceeds $100,000. Purchased computer software is capitalized if the aggregate cost of
the purchase meets or exceeds $100,000. Internally developed computer software has a
capitalization threshold of $1,000,000, and other intangible capital assets must be capitalized if
the cost meets or exceeds $100,000. Intangible assets are amortized based on the estimated
useful life of the asset using the straight-line method.
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Lamar State College Port Arthur
Notes to the Financial Statements
For the Year Ended August 31, 2021

Other Receivables

The disaggregation of other receivables as reported in the financial statements is disclosed in
Note 24. Other receivables include year-end accruals not included in any other receivable
category. This account can appear in governmental and proprietary fund types.

Liabilities

Accounts Payable
Accounts payable represents the liability for the value of assets or services received at the
statement of net position date for which payment is pending.

Unearned Revenues
Unearned revenues represent payments received in advance of providing goods or services.

Other Payables - Current and Non-current

The disaggregation of other payables as reported in the financial statements is disclosed in Note
24. Other payables include accruals at year end of expenditure transactions not included in any
of the other payable descriptions.

Funds Held for Others
Current balances in funds held for others result from LSCPA acting as an agent or fiduciary for
other organizations.

Employees’ Compensable Leave Balances

Employees' compensable leave balances represent the liability that becomes “due” upon the
occurrence of relevant events such as resignations, retirements, and uses of leave balances by
covered employees. Liabilities are reported separately as either current or non-current in the
statement of net position. These obligations are normally paid from the same funding source
from which each employee’s salary or wage compensation was paid.

Capital Lease Obligations

Capital lease obligations represent the liability for future lease payments under capital lease
contracts contingent upon the appropriation of funding by the Legislature. Liabilities are
reported separately as either current or non-current in the statement of net position.

Bonds Payable - General Obligation Bonds

General obligation bonds are accounted for in proprietary funds for business-type activities.
These payables are reported as long-term liabilities (current for amounts due within one year)
and long-term liabilities (non-current for amounts due thereafter) in the statement of net
position. The bonds are reported at par, net of unamortized premiums, discounts, issuance costs,
and gains/(losses) on bond refunding activities. TSUS reports all related balances.
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Bonds Payable - Revenue Bonds

Revenue bonds are accounted for in the proprietary funds for business-type activities. These
payables are reported as long-term liabilities (current for amounts due within one year) and
long-term liabilities (non-current for amounts due thereafter) in the statement of net position.
The bonds are reported at par, net of unamortized premiums, discounts, issuance costs, and
gains/(losses) on bond refunding activities. TSUS reports all related balances.

Net Position

The difference between fund assets and liabilities is “Net Position” on proprietary fund
statements.

Net Investment in Capital Assets

Net investment in capital assets consists of capital assets, net of accumulated depreciation and
reduced by outstanding balances for bonds, notes, and other debt that is attributed to the
acquisition, construction, or improvement of those assets.

Net Position - Restricted

Restricted net position results when constraints placed on net position use are either externally
imposed by creditors, grantors, contributors, and the like or imposed by law through
constitutional provisions or enabling legislation. When both restricted and unrestricted assets
are available for use, restricted resources are used first, then unrestricted resources are used as
needed.

Expendable - net position use is subject to externally imposed stipulations that can be
fulfilled by actions pursuant to those stipulations, or that expire by the passage of time.

Non-expendable - net position use is subject to externally imposed stipulations that it be
maintained permanently. Such assets include the principal of permanent endowment funds
(as applicable).

Net Position - Unrestricted

Unrestricted net position consists of net position that does not meet the definition of the two
preceding categories. Unrestricted net position often has constraints on resources, which are
imposed by management, but can be removed or modified.

Operating and Non-Operating Revenues and Expenses

Operating revenues and expenses - may include activities such as student tuition and
fees; net sales and services of auxiliary enterprises; exchange basis federal, state, and local
grants and contracts and related expenses including depreciation; scholarships and
fellowships; impairment losses; insurance recovery in the year of the loss; and incurred
but not reported liabilities.
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Non-operating revenues and expenses - may include activities such as gifts and
contributions, insurance recoveries received in years subsequent to the loss, State
appropriations, investment income, net change in fair value of investments, nonexchange
basis of federal and state grants and contracts, and other non-operating items defined by
GASB.

Interagency Activities and Transactions
LSCPA has the following types of transactions among related agencies:

Transfers - Legally required transfers that are reported when incurred as “Transfers In” by the
recipient fund and as “Transfers Out” by the disbursing fund.

