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Independent Auditor's Report 

Board ofRegents 
Lee College District 
Baytown, Texas 77520 

Members of the Board ofRegents: 

Report on the Financial Statements 

We have audited the accompanying financial statements of Lee College District (the District) as 
of and for the years ended August 31, 2017 and 2016, the related notes to the financial 
statements, and the discretely presented component unit financial statements of Lee College 
Foundation, Inc., which collectively comprise the District's basic financial statements as listed in 
the table of contents. 

Management's Responsibility for the Financial Statements 

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

Auditor's Responsibility 

Our responsibility is to express an opinion on these basic financial statements based on our audit. 
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 ofmaterial misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgment, including the assessment of the risk of material misstatements of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 



considers internal control relevant to Lee College District's preparation and fair presentation of 
the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of Lee 
College District internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall 
presentation ofthe financial statement. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our opinions. 

Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Lee College District, and the discretely presented component unit, as of 
August 31, 2017 and 2016, and the respective changes in financial position, and, where 
applicable, cash flows thereof for the years then ended in accordance with accounting principles 
generally accepted in the United States ofAmerica. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
Management's Discussion and Analysis, Schedule of the District's Proportionate Share of the 
Net Position Liability - TRS, and Schedule of the District's Contributions - TRS, identified as 
Required Supplementary lnfonnation in the table of contents be presented to supplement the 
basic financial statements. Such information, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board, who considers it to be 
an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the 
Required Supplementary Information in accordance with auditing standards generally accepted 
in the United States of America, which consisted of inquiries of management about the methods 
of preparing the information and comparing the information for consistency with management's 
responses to our inquiries, the basic financial statements, and other knowledge we obtained 
during our audit of the basic financial statements. We do not express an opinion or provide any 
assurance on the information because the limited procedures do not provide us with sufficient 
evidence to express an opinion or provide any assurance. 

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Lee College District' s basic financial statements. The introductory 
section and combining and individual nonmajor fund financial statements are presented for 
purposes of additional analysis and are not required parts of the basic financial statements. The 
schedule of expenditures of federal awards is presented for purposes of additional analysis as 

2 



required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards, Subpart F-Audit 
Requirements (Uniform Guidance) and is also not a required part of the basic financial 
statements. The accompanying other supplementary information is presented for purposes of 
additional analysis and is also not a required part of the basic financial statements. 

The other supplementary information and the schedule of expenditures of federal awards are the 
responsibility of management and were derived from and relate directly to the underlying 
accounting and other records used to prepare the financial statements. Such information has 
been subjected to the auditing procedures applied in the audit of the financial statements and 
certain additional procedures, including comparing and reconciling such info1mation directly to 
the underlying 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 America. In our opinion, the other 
supplementary inf01mation and the schedule of expenditures of federal awards are fairly stated in 
all material respects in relation to the financial statements as a whole. 

The introductory section has not been subjected to the auditing procedures supplied in the audit 
of the basic financial statements and, accordingly, we do not express an opinion or provide any 
assurance on it. 

Other Reporting Required by Government auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
December 11, 2017 on our consideration of Lee College District's internal control over financial 
reporting and our tests of its compliance with certain provisions of laws, regulations and 
contracts and grant agreements and other matters. The purpose of that report is to describe the 
scope of our testing of internal control over financial rep01iing and compliance and the results of 
that testing, and not to provide an opinion on the internal control over financial reporting or on 
compliance. That repo1i is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering Lee College District's internal control over financial reporting 
and compliance. 

Respectfully submitted, 

Lovvorn & Kieschnick, LLP 
December 11, 2017 
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LEE COLLEGE 

Management's Discussion and Analysis 
Fiscal Year Ended August 31, 2017 

Overview of the Financial Statements and Financial Analysis 

Lee College District (the District) is proud to present its financial statements for Fiscal Year 2017 which are 
in conformance with Governmental Accounting Standards Board (GASB) standards. There are three financial 
statements presented: the Statement of Net Position; the Statement of Revenues, Expenses and Changes in 
Net Position; and the Statement ofCash Flows. These statements should be read in conjunction with the notes 
to the basic financial statements. The following summary and management's discussion and analysis of the 
results is intended to provide readers with an overview of the basic financial statements. 

Some of the financial highlights of the Fiscal Year are as follows: 

• Assets and Deferred Outflows ofResources ofthe District exceeded Liabilities and DefetTed Inflows 
of Resources at the close of the Fiscal Year on August 31, 2017, by $41.8 million (net position). 
There was a decrease in overa11 net position of the College of$1,732,420. 

• Noncurrent assets ofthe District were restated to include 126 acres ofproperty donated to the Co11ege 
in 1966. Appraised value of the property is $6,597,000. 

Statement ofNet Position 

The Statement ofNet Position presents the assets, deferred outflows ofresources, liabilities, defetTed inflows 
of resources, and net position of the District as of the end of the Fiscal Year. It is a point-in-time financial 
statement. The purpose ofthe Statement ofNet Position is to give the financial statement readers a snapshot 
ofthe fiscal condition ofLee Co11ege District. It presents end-of-year data for Current and NoncmTent Assets, 
Deferred Outflows ofResources, Cm,-ent and Noncurrent Liabilities, Deferred Inflows ofResources, and Net 
Position (Assets plus Deferred Outflows ofResources minus Liabilities and Deferred Inflows ofResources). 

From the information shown, financial statement readers are able to determine the assets available to continue 
the operations of the District. The reader can also determine how much the institution owes vendors and 
bondholders. The net position and its availability for expenditure can be determined as well. 

Net position is divided into three major categories. The first category, invested in capital assets, provides the 
District's equity in property, plant and equipment it owns. The next net position category is restricted net 
position. These assets have external limitations on the way in which they may be used. The last category is 
unrestricted net position. It is available to use for any lawful purpose of the District. 

Total assets of the District for Fiscal Year 2017 are $120.1 million, a decrease of $4. 7 million compared to 
Fiscal Year 2016 and a decrease of $10.5 million compared to Fiscal Year 2015. Changes in total assets over 
the past three years are depicted in the fo11owing chart: 
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LEE COLLEGE 

Total Assets 
 




















  

Current assets are comprised ofseveral categories. Cash and cash equivalents include the District's cash and 
investments in TexPool and certificates of deposit. TexPool is a statewide investment pool. In Fiscal Year 
2017, cash, cash equivalents, and short-term investments totaled $3.2 million a decrease of $14.6 million 
from the Fiscal Year 2016 balance of$17.8 million. Receivables include tuition and fees receivable, accounts 
receivable, and taxes receivable. Prepaid expenses and inventories are also assets ofthe District. Non-current 
assets consist ofcapital assets and funds held in endowments. Capital assets include land, land improvements, 
buildings, equipment, and library books. These items are reflected in the financial statements net of 
accumulated depreciation. 
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LEE COLLEGE 

2017 2016 2015 

Assets: 

Current Assets 12,318,737 25,101,578 35,232,597 

Capital Assets 100,811 ,339 92,796,781 88,484,876 

Other Noncurrent Assets 6,972,013 6,972,013 6,972,013 

Total Assets 120,102,089 124,870,372 130,689,486 

Deferred Outflows 2,183,929 1,631,961 1,515,528 

Liabilities: 
Current Liabilities 11 ,348,393 11,132,031 13,844,161 

Noncurrent Liabilities 68,290,319 70,826,297 73,215,841 

Total Liabilities 79,638,712 81,958,328 87,060,002 

Deferred Inflows 867,330 1,031,610 1,927,274 

Net Position: 

Net Investment in Capital Assets 37,722,303 35,466,164 31 ,532,812 

Restricted - Expendable 

Restricted-Non-Expendable 375,013 375,013 375,013 

Unrestricted 3,682,659 7,671,218 11,309,913 

Total Net Position 41,779,975 43,512,395 43,217,738 

Total liabilities of the District are $79.6 million in Fiscal Year 2017 as compared to $81.9 million in Fiscal 
Year 2016 and $87.0 million in Fiscal Year 2015 and also include a current and non-current portion. Total 
liabilities decreased from Fiscal Year 2017 to Fiscal Year 2016 due a decrease in accounts payable and 
unearned revenue and bonds payable at year end. Current liabilities include accounts payable and accrued 
liabilities, funds held for others, deferred revenue, accrued compensable absences payable and the current 
portion ofbonds payable and leases payable. A liability is considered to be cmTent if it is due within one year. 

Net position represents the District's equity, some of which is restricted for certain uses and some of which 
is unrestricted. 

Statement of Revenues, Expenses and Changes in Net Position 

The purpose ofthe Statement of Revenues, Expenses and Changes in Net Position is to present the revenues 
earned by the District, both operating and non-operating, and the expenses incmTed, operating and non­
operating, and any other revenues, expenses, gains and losses received or spent by the District. Generally 
operating revenues are received for providing goods and services to the various customers of the District. 

Operating expenses are those paid to acquire or produce the goods and services provided in return for the 
operating revenues, and to cany out the District's mission. Non-operating revenues are funds received for 
which goods and services are not provided. 
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LEE COLLEGE 

2017 2016 2,015 

Operating Revenues: 
Tuition and Fees, (net) 9,362,334 9,965,420 6,971,257 

Federal Grants and Contracts 4,050,634 2,570,352 1,416,559 

State Grants and Contracts 592,735 513,231 979,214 

Sales and Services of Educational Activities 23,502 26,509 28,021 

Auxiliary Enterprises 709,728 736,681 2,379,602 

Other Operating Revenues 457,905 483,310 259,561 

Total Operating Revenue (Schedule A) 15,1 96,838 14,295,503 12,034,214 

Operating Expenses: 
Instruction 23,988,828 22,106,904 20,259,115 

Public Service 2,510,055 2,205,378 1,961 ,346 

Academic Support 4,169,897 3,577,359 3,434,544 

Student Services 6,409,553 5,722,149 5,726,187 

Institutional Support 11,917,688 11,518,575 10,777,481 

Operation and Maintenance of Plant 5,227,398 5,172,563 5,029,749 

Scholarships and Fellowships 6,064,593 7,466,568 6,767,286 

Auxiliary Enterprises 1,648,349 2,385,111 3,210,916 

Depreciation 2,866,777 2,757,001 2,230,469 

Total Operating Expenses (Schedule B) 64,803,138 62,911,609 59,397,093 

Operating Income (Loss) {49,606,300) {48,616,106) {47,362,879) 

Non-Operating Revenues (Expenses): 
State Funds 12,206,244 12,119,516 11,192,664 

Maintenance and Obligation Ad-Valorem Taxes 23,410,884 22,448,452 21,179,470 

General Obligation Bond Taxes 3,527,955 3,595,267 3,848,737 

Federal Non-Operating Grants 8,898,608 9,814,833 9,533,238 

Gifts 970,042 1,630,962 1,323,289 

Investment Income (net of Investment Expense) 76,684 76,834 351,830 

Interest on Capital Related Debt, net of amount capitalized (2,475,734) (2,537,757) (3,181 ,453) 

Payments in Lieu of Taxes 677,876 1,040,389 2,245,066 

Other Non-Operating Revenues 581,320 722,268 376,600 

Total Non-Operating Revenue (Schedule C) 47,873,879 48,910,763 46,869,441 

Increase (Decrease) in Net Position (1,732,421) 294,657 (493,438) 

Total revenues for the District were $65 .4 million, $65. 7 million, and $62.0 million in 2017, 2016, and 2015, 
respectively. Total expenses were $67.3 million, $65.4 million, and $62.5 million in 2017, 2016, and 2015, 
respectively. 

Revenues for the District consist offour main categories: taxes, state appropriations, federal grants and tuition 
and fees. The following table shows the breakdown of total revenue for the District for 2017: 
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LEE COLLEGE 

2017 Revenues 
 

 








 

Non-operating revenues consist of the following: state appropriations, tax revenue, gifts, net investment 
income, payments in lieu of taxes, federal non operating grants, and other revenues. Non-operating expenses 
consist of interest on capital related debt. 

Operating revenues increased from Fiscal Year 2016 to Fiscal Year 2017 as federal operating grants 
increased. Federal non-operating grants comprised mainly of federal student assistance funds such as Pell 
grants reflect a decrease when comparing fiscal year 2017 to fiscal year 2016. 

Operating Expenses by Functional Classification 

Functional classifications are the traditional categories that have been used to show expenses. They represent 
the type ofprograms and services provided. The chatt below shows the District's 2017 operating expenses in 
comparison to 2016 and 2015: 
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Total Operating Expenses (Schedule B) 
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LEE COLLEGE 

From Fiscal Year 2015 to Fiscal Year 2017 operating expenses for instruction increased as a result of hiring 
faculty to meet enrollment growth demands ofthe District, most notably in the area ofdual credit instruction. 
The District continues to achieve operational and utility savings attributable to energy management programs 
implemented since 2010 whereby repairs and replacement of infrastructure items are financed with debt 
repayment funded from energy savings. This program allows new equipment, major repairs and retrofits to 
be financed over a 17-year term with energy savings derived from equipment replacement, repairs and 
retrofits utilized to fund the debt. Phase 1 ofthe energy management program was successfully implemented 
in 2010. Phase 2 was implemented in 2012. 

Capital Assets and Debt Administration 

Below is a summaty ofdistrict capital assets, net of depreciation. 

2017 2016 2015 

Land 1,393,556 1,393,555 1,393,555 
Construction in Progress 2,269,522 10,906,040 
Buildings 92,203,663 81,852,621 70,142,989 

Land Improvements 752,309 804,226 803,816 

Equipment 5,024,047 5,073,502 3,863,618 

Library Books 1,437,766 1,403,356 1,374,858 

100,811,341 92,796,782 88,484,876 

The District has issued 75.2 million in capital improvement bonds since FY 1999. Shown in the table below 
is the outstanding debt at the end of the Fiscal Year as compared to the end of the two previous fiscal years. 
The District's General Obligation bonds are currently rated Aa2 by Moody's Investor Service. 

As a result of the District adopting GASB 68 in fiscal year 2015, the District's proportional share of the 
Teacher Retirement System net pension liability is reflected as a long-term liability of the District. 

2017 2016 2015 

General Obligation Bonds 44,355,000 45,935,000 47,530,000 
Revenue Bonds 8,100,000 8,995,000 9,750,000 
Capital Leases 10,058,089 10,533,128 11 ,088,326 
Net Pension Liability 8,326,286 7,617,638 6,300,281 

70,839,375 73,080,766 74,668,607 
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LEE COLLEGE 

For more detailed information on the District's capital assets and long-term debt, see Notes 5 - 8 in the Notes 
to Basic Financial Statements. Financial information can be obtained from the Lee College District Business 
Office via written request to P.O. Box 818, Baytown, TX, 77522-0818. 

Steve Evans 
Vice President of Finance and Administration 
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Lee College District 
Exhibit 1 

Statement of Net Position 
Year Ended August 31, 2017 and 2016 

ASSETS 
Current Assets: 

Cash and Cash Equivalents 
Short-Term Investments (NOTE 4) 
Accounts Receivable (net) 
Inventories 
Prepaid Expenses 

Total Current Assets 

Noncurrent Assets 
Endowment Investments 
Land Held for Investment 
Capital Assets, net of accumulated depreciation (Note 6) 

Total Noncurrent Assets 

TOTAL ASSETS 

DEFERRED OUTFLOWS OF RESOURCES 
Deferred Charge for Refunding 
Deferred Outflow Related to Pensions 

LIABILITIES 
Current Liabilities: 

Accounts Payable 
Accrued Liabilities 
Funds Held for Others 
Unearned Revenue 
Accrued Compensable Absences 
Leases Payable-Current Portion 
Bonds Payable-Current Portion 

Total Current Liabilities 

Noncurrent Liabilities 
Leases Payable-Noncurrent Portion 
Bonds Payable-Noncurrent Portion (Note 7) 
Net Pension Liability 

Total Noncurrent Liabilities 

TOTAL LIABILITIES 

DEFERRED INFLOWS OF RESOURCES 
Deferred Inflows Related to Pensions 

NET POSITION 

Net Investment in Capital Assets 
Restricted for: 

Nonexpendable 
Unrestricted 
TOTAL NET POSITION (SCHEDULED) 

The Notes to the Financial Statement are an integral part of this statement. 

2017 

$ 642,418 
2,201,697 
9,280,578 

7,021 
187,022 

12,318,737 

375,013 
6,597,000 

100,811 ,339 
107,783,352 

120,102,089 

249,179 
1,934,750 
2,183,929 

1,285,807 
665,949 

93,819 
5,265,731 

662,906 
801,939 

2,572,243 
11,348,393 

9,256,150 
50,707,883 

8,326,286 
68,290,319 

79,638,712 

867,330 

37,722,302 

375,013 
3,682,659 

$ 41,779,975 

2016 

$ 3,217,680 
14,667,807 
7,019,345 

8,205 
188,541 

25,101,578 

375,013 
6,597,000 

92,796,781 
99,768,794 

124,870,372 

78,428 
1,553,533 
1,631 ,961 

1,502,048 
546,706 

93,501 
5,265,691 

597,247 
604,595 

2,522,244 
11 ,132,032 

9,928,533 
53,280,126 

7,617,638 
70,826,297 

81,958,329 

1,031,610 

35,466,164 

375,013 
7,671,218 

$43,512,395 
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Lee College District 

Component Unit 

Lee College Foundation 

Statements of Financial Posit ion 

August 31, 2017 and 2016 

Assets 

Cash and Cash Equivalents 

Investments 

Accrued Interest 

Other Receivables 

Due From Lee College 

$ 

2017 

1,299,547 

11,266,786 

32,220 

70,275 

2016 

$ 768,601 

9,784,664 

27,958 

72,900 

200 

TotaI Assets $ 12,668,828 $ 10,654,323 

Liabilit ies 

Accounts Payable 

Due to Lee College 

Funds Held for Others - EHCMA 

$ 
1,275 

47,000 

$ 

278,177 

Tota l Liabilities 48,275 278,177 

Net Assets 

Unrest ricted - Board Designated 

Temporarily Restricted 

Permanently Restricted 

707,002 

4,984,422 

6,929,129 

500,221 

3,119,909 

6,756,017 

Total Net Assets $ 12,620,553 $ 10,376,147 

Total Liabilities and Net Assets $ 12,668,828 $ 10,654,324 

The accompanying notes are an integral part of t his statement. 
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Lee College District 
Exhibit 2 