Reimbursements - Reimbursements are repayments from funds responsible for expenditures or
expenses to funds that made the actual payment. Reimbursements of expenditures made by one
agency for another are recorded as expenditures in the reimbursing agency and as a reduction of
expenditures in the reimbursed fund. Reimbursements are not displayed in the financial statements.

Receivables and Payables - Interagency loans are reported as interfund receivables and payables. If
repayment is due during the current year or soon thereafter, the balance is classified as “current.”
Balances for repayment due in two (or more) years are classified as “non-current.”

Sales and Purchases - Charges or collections for services rendered by one agency to another are
recorded as revenues of the recipient agency and expenditures or expenses of the disbursing agency.

The composition of LSCPA’s interfund activities and transactions is presented in Note 12.

COVID-19 and CARES Act

The Coronavirus Aid, Relief, and Economic Security Act (CARES Act) was signed into law on March
27, 2020. The CARES Act authorized more than $2 trillion in relief to individuals, businesses,
nonprofit, and government organizations impacted by COVID-19. LSCPA received funding
primarily under two federal programs, the Governor’s Emergency Education Relief Fund (GEERF)
and the Higher Education Emergency Relief Fund (HEERF).

GEERF funding, awarded to the Governor’s Office and passed through the Texas Higher Education
Coordinating Board to LSCPA, provides direct financial assistance to support students’ efforts to
continue or restart their progress toward earning a post-secondary credential or degree. Initial GEERF
awards totaling $37,809 were awarded in September 2020 to maintain need-based financial aid
programs and keep more students enrolled at colleges and universities. The initial awards were
followed by an additional $36,535 in emergency student support to allow students whose families
have been severely financially impacted by COVID-19 to stay enrolled in higher education. An
additional award of $300,000 for student financial aid assistance also occurred during fiscal year
2021,

HEERF funding, awarded directly to LSCPA, provides support to prevent, prepare for, and respond
to COVID-19. The respective award in FY 2020 totaled $1,056,684. Additional awards have
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occurred in FY 2021 in the amount of $2,846,257 under the Coronavirus Response and Relief
Supplemental Appropriations Act (CRRSAA) known as HEERF Il and $4,920,143 under the
American Rescue Plan (ARP) known as HEERF Ill. Under the terms of the grant agreements, the
HEERF-Student Allocation Award is used to provide emergency financial aid grants to students for
expenses related to the disruption of campus operations due to COVID-19. The other award, the
HEERF-Institutional Allocation Award, may be used to cover costs associated with significant
changes to the delivery of course instruction due to COVID-19, subject to certain restrictions outlined
in the grant agreements. In addition to the funding programs above, LSCPA received federal stimulus
funding through a program known as the Minority Serving Institutions Program. The award amount
was $66,939 during FY 2020 with additional amounts of $407,759 in FY 2021.

The revenues from these programs are earned by fulfilling the terms and conditions of the agreements
with the funding agencies and are therefore recognized when qualifying expenditures are incurred
and eligibility requirements are met. A summary of funding awarded and expensed for the year ended
August 31, 2021, and the balance of the unearned amounts are presented below:

Program Total Awarded | Expensed/Earned Unearned
GEEREF - Student Financial Aid $ 337,809.00 $ 54,407.27 $ 283,401.73
GEERF - Emergency Student Financial Aid | $ 36,535.00 |$ 36,535.00 $ 0.00
HEERF - Student Allocation $3,021,031.00 $ 528,342.00 $2,492,689.00
HEERF - Institutional Allocation $4,745,369.00 $1,489,727.45 $3,255,641.55
HEERF - Minority Serving Institutions $ 407,759.00 | $ 204,452.76 $ 203,306.24
Total $8,548,503.00 $2,313,464.48 $6,235,038.82
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Note 2: Capital Assets

A summary of changes in capital assets for the year ended August 31, 2021 is presented below:

Beginning Adjustments/ Ending
Capital Assets Balance Reclass/Transfers Additions Deletions Balance
Non-Depreciable Assets:
Land $ 2,018,964.92 $ - $ 619,000.00 $ (10,710.00) $ 2,627,254.92
Construction In Progress 730,259.23 (6,375,327.88) 8,083,709.77 - 2,438,641.12
Total Non-Depreciable Assets 2,749,224.15 (6,375,327.88) 8,702,709.77 (10,710.00) 5,065,896.04
Depreciable Assets:
Buildings 45,866,359.91 6,375,327.88 - (431,012.00) 51,810,675.79
Facilities and Other 4,066,872.41 - - - 4,066,872.41
Furniture and Equipment 3,394,159.03 - 477,468.99 (203,515.71) 3,668,112.31
Fleet Vehicles 393,627.72 - 52,400.00 - 446,027.72
Other Assets 3,218,841.14 - 5,944.43 - 3,224,785.57
Total Depreciable Assets at
Historical Costs 56,939,860.21 6,375,327.88 535,813.42 (634,527.71) 63,216,473.80
Less: Accumumulated Depreciation for:
Buildings (27,339,001.35) - (1,416,313.50) 369,133.46 (28,386,181.39)
Facilities and Other (1,913,784.49) - (158,854.94) - (2,072,639.43)
Furniture and Equipment (2,554,712.08) - (231,604.60) 185,766.59 (2,600,550.09)
Fleet Vehicles (127,353.41) - (50,533.24) - (177,886.65)
Other Assets (2,715,153.83) - (81,917.65) - (2,797,071.48)
Total Accumulated Depreciation (34,650,005.16) - (1,939,223.93) 554,900.05 (36,034,329.04)
Depreciable Assets, Net 22,289,855.05 6,375,327.88 (1,403,410.51) (79,627.66) 27,182,144.76
Total Capital Assets, Net $ 25,039,079.20 $ - $ 7,299,299.26 $ (90,337.66) $ 32,248,040.80
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Note 2: Capital Assets

A summary of changes in capital assets for the year ended August 31, 2020 is presented below:

Beginning Adjustments/ Ending
Capital Assets Balance Reclass/Transfers Additions Deletions Balance
Non-Depreciable Assets:
Land $ 2,018,964.92 $ - $ - $ - $ 2,018,964.92
Construction In Progress 1,027,616.75 (1,919,961.67) 1,622,604.15 - 730,259.23
Total Non-Depreciable Assets 3,046,581.67 (1,919,961.67) 1,622,604.15 - 2,749,224.15
Depreciable Assets:
Buildings 43,747,374.24 1,919,961.67 199,024.00 - 45,866,359.91
Facilities and Other 4,066,872.41 - - - 4,066,872.41
Furniture and Equipment 3,340,583.73 - 53,575.30 - 3,394,159.03
Fleet Vehicles 334,670.30 - 138,073.84 (79,116.42) 393,627.72
Other Assets 3,211,514.25 - 7,326.89 - 3,218,841.14
Total Depreciable Assets at
Historical Costs 54,701,014.93 1,919,961.67 398,000.03 (79,116.42) 56,939,860.21
Less: Accumumulated Depreciation for:
Buildings (25,929,644.04) - (1,409,357.31) - (27,339,001.35)
Facilities and Other (1,752,476.89) - (161,307.60) - (1,913,784.49)
Furniture and Equipment (2,333,870.26) - (220,841.82) - (2,554,712.08)
Fleet Vehicles (172,631.39) - (33,838.44) 79,116.42 (127,353.41)
Other Assets (2,632,878.81) - (82,275.02) - (2,715,153.83)
Total Accumulated Depreciation (32,821,501.39) - (1,907,620.19) 79,116.42 (34,650,005.16)
Depreciable Assets, Net 21,879,513.54 1,919,961.67 (1,509,620.16) - 22,289,855.05
Total Capital Assets, Net $ 24,926,095.21 $ - $ 112,983.99 $ - $ 25,039,079.20
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Note 3: Deposits, Investments, and Repurchase Agreements

LSCPA is authorized by statute to make investments following the “prudent person rule.” There were
no significant violations of legal provisions during the period.

Deposits of Cash in Bank

As of August 31, 2021, the carrying amount of deposits was $2,438,667.84 as presented below:

Cash in Bank - Carrying Value $ 2,438,667.84
Proprietary Funds  Current Assets Cash in Bank 2,339,824.67
Proprietary Funds  Current Assets Restricted Cash in Bank 1,878.18
Proprietary Funds ~ Noncurrent Assets Restricted Cash in Bank 96,964.99
Cash in Bank per AFR $ 2,438,667.84

As of August 31, 2020, the carrying amount of deposits was $2,228,133.58 as presented below:

Cash in Bank - Carrying Value $ 2,228,133.58
Proprietary Funds ~ Current Assets Cash in Bank 1,428,172.07
Proprietary Funds  Current Assets Restricted Cash in Bank -

Proprietary Funds ~ Noncurrent Assets Restricted Cash in Bank 799,961.51
Cash in Bank per AFR $ 2,228,133.58

These amounts consist of all cash in local banks. These amounts are included on the statement of net
position as part of the “cash and cash equivalents” accounts.

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, LSCPA will not be able to recover deposits or will not be able to recover collateral
securities that are in the possession of an outside party. LSCPA’s bank accounts are secured by FDIC
and pledged collateral. LSCPA has no deposits that are at risk of recovery due to the failure of a
depository financial institution. As of August 31, 2021 and 2020, respectively, the total bank balance
was $2,539,145.30 and $2,112,165.46, respectively.