Statement of Revenues, Expenses, and Changes in Net Position 
For the Year Ended 

August 31, 2017 and 2016 

Operating Revenues 
Tuition and Fees, (Net) 
Federal Grants and Contracts 
State Grants and Contracts 
Sales and Services of Educational Activities 
Auxiliary Enterprises 
Other Operating Revenues 
Total Operating Revenue (Schedule A) 

Operating Expenses 
Instruction 
Public Service 
Academic Support 
Student Services 
Institutional Support 
Operation and Maintenance of Plant 
Scholarships and Fellowships 
Auxiliary Enterprises 
Depreciation 
Total Operating Expenses (Schedule B) 

Operating Loss 

Non-Operating Revenues (Expenses) 
State Funds 
Maintenance and Obligation Ad-Valorem Taxes 
General Obligation Bond Taxes 
Federal Non-Operating Grants 
Gifts 
Investment Income (net of Investment Expense) 
Interest on Capital Related Debt, net of amount capitalized 
Payments in Lieu of Taxes 
Other Non-Operating Revenues 
Total Non-Operating Revenue (Schedule C) 

Increase (Decrease) in Net Position 

Net Position 
Net Assets-Beginning of Year 
Net Position-End of Year 

2017 
$ 9,362,334 

4,050,634 
592,735 

23,502 
709,728 
457,905 

15,196,838 

23,988,828 
2,510,055 
4,169,897 
6,409,553 

11,917,688 
5,227,398 
6,064,593 
1,648,349 
2,866,777 

64,803,138 

(49,606,300) 

12,206,244 
23,410,884 
3,527,955 
8,898,608 

970,042 
76,684 

(2,475,734) 
677,876 
581,320 

47,873,879 

(1 ,732,420) 

43,512,395 
$ 41,779,975 

2016 
$ 9,965,420 

2,570,352 
513,231 

26,509 
736,681 
483,310 

14,295,503 

22,106,904 
2,205,378 
3,577,359 
5,722,149 

11,518,575 
5,172,563 
7,466,568 
2,385,111 
2,757,001 

62 ,911 ,608 

(48,616,105) 

12,119,516 
22,448,452 

3,595,267 
9,814,833 
1,630,962 

76,834 
(2,537,757) 
1,040,389 

722,268 
48,910,764 

294,659 

43,217,736 
$43,512,395 

The Notes to the Financial Statement are an integral part of this statement. 
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Lee College District 

Component Unit 

Lee College Foundation 

Statement of Activities 

For the Year Ended August 31, 2017 

With Comparative Totals for the Year Ended, August 31, 2016 

Support, Revenue and Gains: 

Private Gifts 

Corporate Matching 

In-Kind Donations 

Interest/Dividends Income 

Unrea lized Gain (Loss) on Holdings 

Net Assets Released from Restriction 

Total Support, Revenue and Gains 

Unrestricted  

$ 289,437 

10,725 

146,529 

575,319 

1,022,010 

2017 

Temporarily Permanently 

Restricted Restricted 

$ 1,239,101 $ 151,362 

2,550 21,750 

166,059 
1,032,122 

(575,319) 

1,864,513 173,112 

$ 

Totals 

1,679,900 

35,025 

146,529 

166,059 

1,032,122 

3,059,635 

$ 

2016 

Totals 

497,597 

119,735 
177,822 

430,915 

1,226,069 

Expenses and Losses: 

Cont ract Services - Audit Fees 

In-Kind Expenses 

Lee College Scholarship Breakfast 

Gala Banquet 

Outstanding Honor Awards 

Bank Charges 

Liabil ity Insurance 

Lee College District Scholarsh ips 

Britt Hodgin Scholarships 

Student Success Scholarships 

Clay Scholarships 

Ablemarle Scholarship 

Ponder Estate 

EHCMA Donation 

Other 

2,500 

146,529 

3,509 
20,140 

1,800 

2,955 

2,138 

480,586 

7,661 

23,611 

7,181 

56,280 

31,040 

29,299 

2,500 

146,5 29 

3,509 
20,140 

1,800 

2,955 

2,138 

480,586 

7,661 

23,611 

7,181 

56,280 

31,040 

29,299 

2,500 

119,735 

4,726 
15,927 

600 

3,089 

1,951 

385,000 

6,003 

17,799 

27,134 

13,000 

Total Program and Support Expenses 815,229 815,229 597,464 

Increase (Decrease) in Net Assets 

Net Assets, beginning of year 

206,781 
500,221 

1,864,513 

3,119,909 

173,112 

6,756,017 

2,244,406 

10,376,147 

628,605 
9,747,542 

Net Assets, end of year $ 707,002 $ 4,984,422 $ 6,929,129 $ 12,620,553 $ 10,376,147 

The accompanying notes are an integral part of this statement. 
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Lee College District 

Exhibit 3 
Statements of Cash Flows 

For the Year Ended August 31, 2017 and 2016 

Cash Flows From Operating Activities 2017 2016 

Receipts from students and other customers $ 9,652,104 $ 9,357,152 

Receipts from grants and contracts 2,819,894 1,162,452 

Payments to suppliers for goods or services (13,711 ,775) (13,139,072) 

Payments to or on behalf of employees (39,214,145) (36,315,062) 

Payments of scholarships and fellowships (5,924,643) (7,372,178} 

Other Receipts 457,905 483,310 

Net cash provided (used) by operating activ ities (45,920,660) (45,823,398) 

Cash Flows From Non-capital Financing Activities 
Receipts from state appropriations 9,836,282 9,926,342 

Receipts from Ad Valorem taxes 23,416,625 22,457,759 

Receipts from gifts and grants for other than capital purposes 970,042 1,630,962 

Receipts from Federal grants 8,898,608 9,814,833 

Receipts from student organizations and other agency transactions 318 18,974 

Other receipts (payments) 650,988 1,040,389 

Net cash provided (used) by non-capital financing activities 43,772,863 44,889,259 

Cash Flows From Financing Activities 

Proceeds from Sale of Capital Assets 

Receipts f rom Ad Valorem tax revenues 3,527,955 3,595,267 

Proceeds on Issuance of Capital Debt and leases 10,438,218 16,777,624 

Purchases of capital assets (10,881,335) (7,068,906) 

Payments on capital debt and leases (16,070,621) (22,376,950) 

Net cash provided (used) by capital and related financing activities (12,985,783) (9,072,965) 

Cash Flows From Investing Activities 

Receipts from sales and maturities of investments 34,314,812 31,740,101 

Receipts from interest on investments 76,684 81 ,863 

Purchases of investments (21,833,178) (23,261 ,100) 

Net cash provided (used) by investing activities 12,558,318 8,560,864 

Increase (decrease) in cash and cash equivalents (2,575,262) (1,446,240) 

Cash and cash equivalents - September 1, 2016 3,217,680 4,663,920 

Cash and cash equivalents - August 31, 2017 $ 642,418 $ 3,21 7,680 

The Notes to the Financial Statements are an integral part of this statement 
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Lee College District 
Exhibit 3 

Statements of Cash Flows (Continued) 
For the Year Ended August 31, 2017 and 2016 

Reconciliation of net operating income (loss) to net cash provided (used) 

by operating activities 
Operating income (loss) 

Adjustments to reconcile net income (loss) to net cash 

provided (used) by operating activities: 

Depreciation Expense 

Payments made directly to state for benefits 

Changes in Assets and Liabilities: 

Receivables (net) 

Inventories 

Prepaid Expenses 

Accounts payable 

Accrued Liabilities 

Deferred Inflows/Outflows 

Compensated absences 

Deferred revenue 

Net cash Provided (used) by operating activities 

The Notes to the Financial Statements are an integral part of this statement 

2017 2016 

(49,606,300) (48,616,106) 

2,866,777 2,757,001 

2,369,962 2,193,174 

(2,266,974) (1 ,885,688) 

1,184 952,992 

1,519 1,124,137 

(216,241) (1,346,393) 

119,243 (356,026) 

744,471 708,746 

65,659 51 ,664 

40 (1,406,899) 

$ (45,920,660) $ (45,823,398) 
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LEE COLLEGE DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

AUGUST 31 , 2017 and 2016 

(1) REPORTING ENTITY 

The Lee College District (the District) was established in 1934, in accordance with the laws of the State of 
Texas, to serve the educational needs of Baytown and the surrounding communities. As a public two-year 
college, the District has taxing authority and possesses attributes of a local governmental unit. The District 
is considered to be a special purpose, primary government according to the definition in Governmental 
Accounting Standards Board (GASB) Statement 14 The Financial Reporting Entity. While the District 
receives funding from local, state and federal government 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. 

The accompanying financial statements include the Lee College Foundation, Inc. (the Foundation) as a 
component unit of the District. This unit, which has a fiscal year-end ofAugust 31, 2017, has been discretely 
presented on separate pages to emphasize that it is legally separate from the District. The foundation was 
established to" ... solicit and receive donations, gifts and grant. .. on behalf of Lee College, its departments 
and activities ... . " Although the Foundation is a legally separate, tax-exempt entity, it meets the criteria of 
GASB Statement No. 39 to be considered a component unit of the District. That is, the Foundation's 
economic resources are for the direct benefit of the District or its students. By the Foundation charter, the 
District is entitled to a majority of the Foundation's economic resources, and such economic resources are 
material to the District. Historically, the Foundation has made no direct contributions to the District, but has 
awarded scholarships to students attending the District. The Foundation is governed by a 25-member board 
of trustees, which includes two District regents. 

Complete financial statements for the Foundation may be obtained at the entity's administrative offices: 

Lee College Foundation 
511 South Whiting 

Baytown, Texas 77522 

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Report Guidelines: 
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 District applies all applicable GASB 
pronouncements. The District is reported as a special-purpose government engaged in business-type 
activities. 

Tuition Discounting: 
Texas Public Education Grants 
Certain tuition amounts are required to be set aside for use as scholarships by qualifying students. This set 
aside, called the Texas Public Education Grant (TPEG), is shown with tuition and fee revenue amounts as a 
separate set aside amount (Texas Education Code §56.0333). When the student uses the award for tuition 
and fees, the amount is recorded as tuition discount. If the amount is dispersed directly to the student, the 
amount is recorded as a scholarship expense. 

Tuition Discounting: 
Title IV, Higher Education Act Program Funds 
Certain Title IV HEA Program funds are received by the District to pass through to the student. These funds 
are initially received by the District and recorded as revenue. When the award is used by the student for 
tuition and fees, the amount is recorded as tuition discount. If the amount is dispersed directly to the 
student, the amount is recorded as a scholarship expense. 
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LEE COLLEGE DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

AUGUST 31, 2017 and 2016 

Other Tuition Discounts: 
The District awards tuition and fee scholarships from institutional funds to students who qualify. When these 
amounts are used for tuition and fees, the amount is recorded as a tuition discount. If the amount is 
dispersed directly to the student, the amount is recorded as a scholarship expense. 

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

Budgetary Data: 
Each community college district in Texas is required by law to prepare an annual operating budget of 
anticipated revenues and expenditures for the fiscal year beginning September 1.The budget, which is 
prepared on the accrual basis of accounting, is adopted by the District's Board of Regents. 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 Plann ing by December 1. 

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. 

Deferred Inflows: 
In addition to liabilities, the District is aware that the Statement of Net Position will sometimes report a 
separate section for deferred inflows of resources. This separate financial statement element, deferred 
inflows of resources, represents an acquisition of net position that applies to a future period(s) and so is not 
recognized as an inflow of resources (revenue) until that time. Governments are permitted only to report 
deferred inflows in circumstances specifically authorized by the GASB. 

Deferred Outflows: 
In addition to assets, the District is aware that the Statement of Net Position will sometimes report a separate 
section for deferred outflows of resources. This separate financial statement element, deferred outflows of 
resources, represents a consumption of net position that applies to a future period(s) and so will not be 
recognized as an outflow of resources (expense) until then. Governments are permitted only to report 
deferred outflows in circumstances specifically authorized ty the GASB. A typical deferred outflow for 
community colleges is a deferred charge on refunding debt. 

Investments: 
In accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments 
and External Investment Pools, investments are reported at fair value. Fair values are based on published 
market rates. Short-term investments have an original maturity greater than three months but less than one 
year at time of purchase. The governing board has designated public funds investment pools comprised of 
TexPool and Lone Star to be short-term investments. Long-term investments have an original maturity of 
greater than one year at the time of purchase. 

Inventories: 
Inventories, consisting of bookstore stock and food service and print shop supplies are valued at the lower of 
cost (under the "first-in, first-out" method) or market. 

Capital Assets: 
Capital assets are recorded at cost at the date of acquisition or fair value at the date of donation. For 
equipment, the District's capitalization policy includes all items with a unit cost of $5,000 or more and has an 
estimated useful life in excess of one year. Renovations to buildings, infrastructure and land improvements 
that significantly increase the value or extend the useful life of the structure are capitalized. The costs of 
normal maintenance and repairs that do not add to the value of the asset or materially extend assets' lives 
are charged to operating expense in the year in which the expense is incurred. The District reports 
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LEE COLLEGE DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

AUGUST 31, 2017 and 2016 

depreciation under a single-line item as a business-type unit. Depreciation is computed using the straight­
line method over the estimated useful lives of the assets. 

The following lives are used: 

Buildings 50 years 
Facilities and Other Improvements 20 years 
Furniture, Machinery, Vehicles and Other Equipment 10 years 
Telecommunications and Peripheral Equipment 5 years 
Library Books 15 years 

Unearned Revenues: 
Tuition and fees of $5,265,731 and $5,265,691 have been reported as unearned revenues at 
August 31, 2017 and 2016, respectively. 

Use of Estimates: 
The preparation of financial statements in conformity with U.S. generally accepted accounting principles 
requires management to make estimates and assumptions that affect certain reported amounts and 
disclosures. Accordingly, actual results could differ from those estimates. 

Operating and Non-Operating Revenue and Expense Policy: 
The District distinguishes operating revenues and expenses from non-operating items. The College reports 
as a BT A and as a single, proprietary fund. Operating revenues and expenses generally result from 
providing services in connection with the College's principal ongoing operations. 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 related fees. The major non-operating 
revenues are state appropriations, Federal Pell grants, all Title IV student financial aid grants, and property 
tax collections. Operating expenses include the cost of sales and services, administrative expenses, and 
depreciation on capital assets. 

Long-term Obligations: 
Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the 
bonds using the straight-line method which approximates the effective interest method. Bonds payable are 
reported net of the applicable bond premium or discount. Bond issuance costs are reported as deferred 
charges and amortized over the term of the related debt. 

Net Position: 
Net position represents the difference between assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources. Net investment in capital assets, consists of capital assets, net of 
accumulated depreciation, reduced by the outstanding balance of any borrowing used for the acquisition, 
construction, or improvement of those assets. Net position is reported as restricted when there are 
limitations imposed on the use either through the enabling legislation adopted by the District or through 
external restrictions imposed by creditors, grantors, or law or regulations of other governments. Non­
expendable endowments included in restricted net position represent permanently restricted assets subject 
to restrictions of gift instruments requiring the principal be invested for perpetuity and only the income be 
used for donor-designated purposes. The District's policy is to first apply restricted resources when an 
expense is incurred for purposes for which both restricted and unrestricted new position is available. 

(3) AUTHORIZED INVESTMENTS 

The District is authorized to invest in obligations and instruments as defined in the Public Funds Investment 
Act (Sec. 2256.001 Texas Government Code). Such investments include (1) obligations of the United States 
or its agencies, (2) direct obligations of the State of Texas or its agencies, (3) obligations of political 
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LEE COLLEGE DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

AUGUST 31, 2017 and 2016 

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. 

(4) DEPOSITS AND INVESTMENTS 

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

Cash and Deposits 

2017 2016 

Bank Deposits 
Demand Deposits 635978 3,211,242 

Cash and Cash Equivalents 
Petty Cash on Hand 6,440 6,440 

Total Cash and Deposits 642,418 3,217,682 

During the year ended August 31, 2017, deposits were entirely covered by FDIC insurance or by pledged 
collateral held by the College's agent bank in the College's name. 

Reconciliation of Deposits and Investments to Exhibit 1 

Market Value Market Value 

T:t[>e of Securit:t August 31, 2017 August 31, 2016 

Investments 
Certificates of Deposit 4,003,090 

Money Market 673 3,463,650 

Domestic Equities 6,884 6,884 

Investment Pools 2,569,153 7,569,194 

Land Held for Investment 6,597,000 

Total Investments 9,173,71 0 15,042,818 

Total Cash and Deposits 642,418 3,217,682 

Total Deposits and Investments 9,816,128 18,260,500 

Cash and Cash Equivalents (Exh ibit 1) 642,418 3,217,680 

Short Term Investments (Exhibit 1) 2,201,697 14,667,807 

Endowment Investments (Exhibit 1) 375,013 375,013 

Land Held for Investment (Exhibit 1) 6,597,000 

Total Deposits and Investments (Exhibit 1) 9,816,128 18,260,500 
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LEE COLLEGE DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

AUGUST 31, 2017 and 2016 

As of August 31, 2017, the District had the following investments and maturities: 

Investment Maturities (in Years) 

Investment Type 
Certificates of Deposit 
Money Market 
Domestic Equities 
Investment Pools: 

Investment in TexPool 
Investment in Lone Star Pool 

Land Held for Investment 

Fair Value 

673 
6,884 

2,568,510 
643 

6,597,000 

Less than 1 

673 
6,884 

2,568,510 
643 

6,597,000 

1 to 3 4 to 5 

Total Fair Value 9,173,710 9,173,710 

Interest Rate Risk 

In accordance with state law and District policy, the District does not purchase any investments with maturities 
greater than 10 years. 

Credit Risk 

In accordance with state law and the District's investment policy, investments in mutual fu nds 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's investments in 
investment pools were rated AAA. 

Concentration of Credit Risk 

The District does not place a limit on the amount the District may invest in any one issuer. The District does not 
have a concentration of credit risk. 

Custodial Credit 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. The District does not have a custodial credit risk. 

The local government investment pools such as TexPool and Lone Star Pool are not evidenced by securities in 
physical form. They are managed conservatively to provide safe, efficient and liquid investments to Texas 
governmental entities. The pools both seek to maintain a $1 value per share as required by the Texas Public 
Funds Investment Act. 