Foreign currency risk for deposits is the risk that changes in exchange rates will adversely affect the
deposit. LSCPA held no exposure to foreign currency risk for deposits as of August 31, 2021.
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Investments

LSCPA invests in both operating and endowment funds. LSCPA is authorized to invest in Operating
and Endowment Funds as a prudent person in obligations and instruments as defined in the Texas
State University System Investment Policy.

LSCPA investments adhere to various strategies. The performance objective is to grow the market
value of assets net of inflation, spending, and expenses, over a full market cycle (generally defined as
a three-to five-year period) without undue exposure to risk. The invested funds are particularly risk-
averse to the probability of not meeting the total return goal. Liquidity must be considered and
sufficient to meet spending needs and expenses.

The total return goal can be achieved while assuming acceptable risk levels commensurate with
“market volatility.” To achieve the total return goal, the assets will be invested to generate
appreciation and/or dividend and interest income.

The endowment funds investment is expected to endure into perpetuity. Inflation is a key component
in the performance objective. The long-term risk of not investing in equity securities outweighs the
short-term volatility risk. As a result, the majority of assets are invested in equity or equity-like
securities. Fixed income and fixed income-like securities and other diversifying strategies may act
to lower the short-term volatility of the portfolio and/or provide stability, especially during periods of
weak or negative equity markets. Other asset classes are included to provide diversification and
incremental total return.

The portfolio is diversified to diminish risks associated with particular securities, market sectors, or
industries.

TexPool Investments at Amortized Cost

TexPool and TexPool Prime are managed conservatively to provide safe, efficient, and liquid
investment alternatives to Texas governments. The accounts maintain a $1.00 value per share price
and are reported at amortized cost. TexPool Prime has a very conservative investment policy and
aligns with Rule 2a-7 money-market practices. TexPool investments consist exclusively
of U.S. government securities, repurchase agreements collateralized by U.S. government securities,
and AAA-rated no-load money market mutual funds. TexPool Prime invests in the above, plus
commercial paper and certificates of deposit. The funds are rated AAAm by Standard and Poor’s
based on credit quality, market price exposure, and management. There is no penalty or limit for
withdrawal.

Fair Value of Investments

LSCPA measures and records investments using fair value measurement guidelines in accordance
with GASB Statement 72, Fair Value Measurement and Application. GASB 72 recognizes a three-
level fair value hierarchy for inputs to valuation techniques:
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Level 1: Quoted prices for identical investments in active markets;
Level 2: Observable inputs other than quoted market prices; or,

Level 3: Unobservable inputs.
Net Asset Value: Net Asset Value Per Share (NAVPS) method is used when there is
no readily determinable fair value.

As of August 31, 2021, the valuation of investments was as follows:

BUSINESS-TYPE ACTIVITIES

Fair Value Hierarchy

Net Asset

Fair Value Level 1 Level 2 Level 3 Value 2021 Value
Corporate Asset and Mortgage Backed Securities $ 32046251 $ - $ - $ $ 320,462.51
Domestic Mutual Funds 643,368.44 - 643,368.44
Equity 172,613.24 - 172,613.24
Externally Managed Investments - Domestic - 196,620.93 196,620.93
Externally Managed Investments - International 4,196.43 4,196.43
Fixed Income Money Market and Bond Mutual Fund 2,913,753.12 2,913,753.12
International Equity 156,678.41 156,678.41
International Mutual Funds 442,360.49 442,360.49
Other Commingled Funds 296,848.91 - 296,848.91

Long-Term Investments $ 4,946,085.12 $ $200,817.36 $ $ 5,146,902.48
Amortized Cost
Other Commingled Funds - TexPool $ 132,704.08 $ $ - $ $ 132,704.08
Other Commingled Funds - TexPool Prime 7,177,300.31 - 7,177,300.31

Cash Equivalents $ 7,310,004.39 $ $ - $ $ 7,310,004.39

Total $ 12,456,906.87
BUSINESS-TYPE ACTIVITIES
Proprietary Funds  Current Assets Cash Equivalents $ 6,469,869.57
Proprietary Funds  Current Assets Restricted Cash Equivalents -
Proprietary Funds  Noncurrent Assets Restricted Cash Equivalents 840,134.82
Proprietary Funds ~ Noncurrent Assets Investments 5,146,902.48

Total Investments $ 12,456,906.87

Deposit and Investment Risk Factors
The following paragraphs describe various types of risk related to Deposits and Investments.