Federated Investors manages the assets, provides participant services, and arranges for all custody and other 
functions in support of TexPool operations under a contract with the State Comptroller of Public Accounts. The 
state comptroller maintains oversight responsibility for TexPool, including the ability to influence operations, 
designation of management and accountability for fiscal matters. Although TexPool is not registered with the 
SEC as an investment company, it operates in a manner consistent with the SEC's Rule 2a7 of the Investment 
Company Act of 1940. GASS 31 allows 2a7-like pools to use amortized cost (which excludes unrealized gains 
and losses) rather than market value to report net assets to compute share price. The fair value of the College's 
position in TexPool is the same as the value of TexPool shares. 

Lone Star Investment Pool is administered by First Public. The fair value of the funds in Lone Star is also the 
same as the value of Lone Star shares. 
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LEE COLLEGE DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

AUGUST 31, 2017 and 2016 

Limitations exist for withdrawals in this way: ACH (Automated Clearing House) withdrawals from TexPool or 
Lone Star are restricted to the account designated by the direct deposit form currently on record. The current 
authorized direct deposit form designates only the District Depository Bank as the entity to use for deposits or 
withdrawals by ACH. The Vice President of Finance and Administration must authorize any new or replacement 
direct deposit form that would alter or replace the depository bank. 

Limitations exist for wire transfers in this way: A Wire Transfer to or from TexPool or Loan Star requires two 
signatures from authorized representatives in order to be processed. 

Total Cash and Investments for Lee College Foundation, Component Unit of Lee College District, consist of: 

August 31, 2017 August 31, 2016 

Bank Deposits 
Demand Deposits 1,299,547 768,601 

Type of Security 
Investments, at market value: 

Mutual Funds 11,266,786 9,784,664 

Total Investments 11,266,786 9,784,664 

Total Cash and Investments 12,566,333 10,553,265 

FAIR VALUE MEAUSREMENTS 

Lee College District and Lee College Foundation categorize their fair value measurements within the fair 
value hierarchy established by generally accepted accounting principles. The hierarchy is based on the 
valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted prices in active 
markets for identical assets; Level 2 inputs are significant other observable inputs; Level 3 inputs are 
sign ificant unobservable inputs. 

Lee College District has the following fair value hierarchy of investments as of August 31 : 

August 31, 2017 August31 , 2016 

LEVEL 1 LEVEL 2 LEVEL 3 TOTAL TOTAL 

Domestic Equities 6,884 6,884 6,884 

Land Held for Investment 6,597,000 6,597,000 6,597,000 

TOTAL 6,884 6,597,000 6,603,884 6,603,884 

Lee College Foundation has the following fair value hierarchy of investments as of August 31 : 

August 31, 2017 August 31 , 2016 

LEVEL 1 LEVEL 2 LEVEL 3 TOTAL TOTAL 

Mutual Funds 11 ,266,786 11 ,266,786 9,784,664 

TOTAL 11,266,786 11 ,266,786 9,784,664 
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LEE COLLEGE DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

AUGUST 31 , 2017 and 2016 

(5) DISAGGREGATION OF RECEIVABLES AND PAYABLES BALANCES 

Receivables 

Receivables at year-end were as follows: 

Student Receivables 
Taxes Receivable 
Federal Receivables 
Accounts Receivable 
Interest Receivable 

TOTAL 

Allowance for Uncollectibles 

Accounts Receivable, net 

District 
August31,2017 

4,606,901 
1,518,559 
2,635,161 
1,463,566 

5,784 

10,229,971 

(949,393) 

9,280,578 

District 
August 31, 2016 

3,606,371 
1,533,667 
2,354,464 

477,635 
5,784 

7,977,921 

(958,576) 

7,019,345 

Accounts receivable have been reflected net of an allowance for doubtful accounts in the accompanying 
statements of net assets. Generally the allowances are based upon historical experience in collecting the 
applicable receivables. Allowances for doubtful accounts at year- end are as follows: 

Description 

Taxes Receivable 
Accounts Receivable 

TOTAL 

Payables 

Payables at year-end were as follows: 

Description 

Vendor's Payable 
Accrued Interest 
Other Accruals 

TOTAL 

District 
August 31, 2017 

941,507 
7,886 

949,393 

District 
August 31 , 2017 

1,285,807 
88,838 

577, 111 
1,951 ,756 

District 
August31,2016 

950,874 
7,702 

958,576 

District 
August 31 , 2016 

1,502,048 
90,889 

455,817 

2,048,754 
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LEE COLLEGE DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

AUGUST 31, 2017 and 2016 

(6) CAPITAL ASSETS 

Capital asset activity for the year ended August 31, 2017 was as follows: 

Not Dei2reciated: 
Land 
Construction in Process 

Balance 
August 31, 

2016 

1,393,556 
2,269,522 

Increases Decreases 

(2,269,522) 

Subtotal 3,663,078 (2,269,522) 

Other Ca12ital Assets: 
Buildings 
Land Improvements 
Furniture, Machinery, Vehicles 

and Other Equipment 
Telecommunications and 

Peripheral Equipment 
Library Books 

104,451 ,736 
1,921,847 

22,624,731 

8,097,401 
3,010,200 

12,068,231 

335,610 

589,392 
157,624 

Subtotal 140,105,915 13,150,857 

Accumulated De12reciation: 
Buildings 
Land Improvements 
Furniture, Machinery, Vehicles 

and Other Equipment 
Telecommunications and 

Peripheral Equipment 
Library Books 

(22,599,115) 
(1,11 7,621) 

(18,200,505) 

(7,448,125) 
(1 ,606,844) 

(1,717,189) 
(51 ,917) 

(755,340) 

(219,117) 
(123,214) 

Subtotal (50,972,210) (2,866,777) 

Net Other Capital Assets 89,133,705 10,284,080 

Net Capital Assets 92,796,783 10,284,080 (2,269,522) 

Balance 
August 31, 

2017 

1,393,556 

1,393,556 

116,519,967 
1,921 ,847 

22,960,341 

8,686,793 
3,167,824 

153,256,772 

(24,316,304) 
(1 ,169,538) 

(18,955,845) 

(7,667,242) 
(1 ,730,058) 

(53,838,987) 

99,417,785 

100,811,341 
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NOTES TO FINANCIAL STATEMENTS 

AUGUST 31, 2017 and 2016 

Capital asset activity for the year ended August 31, 2016 was as follows: 

Not De~reciated: 
Land 
Construction in Process 

Subtotal 

Other Ca~ital Assets: 
Buildings 
Land Improvements 
Furniture, Machinery, Vehicles 

and Other Equipment 
Telecommunications and 

Peripheral Equipment 
Library Books 

Subtotal 

Accumulated De~reciation: 
Buildings 
Land Improvements 
Furniture, Machinery, Vehicles 

and Other Equipment 
Telecommunications and 

Peripheral Equipment 
Library Books 

Subtotal 

Net Other Capital Assets 

Net Capital Assets 

Balance 
August 31, 

2015 

1,393,556 
10,906,040 

12,299,596 

91,262,433 
1,890,379 

20,938,667 

7,450,523 
2,858,488 

124,400,490 

(21 ,119,444) 
(1 ,086,563) 

(17,420,880) 

(7,104,692) 
(1,483,630) 

(48,215,209) 

76,185,281 

88,484,877 

Increases 

1,549,067 

1,549,067 

13,189,303 
31,468 

1,686,064 

646,878 
151,712 

15,705,425 

(1,479,671) 
(31,058) 

(779,625) 

(343,433) 
(123,214) 

(2,757,001} 

12,948,424 

14,497,491 

Balance 
August 31 , 

Decreases 2016 

1,393,556 
(10,185,585) 2,269,522 

(10,185,585) 3,663,078 

104,451,736 
1,921,847 

22,624,731 

8,097,401 
3,010,200 

140,105,915 

(22,599,115) 
(1,117,621) 

(18,200,505) 

(7,448,125) 
(1,606,844) 

(50,972,210) 

89,133,705 

(10,185,585) 92,796,783 
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(7) LONG-TERM LIABILITIES 

Long-term liability activity for the year ended August 31, 2017 was as follows: 

Balance Balance 
August 31, August 31, Current 

2016 Additions Reductions 2017 Portion 

Bonds and Leases 
General Obligation Bonds 45,935,000 1,580,000 44,355,000 1,605,000 

Revenue Bonds 8,995,000 895,000 8,100,000 920,000 

Bond Premiums 872,371 47,244 825,127 47,244 

Capital Leases 10,533,128 10,438,218 10,913,257 10,058,089 801,939 

Total Bonds and Leases 66,335,499 10,438,218 13,435,501 63,338,216 3,374,183 

Other Liabilities 
Compensated Absences 597,247 662,906 597,247 662,906 662,906 

Net Pension Liability 7 ,617,638 1,408,721 700,073 8,326,286 

Total Long-term Liabilities 74,550,384 12,509,845 14,732,821 72,327,408 4,037,089 

Long-term liability activity for the year ended August 31, 2016 was as follows: 

Balance Balance 
August 31, August 31, Current 

2015 Additions Reductions 2016 Portion 

Bonds and Leases 
General Obligation Bonds 47,530,000 8,070,000 9,665,000 45,935,000 1,580,000 

Revenue Bonds 9,750,000 8,575,000 9,330,000 8,995,000 895,000 

Bond Premiums 1,347,432 475,061 872,371 47,244 

Capital Leases 11 ,088,416 555,288 10,533,128 604,595 

Total Bonds and Leases 69,715,848 16,645,000 20,025,349 66,335,499 3,126,839 

Other Liabilities 
Compensated Absences 545,583 597,247 545,583 597,247 597,247 

Net Pension Liability 6,300,281 1,955,462 638,105 7,617,638 

Total Long-term Liabilities 76,561,712 19,197,709 21,209,037 74,550,384 3,724,086 
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General information re lated to bonds payable as of Aug ust 31 is summarized below: 

Bond Issue Name: Series 2010 Series 2013 Series 2015 Series 2015 

Purpose of Issue: 

Advance 

Refunding 

Capital 

Improvements 

Advance 

Refunding 

Advance 

Refunding 

Original Amount Authorized: 

Amount Issued: 

2,425,000 

2,425,000 

39,460,000 

39,460,000 

8,070,000 

8,070,000 

8,575,000 

8,575,000 

Issue Date: June 17,2010 August29,2013 October 8, 2015 October 8, 2015 

Type of Bond: Revenue 

General 

Obligation 

General 

Obligation Revenue 

Maturity Date Range: 2011-2020 2021-2037 2016-2020 2016-2027 

Source of Revenue 

for Debt Service: 

Pledged 

Revenues 

Tax 
Revenues 

Tax 

Revenues 

Pledged 
Revenues 

Outstanding Balance: 
August 31, 2017 

August 31, 2016 

825,000 

1,080,000 

39,460,000 

39,460,000 

4,895,000 

6,475,000 

7,275,000 

7,915,000 

Bonds payable are due in annual installments varying from $255,000 to $3,265,000 with the final installment 
due in 2037. 

Interest rates for the General Obligation Bonds vary from 1.490% to 5.000% and on the Revenue Bonds 
from 2.42% to 4.00%. 

Debt Service requirements at August 31, 2017, were as follows: 

Year Ended 

August 31, 

2018 

2019 

2020 

2021 

2022 

2023-2027 

2028-2032 

2033-2037 

TOTAL 

General Obligation Bonds 

PrinciQal Interest Total 

1,605,000 1,923,142 3,528,142 

1,635,000 1,899,227 3,534,227 

1,655,000 1,874,866 3,529,866 

1,570,000 1,850,206 3,420,206 

1,645,000 1,771,706 3,416,706 

9,530,000 7,561,031 17,091,031 

11 ,810,000 5,280,644 17,090,644 

14,905,000 2,189,638 17,094,638 

44,355,000 24,350,460 68,705,460 

PrinciQal 

920,000 

940,000 

970,000 

700,000 

715,000 

3,855,000 

8,100,000 

Revenue Bonds 

Interest 

209,055 

182,604 

155,511 

127,534 

110,594 

284,229 

1,069,527 

Total 

1,129,055 

1,122,604 

1,125,511 

827,534 

825,594 

4,1 39,229 

9,169,527 

Total Bonds 

PrinciQal Interest 

2,525,000 2,132,197 

2,575,000 2,081,831 

2,625,000 2,030,377 

2,270,000 1,977,740 

2,360,000 1,882,300 

13,385,000 7,845,260 

11 ,810,000 5,280,644 

14,905,000 2,189,638 

52,455,000 25,419,987 
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Defeased bonds outstanding: 

The District did not have any defeased bonds outstanding at August 31 , 2017. 

Capital Leases 

During 2017, the District refinanced a capital lease, resulting in reduced debt service payments of $938,833 
over 10.75 years. Proceeds from the original lease were used for a $12.9 million energy improvement 
project. Under the terms of the new lease agreement, the scheduled maturity date of the final lease 
payment is September 23, 2027. The lease agreement qualifies as a capital lease for accounting purposes 
and, therefore, has been recorded at the present value of future minimum lease payments as of the date of 
inception. Future minimum lease payments to be paid are as follows: 

Year Ending Minimum 
August 31 Payment 

2018 1,017,979 
2019 987,357 
2020 1,01 6,040 
2021 1,045,582 
2022 1,076,011 

2023-2027 5,869,415 
2028 312,944 

Total 11 ,325,328 
Less Amount Representing Interest (Rate 2.21 %) (1 ,267,239) 

Present Value of Future Minimum Lease Payments 10,058,089 

Employees of the District are awarded twelve days sick leave per year and may accumulate up to 120 days 
leave; however, accumulated sick leave does not vest and employees are not paid for unused days at the 
time of termination of employment. Employees of the District earn up to 168 hours paid vacation each year 
and may accumulate up to 208 hours. Earned vacation hours are credited to the employee on a monthly 
basis. Accumulated vacation hours in excess of 208 are forfeited. As of August 31, 2017, the value of all 
accumulated vested employee vacation benefits was $662,906 which is included in the accompanying 
statement of net assets. 

(8) OPERATING LEASE COMMITMENTS AND RENTAL AGREEMENTS 

As of August 31, 2017, the District had no significant commitments under non-cancelable operating lease 
agreements. Total rental expenditures under operating leases for the year ended August 31 , 2017 was 
approximately $102,000 and $100,000 for 2016. 
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(9) DEFINED BENEFIT PENSION PLAN 

a. Plan Description 
Lee College District participates in a cost-sharing multiple-employer defined benefit pension that has a 
special funding situation. The plan is administered by the Teacher Retirement System of Texas (TRS). 
TRS's defined benefit pension plan is established and administered in accordance with the Texas 
Constitution, Article XVI, Section 67 and Texas Government Code, Title 8, Subtitle C. The pension trust 
fund is a qualified pension trust under Section 401 (a) of the Internal Revenue Code. The Texas 
Legislature establishes benefits and contribution rates within the guidelines of the Texas Constitution. 
The pension's Board of Trustees does not have the authority to establish or amend benefit terms. 

All employees of public, state-supported educational institutions in Texas who are employed for one-half 
or more of the standard work load and who are not exempted from membership under Texas 
Government Code, Title 8, Section 822.002 are covered by the system. 

b. Pension Plan Fiduciary Net Position 
Detailed information about the Teacher Retirement System's fiduciary net position is available in a 
separately-issued Comprehensive Annual Financial Report that includes financial statements and 
required supplementary information. That report may be obtained on the Internet at 
http://www. trs. texas.qov/TRS%20Documents/cafr 2016.pdf; by writing to TRS at 1000 Red River Street, 
Austin, TX, 78701-2698; or by calling (512) 542-6592. 

c. Benefits Provided 
TRS provides service and disability retirement, as well as death and survivor benefits, to eligible 
employees (and their beneficiaries) of public and higher education in Texas. The pension formula is 
calculated using 2.3 percent (multiplier) times the average of the five highest annual creditable salaries 
times years of credited service to arrive at the annual standard annuity except for members who are 
grandfathered, the three highest annual salaries are used. The normal service retirement is at age 65 
with 5 years of credited service or when the sum of the member's age and years of credited service 
equals 80 or more years. Early retirement is at age 55 with 5 years of service credit or earlier than 55 
with 30 years of service credit. There are additional provisions for early retirement if the sum of the 
member's age and years of service credit total at least 80, but the member is less than age 60 or 62 
depending on date of employment, or if the member was grandfathered in under a previous rule. There 
are no automatic post-employment benefit changes; including automatic COLAs. Ad hoc post­
employment benefit changes, including ad hoc COLAs can be granted by the Texas Legislature as 
noted in the Plan description above. 

d. Contributions 
Contribution requirements are established or amended pursuant to Article 16, section 67 of the Texas 
Constitution which requires the Texas legislature to establish a member contribution rate of not less than 
6% of the member's annual compensation and a state contribution rate of not less than 6% and not 
more than 10% of the aggregate annual compensation paid to members of the system during the fiscal 
year. Texas Government Code section 821.006 prohibits benefit improvements, if as a result of the 
particular action, the time required to amortize TRS' unfunded actuarial liabilities would be increased to a 
period that exceeds 31 years, or, if the amortization period already exceeds 31 years, the period would 
be increased by such action. 

Employee contribution rates are set in state statute, Texas Government Code 825.402. Senate Bill 1458 
of the 83rd Texas Legislature amended Texas Government Code 825.402 for member contributions and 
established employee contribution rates for fiscal years 2014 thru 2017. The 84th Texas Legislature, 
General Appropriations Act (GAA) established the employer contribution rates for fiscal years 2016 and 
2017. 
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Contribution Rates 
2017 2016 

Member 7.70% 7.20% 
Non-Employer Contributing Entity (State) 6.80% 6.80% 

Employers 6.80% 6.80% 

District's 2016 Employer Contributions $ 777,440 
District's 2016 Member Contributions $1,435,177 
NECE 2016 On-Behalf Contributions to District $ 471,925 

The District's contributions to the TRS pension plan in 2017 were $777,440 as reported in the Schedule 
of District Contributions in the Required Supplementary Information section of these financial 
statements. Estimated State of Texas on-behalf contributions for 2017 were $471,925. 

• As the non-employer contributing entity for public education and junior colleges, the State of 
Texas contributes to the retirement system an amount equal to the current employer 
contribution rate times the aggregate annual compensation of all participating members of 
the pension trust fund during that fiscal year reduced by the amounts described below 
which are paid by the employers. 

Public junior colleges or junior college districts are required to pay the employer contribution rate in the 
following instances: 

• On the portion of the member's salary that exceeds the statutory minimum for members 
entitled to the statutory minimum under Section 21.402 of the Texas Education Code. 