Custodial Credit Risk

Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty,
LSCPA will not be able to recover the value of its investments or collateral securities that are in the
possession of an outside party. LSCPA’s investment policy limits holding of securities by
counterparties to those involved with securities lending. As of August 31, 2021, LSCPA had no
investments subject to custodial credit risk.
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Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The TSUS investment policy requires that investments in debt securities have credit
ratings recognized by the agencies of Standard and Poor's, Finch, and/or Moody's. For operating, a
short-intermediate term funds portfolio, average credit quality of the entire portfolio is to be greater
than or equal to A-, as defined by Standard and Poor’s (A- by Finch, A3 for Moody's). The minimum
credit quality of any diversified fund vehicle must be investment grade at the time of purchase.
Operating Long-Term funds portfolios are intended to be invested in a similar manner to Endowment
funds, but no more than 20% of the global fixed income and credit may be rated below investment
grade, and no more than 15% of the total Long-Term Operating Portfolio may be invested in
emerging/frontier markets, a sub-set of international. An Operating Long-Term funds portfolio may
only invest up to 60% of the market value of its total operating funds portfolio, exclusive of bond
proceeds, in this type of investment strategy. In order to invest with managers who utilize alternative
investments, LSCPA must retain an investment consultant. For the endowment portfolio, risk is
controlled through the portfolio diversification of market sector and maturity. Risk is further defined
by prohibited investments and activities, and limited by maximum single purchase and maximum
aggregate position percentages.

As of August 31, 2021, the credit quality distributions for securities with credit risk exposures were
as follows:

AAA AA A BBB BB B Unrated Total

Endowment $ 2856 $ 108.78 $ 486.80 $ 3,685.01 $ 331243 $ 358438 $ 239185|$ 13,597.81
Operating-Fixed Income 644.42 2,454.92 10,985.76 83,160.33 74,752.24 80,889.53 53,977.50 306,864.70
Corporate Asset and Mortgage Backed Securities 672.98 2,563.70 11,472.56 86,845.34 78,064.67 84,473.91 56,369.35 320,462.51
Endowment - - - - - - 178,388.19 178,388.19
Operating - Real Estate 144,740.93 - - - - - 320,239.32 464,980.25
Domestic Mutual Funds 144,740.93 - - - - - 498,627.51 643,368.44
Endowment 80,094.10 4,396.13 26,500.64 38,390.96 1,048.08 816.88 21,552.98 172,799.77
Operating-Fixed Income 1,009,887.07  67,224.86  404,250.92 629,028.81 45,168.77  165,685.62  411,703.66 | 2,732,949.71
Operating - Real Estate 8,003.64 - - - - - - 8,003.64
Fixed Income Money Market and Bond Mutual
Fund 1,097,984.81  71,620.99  430,751.56 667,419.77 46,216.85  166,502.50  433,256.64 | 2,913,753.12

Total $ 1243398.72 $ 74,184.69 $442,224.12 $ 754,265.11 $124,281.52 $250,976.41 $988,253.50 | $3,877,584.07

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributable to the magnitude of investment in a single
issuer. Investments issued or explicitly guaranteed by the U.S. government and investments in mutual
funds, external investment pools, and other pooled investments are excluded from this disclosure
requirement. As of August 31, 2021, LSCPA was not subject to concentration of credit risk.

Interest Rate Risk
Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. LSCPA is not required to disclose interest rate risk.

Foreign Currency Risk
Foreign currency risk for investments is the risk that changes in exchange rates will adversely affect
the investment. As of August 31, 2021, LSCPA was not aware of any material foreign currency risk.
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Reverse Repurchase, Securities Lending and Derivative Investing
LSCPA did not participate in reverse repurchase agreements, securities lending, or derivative
investing during fiscal year 2021.

Note 4: Short-Term Debt
LSCPA has no short-term debt to report as of August 31, 2021 and 2020.
Note 5: Long-Term Liabilities

Bonds Payable
See Note 6 for a discussion of bonded indebtedness.

Employees’ Compensable Leave

Annual Leave

Full-time employees earn eight to twenty-one hours per month vacation leave (annual leave)
depending on years of State employment. The State’s policy is that employees may carry accrued
vacation leave forward from one fiscal year to the next up to a maximum number of hours allowed
based on their years of service. Employees with at least six months of State service who terminate
employment are entitled to payment for all accumulated annual leave. LSCPA accrues the dollar
value of annual leave benefits which are payable upon retirement, termination, or death of its
employees. The amounts of these liabilities are reported in the statement of net position. The
estimated liability is based on outstanding balances reported in the leave reporting system multiplied
by the employee’s respective salary rate.