• During a new member's first 90 days of employment. 

• When any part or all of an employee's salary is paid by federal funding sources, a privately 
sponsored source, from non-educational and general, or local funds. 

• When the employing district is a public junior college or junior college district, the employer 
shall contribute to the retirement system an amount equal to 50% of the state contribution 
rate for certain instructional or administrative employees; and 100% of the state contribution 
rate for all other employees. 

• In addition to the employer contributions listed above, when employing a retiree of the 
Teacher Retirement System the employer shall pay both the member contribution and the 
state contribution as an employment after retirement surcharge. 
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e. Actuarial Assumptions 
The total pension liability in the August 31, 2016 actuarial valuation was determined using the following 
actuarial assumptions: 

Valuation Date 8/31/2016 
Actuarial Cost Method Individual Entry Age Normal 
Asset Valuation Method Market Value 
Actuarial Assumptions: 

Single Discount Rate 8.00% 
Long-term Expected Investment Rate of Return* 8.00% 

Municipal Bond Rate* N/A* 

Last year ending August 31 in the 2016 to 2115 
Projection period (100 years) 2115 

Inflation 2.5% 
Payroll Growth Rate X.X% 
Salary increases including inflation 3.5% to 9.5% 
Benefit changes during the year None 
Ad hoc post-employment benefit changes None 

*If a municipal bond rate was to be used, the rate would be 2.84 percent as ofAugust 2016 (i.e., the weekly rate 
closest to but not later than the Measurement Date). The source for the rate is the Federal Reserve Statistical 
Release H. 15, citing the Bond Buyer Index ofgeneral obligation bonds with 20 years to maturity and an average 

AA credit rating. 

Actuarial methods and assumptions were updated based on a study of actual experience for the four­
year period ending August 31, 2014, and adopted on September 24, 2015, by the TRS Board of 
Trustees, who have sole authority to determine the actuarial assumptions used for the plan. There were 
no changes to the actuarial assumptions or other inputs that affected the measurement of the total 
pension liability since the prior measurement period. 

There were no changes of benefit terms that affected measurement of the total pension liability during 
the measurement period. 

f. Discount Rate 
The discount rate used to measure the total pension liability was 8.0%. There was no change in the 
discount rate since the previous year. The projection of cash flows used to determine the discount rate 
assumed that contributions from plan members and those of the contributing employers and the non­
employer contributing entity are made at the statutorily required rates. Based on those assumptions, the 
pension plan's fiduciary net position was projected to be available to make all future benefit payments of 
current plan members. Therefore , the long-term expected rate of return on pension plan investments 
was applied to all periods of projected benefit payments to determine the total pension liability. The 
long-term rate of return on pension plan investments is 8.0%. The long-term expected rate of return on 
pension plan investments was determined using a building-block method in which best-estimates ranges 
of expected future real rates of return (expected returns, net of pension plan investment expense and 
inflation) are developed for each major asset class. These ranges are combined to produce the long­
term expected rate of return by weighting the expected future real rates of return by the target asset 
allocation percentage and by adding expected inflation. Best estimates ofgeometric real rates of return 
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for each major asset class included in the Systems target asset allocation as of August 31 , 2016 are 
summarized below: 

Long-Term Expected Contribution 
Expected to 

Target Geometric Real Long-Term 

Asset Class Allocation Rate of Return Portfolio Returns* 

Global Equity 
U.S. 18.0% 4.6% 1.0% 

Non-U.S. Developed 
Emerging Markets 
Directional Hedge Funds 
Private Equity 

13.0% 
9.0% 
4.0% 
13.0% 

5.1% 
5.9% 
3.2% 
7.0% 

0.8% 
0.7% 
0.1% 
1.1% 

Stable Value 
U.S. Treasuries 11.0% 0.7% 0.1% 

Absolute Return 0.0% 1.8% 0.0% 

Stable Value Hedge Funds 4.0% 3.0% 0.1% 

Cash 1.0% -0.2% 0.0% 

Real Return 
Global Inflation Linked Bonds 3.0% 0.9% 0.0% 

Real Assets 16.0% 5.1% 1.1% 

Energy and Natural Resources 3.0% 6.6% 0.2% 

Commodities 0.0% 1.2% 0.0% 

Risk Parity 
Risk Parity 

Inflation Expectation 
Alpha 
Total 

5.0% 

100.0% 

6.7% 0.3% 
2.2% 
1.0% 
8.7% 

* The Expected Contribution to Returns incorporates the volatility drag resulting from the conversion 

between Arithmetic and Geometric mean returns. 

Source: Teacher Retirement System of Texas 2016 Comprehensive Annual Financial Report 

Discount Rate Sensitivity Analysis 
The following schedule shows the impact of the Net Pension Liability if the discount rate used was 1 % 
less than and 1 % greater than the discount rate that was used (8%) in measuring the 2016 Net Pension 

Liability. 

1% Decrease 1% Increase in 

in Discount Discount Rate Discount Rate 

Rate (7.0%) (8.0%) (9.0%) 

District's proportionate 
share of the net pension 
liability: $12,886,285 $8,326,286 $4,458,484 
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g. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred 
Inflows of Resources Related to Pensions 

At August 31, 2017, the District reported a liability of $8,326,286 for its proportionate share of the TRS's 
net pension liability. This liability reflects a reduction for State pension support provided to the District. 
The amount recognized by the District as its proportionate share of the net pension liability, the related 
State support, and the total portion of the net pension liability that was associated with the District were 
as follows: 

District's proportionate share of the collective net pension liability $ 8,326,286 

State's proportionate share that is associated with Lee College District 5,601,675 

$13,927,961 Total 

The net pension liability was measured as of August 31, 2016 and the total pension liability used to 
calculate the net pension liability was determined by an actuarial valuation as of that date. The 
employer's proportion of the net pension liability was based on the employer's contributions to the 
pension plan relative to the contributions of all employers to the plan for the period September 1, 2015 
thru August 31, 2016. 

At the measurement date of August 31 , 2016, the employer's proportion of the collective net pension 
liability was 0.0220339%, which was an increase (decrease) of 0.0004839% from its proportion 
measured as of August 31 , 2015. 

For the year ended August 31, 2017, the District recognized pension expense of $581,320 and revenue 
of $581 ,320 for support provided by the State. 

At August 31, 2017, the District reported its proportionate share of the TRS's deferred outflows of 
resources and deferred inflows of resources related to pensions from the following sources: 

Deferred Deferred 
Outflows of Inflows of 
Resources Resources 

Differences between expected and actual 
economic experience 

$ 130,555 $248,618 

Changes in actuarial assumptions 253,770 230,794 

Difference between projected and actual 
investment earnings 

705,053 

Changes in proportion and difference between 
the employer's contributions and the 67,932 387,918 
proportionate share of contributions 

Contributions paid to TRS subsequent to the 
measurement date 

777,440 

Total $1 ,934,750 $867,330 
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The net amounts of the employer's balances of deferred outflows and inflows of resources related to 
pensions will be recognized in pension expense as follows: 

Pension
Year Ended Expense
August 31: Amount 

2018 $ (2,018) 
2019 $ (2,018) 
2020 $ 447,699 
2021 $ (36,565) 
2022 $ (135,595) 

Thereafter $ 18,477 

(10) OPTIONAL RETIREMENT PLAN 

Plan Description. Participation in the Optional Retirement Program is in lieu of participation in the Teacher 
Retirement System. The optional retirement program provides for the purchase of annuity 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 legislature. The percentages of participant salaries currently contributed by the state and each 
participant are 6.6% and 6.65%, respectively. The college contributes 1.9% for employees who were 
participating in the optional retirement program prior to September 1, 1995. Benefits fully vest after one year 
plus one day of employment. Because these are individual annuity contracts, the state has no additional or 
unfunded liability for this program. 

The retirement expense to the state for the college was $1,671,701 and $1 ,549,281 for the fiscal years 
ended August 31, 2017 and 2016, respectively. This amount represents the portion of expended 
appropriations made by the state legislature on behalf of the college. 

The total payroll for all college employees was $32,115,673 and $29,446,589 for fiscal years 2017 and 2016, 
respectively. The total payroll of employees covered by the Teacher Retirement System was $18,635,605 
and $16,825,244, and the total payroll of employees covered by the Optional Retirement Program was 
9,700,686 and $9,440,906 for fiscal years 2017 and 2016, respectively. 

(11) DEFERRED COMPENSATION PROGRAM 

District employees may elect to defer a portion of their earnings for income tax and investment purposes 
pursuant to authority granted in Government Code 609.001 . 

(12) POST RETIREMENT 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 insurance premiums. The 
state's contribution per full-time employee was $617 to $1 ,798 per month for the year ended 
August 31, 2017 ($577 to $1,679 per month for 2016) and totaled $1 ,853,939 for 2017 ($1 ,730,096 for the 
year ended 2016). The cost of providing those benefits for 198 retirees in the year ended 2017 was 
$729,108 (retiree benefits for 202 retirees cost $671 ,540 in 2016). For 417 active employees, the cost of 
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providing benefits was $1,124,831 for the year ended 2017 (active employee benefits for 383 active 
employees cost $1,058,556 for the year ended 2016). 