Sick Leave

Sick leave is earned at the rate of eight hours per month and is paid only when an employee is absent
due to illness or to the estate of an employee in the event of his/her death. The maximum sick leave
payment to an employee’s estate is the lesser of one-half of the employee’s accumulated entitlement
or 336 hours. Sick leave accumulation from one fiscal year to the next is not limited. LSCPA
recognizes the cost of sick leave when paid. The liability is not shown in the financial statements
since historical payouts of sick leave have been minimal.

Overtime and Compensatory Leave for FLSA Non-Exempt and Exempt Employees

Under the federal Fair Labor Standards Act (FLSA) and State laws, overtime can be accumulated in
lieu of immediate payment as compensatory leave for non-exempt employees up to a maximum of
240 hours. Unpaid accrued overtime for non-exempt employees is included in the calculation of
current and long-term liabilities because these employees are eligible to be paid for these accruals
upon death or termination. Overtime is calculated at a rate of 1.5 times an employee’s normal rate of

pay.
Nonexempt employees may earn compensatory leave when they work additional hours but the

number of hours worked in the work week does not exceed 40 hours. Compensatory time is calculated
on an hour-for-hour basis and must be taken within one year from date earned or it lapses. There is
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no death or termination benefit for this type of compensatory leave, so no liability is reported in the
financial statements.

As of August 31, 2021, the compensable leave balances were as follows:

Amount Due Within Amount Due
Balance 9/1/2020 Additions Reductions Balance 8/31/2021 One Year Thereafter
Compensable Leave $ 655,221.49 $ 389,642.81 $ 312,525.75 $ 732,338.55 $ 424,756.36 $ 307,582.19
Amount Due Within Amount Due
Balance 9/1/2019 Additions Reductions Balance 8/31/2020 One Year Thereafter
Compensable Leave $ 581,399.97 $ 360,815.84 $ 286,994.32 $ 655,221.49 $ 406,237.32 $ 248,984.17

Post Employment Health Care and Life Insurance

In addition to providing pension benefits, the State provides certain health care and life insurance
benefits for retired employees in accordance with state statutes. Substantially all of the employees
may become eligible for those benefits if they reach normal retirement age while working for the
State. LSCPA participates in the Employees Retirement System of Texas (ERS) insurance plans.
The information regarding the State's contribution, the number of eligible retirees and the cost of
providing those benefits is included in the notes to the annual financial report of the ERS.

Notes and Loans Payable
LSCPA had no notes and loans payable at August 31, 2021 and 2020.
Claims and Judgements

At August 31, 2021 and 2020, various lawsuits and claims involving LSCPA were pending. While
the ultimate liability with respect to litigation and other claims asserted against LSCPA or the Board
of Regents cannot be reasonably estimated at this time, such liability, to the extent not provided for
by insurance or otherwise, is not likely to have a material effect on LSCPA.

Note 6: Bonded Indebtedness

All bonded indebtedness for LSCPA is issued by System Administration through the Texas State
University System Revenue Financing System (RFS). System Administration and each component
institution within TSUS are members of the RFS. The Board of Regents pledged all of the funds
(revenues) and balances derived or attributable to any member of the RFS that are lawfully available
to the Board for payments on parity debt.

System Administration issued the debt; therefore, the bonds payable attributable to LSCPA are
included with the bonds payable reported by System Administration. LSCPA must repay the debt
that was issued on its behalf; consequently, the following debt amortization schedule is presented for
informational purposes only.
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Debt Service Requirements Attributable to Lamar State College Port Arthur:

Description Year Principal Interest Total

All Series 2022 $ 1,000,000.00 $  348,064.20 $ 1,348,064.20
2023 570,000.00 301,225.20 871,225.20
2024 595,000.00 275,830.06 870,830.06
2025 625,000.00 249,121.90 874,121.90
2026 650,000.00 220,895.80 870,895.80
2027-2031 3,510,000.00 633,246.40 4,143,246.40
2032-2036 650,000.00 29,860.00 679,860.00

2037-2041 - - -

2042-2046 - - -

2047-2051 - - -
TOTALS $ 7,600,000.00 $ 2,058,243.56 $ 9,658,243.56

A portion of the debt represents tuition revenue bonds historically funded by the Texas Legislature
through general revenue appropriations. LSCPA was appropriated $1,252,493 and $1,272,753 during
the 2021 and 2020 fiscal years, respectively, for tuition revenue bond debt service. LSCPA expects
future Legislative appropriations to meet debt service requirements for tuition revenue bonds.

Note 7: Derivatives

LSCPA has no derivative instruments to report as of August 31, 2021 and 2020.

Note 8: Leases

As of August 31, 2021 and 2020, LSCPA was not involved in any capital lease agreements.

LSCPA has entered into various operating leases for equipment. Rental expense was $38,024.24 and

$37,537.11 (fund type - proprietary fund) for the respective operating leases for the fiscal year ended
August 31, 2021 and 2020, respectively.
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Future minimum lease payments under non-cancelable operating leases having an initial term in
excess of one year as of August 31, 2021 and 2020 were as follows:

2021 2020
Fiscal Year

2021 $ - $ 35,870.88
2022 168,381.24 31,151.28
2023 162,233.25 23,430.09
2024 142,798.70 4,939.20

2025 132,006.50 -

2026 131,196.00 -

2027-2031 - -
$ 736,615.69 $ 95,391.45

Note 9: Defined Benefit Pension Plans and Defined Contribution Plan

Defined Benefit Pension Plan - Teacher Retirement System of Texas

LSCPA participates in a cost-sharing, multi-employer, defined benefit pension plan administered by
the Teacher Retirement System of Texas (TRS). TRS provides retirement, disability annuities, and
death and survivor benefits. The benefit and contribution provisions of TRS are authorized by state
law and may be amended by the Legislature.

In accordance with the Reporting Requirements for Annual Financial Reports of State Agencies and
Universities (the Reporting Requirements) promulgated by the Texas Comptroller of Public
Accounts, TSUS has implemented GASB Statement No. 68, Accounting and Financial Reporting for
Pensions, and GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to
the Measurement Date, which includes the net pension expense, net pension liability, and related
deferred inflows and outflows. Under the Reporting Requirements, employees of LSCPA are treated
as employees of TSUS for GASB 68 reporting; therefore, these financial statements neither record
nor disclose the net pension expense, net pension liability, or related deferred inflows and outflows
attributable to LSCPA. Recording and disclosure of this information occurs for TSUS as a whole in
the consolidated Annual Financial Report of TSUS. The State and TSUS share responsibility for
funding their proportional shares of the obligations of TRS.

All LSCPA personnel employed in a TRS-eligible position on a one-half time or greater basis that is
projected to last for 4%2 months or more are eligible for membership in TRS. Students employed in
positions that require student status as a condition of employment do not participate.

The pension benefit formulas are based on members’ average annual compensation and years of
service credit. The standard annuity is 2.3% of the average of the five highest annual salaries
multiplied by years of service credit. For grandfathered employees who were hired on or before
August 31, 2005 and meet certain criteria, the standard annuity is based on the average of the three
highest annual salaries. TRS does not provide automatic post-employment benefit changes, including
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automatic cost-of-living adjustments (COLA).

Normal service retirement is at age 65 with 5 years of credited service or when the sum of the
member’s age and years of credited service equals 80 or more years. Early retirement is at age 55
with 5 years of service credit or earlier than 55 with 30 years of service credit. There are additional
provisions for early retirement if the sum of the member’s age and years of service credit total at least
80, but the member is less than age 60 or 62 depending on date of employment, or if the member was
grandfathered in under a previous rule.

TRS is primarily funded through State and employee contributions. TRS contribution rates are
established by the State Legislature. Contributions by employees were 7.7% of gross earnings for
2021 and 2020, respectively, while employer contributions were 7.5% of the participants’ gross
earnings for 2021 and 2020, respectively. Depending upon the source of funding for a participant’s
salary, LSCPA may be required to make contributions in lieu of the State. Contributions to TRS for
the year ended August 31, 2021 and 2020, attributable to LSCPA’s portion of the pension obligation
were as follows:

Year ended
August 31, 2021
Employee Contributions $ 551,381.45
Employer Contributions 536,305.07
Total $1,087,686.52
Year ended
August 31, 2020
Employee Contributions $560,487.14
Employer Contributions 548,604.59
Total $1,109,091.73

TRS currently does not separately account for each of its component government agencies because
TRS itself bears sole responsibility for retirement commitments beyond contributions fixed by the
State Legislature. Further information regarding actuarial assumptions and conclusions, together with
audited financial statements are included in TRS’s annual financial report, which may be found on
the TRS website at www.trs.state.gov.

Defined Contribution Plan - Optional Retirement Program

The Optional Retirement Program (ORP) is the state defined contribution plan offered to certain
eligible employees of universities and colleges in lieu of participation in TRS. Employees eligible
for participation in ORP are defined in Texas Administrative Code § 25.4. ORP provides for the
purchase of annuity contracts and mutual funds. Participants are vested in the employer contributions
after one year and one day of service. Depending upon the source of funding for the employee’s
compensation, LSCPA may be required to make the employer contributions in lieu of the State.

The State provides an option for a local supplement (up to 1.9%) on top of the state base rate.
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Participant contributions were made at a rate of 6.65% of annual compensation during FY 2021 and
FY 2020. Employer contributions were made at the base rate of 6.6% unless the employee was
grandfathered (i.e. the employee was contributing on August 31, 1995); in the case of grandfathered
employees, the rate of the employer contributions was 8.5% of annual compensation.

Contributions made by the participants and LSCPA for the fiscal year ended August 31, 2021 and
2020 were as follows:

Year ended

August 31, 2021
Member Contributions $161,654.95
Employer Contributions 160,439.53
Total $ 322,094.48
Year ended

August 31, 2020
Member Contributions $166,431.53
Employer Contributions 177,535.23
Total $ 343,966.76

Since contributions are invested in individual annuity contracts, neither the State nor LSCPA have
any liability for ORP. Further information in regards to ORP can be obtained from the Texas Higher
Education Coordinating Board website at www.highered.texas.gov.

Note 10: Deferred Compensation

LSCPA does not serve as administrative agency as defined by the Texas Comptroller with respect to
its Note 10; however, State employees may elect to defer a portion of their earnings for income tax
and investment purposes pursuant to authority granted in the Texas Government Code Annotated,
Section 609.001. Two plans are available for employees’ participation - TRS and ORP. The assets
of the plans do not belong to LSCPA, TSUS, or the State. LSCPA, TSUS, or the State have no
liability related to the plans.

Note 11: Postemployment Benefits Other Than Pensions

In addition to providing pension benefits, the State contributes to a plan that provides health care and
life insurance benefits for retired employees of LSCPA, their spouses, and beneficiaries. These other
postemployment benefits (OPEB), authorized by statute and contributions, are established by the
General Appropriations Act.

ERS administers a program that provides postemployment health care, life and dental insurance
benefits to retirees through the Texas Employees Group Benefits Program as authorized by Texas
Insurance Code, Chapter 1551. ERS implemented GASB Statement No. 74, Financial Reporting for
Postemployment Benefit Plans Other Than Pension Plans, in fiscal year 2017. Complete disclosure
of the State’s OPEB can be found in the State’s Annual Comprehensive Financial Report.
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Liabilities associated with OPEB provided by the State for employees providing services for LSCPA
are reported by TSUS. Additionally, full disclosures of OPEB as required by GASB 74 are reported
by TSUS.

Note 12: Interfund Activity and Transactions

As explained in Note 1, Interfund and Interagency Transactions are numerous transactions between
funds and agencies. At year-end, amounts to be received or paid are reported as:

e Interfund Receivables or Interfund Payables

e Due From Other Agencies or Due to Other Agencies

e Due From Other Funds or Due to Other Funds

e Transfers In or Transfers Out

e Legislative Transfers In or Legislative Transfers Out

LSCPA experienced routine transfers with other state agencies which were consistent with the
activities of the fund making the transfer. Repayment of interfund balances will occur within one
year from the date of the financial statements.

As of August 31, 2021 and 2020, LSCPA has not participated in any interfund borrowing.
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Individual balances and activity at August 31, 2021 are as follows:

Appd Fund 9999, D23, Fund 7999
Agency 320, D23 Fund 7999
Agency 320, D23 Fund 0286
Agency 730, D23 Fund 7999
Agency 758, D23 Fund 7999
Agency 781, D23 Fund 7999
Agency 781, D23 Fund 0325
Agency 902, D23 Fund 0599

Total Due From/To Other Agencies

Mandatory Transfers
Appd Fund 9999, D23 Fund 9999
Agency 758, D23 Fund 9999

Appd Fund 9999, D23 Fund 9999
Agency 758, D23 Fund 9999
Agency 902, D23 Fund 0599
Agency 902, D23 Fund 0210

Total Transfers From/To Other Agencies

Appd Fund 0001, D23 Fund 0001
Agency 902, D23 Fund 0001
Agency 758, D23 Fund 0001
Agency 758, D23 Fund 0001

Total Legislative Transfers

Due From Due To
Other Agencies Other Agencies Source
$ 1948290 $ - State
- 1,889.94 State
10,378.36 - Federal
- 1,977.16 Local
71,611.54 - Federal
- 283,829.08 Federal
77,794.77 - State
$ 17926757 $ 287,696.18
Transfers From  Transfers To
Other Agencies Other Agencies
$ - $  40652.70 Local
- 198,035.00 Local
5,252,391.48 - State
5,252.00 - State
$ 525764348 $ 238,687.70
Legislative Legislative
Transfers From  Transfers To
Other Agencies Other Agencies
$ 7993.00 $ - State

- 1,252,493.00
- 89,250.00

$ 7,993.00 $ 1,341,743.00
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