(13) INCOME TAXES 

The District is exempt from income taxes under Internal Revenue Code Section 115, Income of States, 
Municipalities, Etc., although unrelated business 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 unrelated business income tax liability for fiscal years 2011 and 2010. 
The Foundation is exempt from Federal income taxes under Section 501 (c)(3) of the Internal Revenue 
Code. 

(14) AD VALOREM TAXES 

Delinquent taxes receivable are shown in the accompanying statements of net position net of the allowance 
for doubtful taxes of $941,507 and $950,874 for fiscal years 2017 and 2016, respectively. Allowances for 
uncollectibles are based upon historical experience in collecting property taxes. Uncollectible personal 
property taxes are periodically reviewed and written off, but the District is prohibited from writing off real 
property taxes without specific statutory authority from the Texas Legislature. 

The District's Ad Valorem property tax is levied by October 1, on the assessed value listed as of the prior 
January 1, for all real and business personal property located in the District. Taxes are due on receipt of the 
tax bill and are delinquent if not paid before February 1 of the year following the year in which imposed. On 
January 1 of each year, a tax lien attaches to property to secure the payment of all taxes, penalties, and 
interest ultimately imposed. 

At August 31 : 

2017 2016 
Assessed Valuation of the District 13,291,171,816 12,682,744,152 
Less: Exemptions (2,271,981,461) (2,248,827,690) 
Less: Abatements 
Net Assessed Valuation of the District 11,019,190,355 10,433,916,462 

2017 2016 
Current Debt Current Debt 

Operations Service Total Operations Service Total 

Authorized Tax Rate 
per $100 valuation 
(Maximum per Enabling 
Leqislation) 0.280000 0.500000 0.780000 0.280000 0.500000 0.780000 

Assessed Tax Rate per 
0.250200$100 valuation 0.213200 0.032100 0.245300 0.215700 0.034500 
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Taxes levied for the year ended August 31, 2017 and 2016 amounted to $27,030,077 and $26,105,307, 
respectively including any penalty and interest assessed. Tax collections follow: 

2017 2016 

Current Debt Current Debt 
Operations Service Total Operations Service Total 

Current Taxes 
Collected 22,786,951 3,432,070 26,219,021 21,894,492 3,502,205 25,396,697 

Delinquent Taxes 
Collected 390,649 62,488 453,137 322,316 51 ,557 373,873 

Penalties & 
Interest Collected 234,720 37,545 272,265 243,774 38,682 282,456 

Total Collections 23,412,320 3,532,103 26,944,423 22,460,582 3,592,444 26,053,026 

Total tax collections for the year ended August 31, 2017 and 2016 were 103% and 100%, respectively of the 
current tax levy. Property tax revenue is recognized in the fiscal year in which the taxes are levied and is 
restricted to either maintenance and operations or interest and sinking expenditures. 

During 2017, tax collections from one petrochemical complex within the District's taxing authority 
represented approximately 28% of total tax revenues. 

CONTRACT AND GRANT AWARDS 

At August 31, 2017, there were no contract or grant awards funds already committed, e.g., multi-year 
awards, or funds awarded during fiscal year 2017 for which monies have not been received nor funds 
expended. 

DONATED PROPERTY AND MATERIALS 

Donated property, plant and equipment are recorded as investment in plant at estimated fair market value at 
date of donation. Donated materials or consumable goods and supplies are not recorded in the financial 
statements, as such items are generally not material to the operations of the District. 

RISK MANAGEMENT 

The District is exposed to various risks of loss related to theft of, damage to, and destruction of assets; 
errors and omissions; injuries to employees; and natural disasters. The District purchases commercial 
insurance for claims related to risks except loss due to theft and general liability. 

The District is essentially self-insured for risks arising from theft of property. Losses, if any, are funded on 
an as incurred basis. As a governmental entity, the District is essentially exempt from general liability claims 
and, accordingly, carries no general liability insurance. 

The District obtains its property/casualty coverage through the PCAT - Property Casualty Alliance ofTexas 
(Fund). The Fund is a modified self-funded plan of coverage offered to education based political 
subdivisions. Under the Fund, participants join together in a pool to purchase coverage for their property 
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and liability exposures, as well as claim administration and loss control services. As a participant in the 
Fund, the District is not responsible for its own unpaid claims. Accordingly, no liabilities for unpaid claims 
have been recorded in the accompanying financial statements. Premiums paid by the District are expensed 
over the coverage period. 

The District retains risk of loss, in the form of policy deductibles of $100,000 for damage to or destruction of 
assets and $10,000 for educator's legal liability. Current coverage amounts are substantially unchanged 
from prior year amounts and settled claims have not exceeded the commercial coverage in any of the past 
three fiscal years. 

(18) COMMITMENTS AND CONTINGENCIES 

As of August 31, 2017, the District was not involved in any lawsuits or other legal actions which, in 
Administration's opinion (based on discussions with legal counsel) would result in any direct loss to the 
District which would be material to its financial position. 

(19) RESTATEMENT OF NET POSITION 

During the year, management determined that the District had been gifted 126 acres of land approximately 
50 years ago and that the value of the land had not been reflected in the financial statements of the District 
in prior years. The land is being held by the District as an investment and meets the Governmental 
Accounting Standards Board Statement No. 72 definition of an investment held primarily to generate cash or 
to generate cash when sold. The most current valuation of the 126 acres was $6,597,000 from an appraisal 
dated March 22, 2014. Net Position of the District has been restated as follows: 

August 31, 
2017 2016 

Beginning Net Position, as previously reported 36,915,395 36,620,738 

Restatement for land held for investment 6,597,000 6,597,000 

Beginning net position, as restated 43,512,395 43,217,738 
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REQUIRED SUPPLEMENTARY INFORMATION 

Required supplementary information includes financial information and 
disclosures required by the Governmental Accounting Standards Board but not 
considered a part of the basic financial statements. 
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LEE COLLEGE DISTRJCT 

SCHEDULE OF THE DISTRICT'S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY 

TEACHER RETIREMENT SYSTEM 

FOR THE YEAR ENDED AUGUST 31, 2017 

Measurement Year Ended August 31, 

2016 2015 2014 

0.0220339% 0.0215500% 0.0235865%
District's Proportion of the Net Pension Liability (Asset) 

District's Proportionate Share ofNet Pension Liability (Asset) $ 8,326,286 $ 7,617,638 $ 6,300,281 

States Proportionate Share of the Net Pension Liability (Asset) associated with the District 5,601,675 5,069,116 4,073,639 

$ 13,927,961 $ 12,686,754 s 10,373,920Total 

District's Covered Employee Payroll $ 16,825,244 s 15,191,023 $ 14,140,263 

District's Proportionate Share ofthe Net Pension Liability (Asset) 49.49% 50.15% 44.56% 

as a percentage of its Covered Employee Payroll 

78.00% 78.43% 83.25%
Plan Fiduciary Net Position as a percentage ofthe Total Pension Liability 

Note: Only three years ofdata is presented in accordance with GASB #68, paragraph 13 8. "The information for all periods for the I 0-year schedules that are 

required to be presented as required supplementary information may not be available initially. In these cases, during the transition period, that information should 

be presented for as many years as are available. The schedules should not include information that is not measured in accordance with the requirements of th.is 

Statement." 
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LEE COLLEGE DISTRICT 

SCHEDULE OF THE DISTRICT CONTRIBUTIONS 

TEACHER RETIREMENT SYSTEM 

FOR THE YEAR ENDED AUGUST 31, 2017 

Fiscal Year Ended August 31, 

2017 2016 

Contractually Required Contribution $ 777,440 $ 700,073 $ 

Contribution in Relation to the Contractually Required Contribution (777,440) (700,073) 

Contribution Deficiency (Excess) $ $ $ 

District's Covered Employee Payroll $ 18,635,605 $ 16,825,244 $ 

Contributions as a percentage of Covered Employee Payroll 4.17% 4.16% 

2015 

611,357 

(611,357) 

15,191,023 

4.02% 

Note: Only three years of data is presented in accordance with GASB #68, paragraph 138. "The information for all periods for the I 0-year schedules 
that are required to be presented as required supplementary information may not be available initially. In these cases, during the transition period, that 
information should be presented for as many years as are available. The schedules should not include information that is not measured in accordance 
with the requirements of this Statement." 
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LEE COLLEGE DISTRICT 
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION 
FOR THE YEAR ENDED AUGUST 31, 2017 

Defined Benefit Pension Plan 

Changes of benefit terms 

There were no changes of benefit terms that affected measurement of the total pension liability during the 
measurement period. 

Changes of assumptions 

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

This section includes financial information and disclosures not required by the 
Governmental Accounting Standards Board and not considered a part of the 
basic financial statements. It may, however, include information which is 
required by other entities. 
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lee College District 
ScheduleA 

Schedule of Detailed Operating Revenues 
For lhe Year Ended August 31, 2017 

(With Memorandum Totals fOf the Year Ended August 31, 2016) 

FY 2017 Total FY 2016 Total 

s 5,041,061 $ 4,916,926 
3,324,310 3,668,733 

491,837 436,869 
313.125  457,606 
117,967 167,862 

1413 178 1309404 
10 701 478 $ 10 957 400 

597,002 463,307 
313,698 356,091 
900,085 864,379 

1,737,100 1,921,253 
310 982 287 222 

$ 3 858 868 3 892 252 

(776,308) (667,.89) 
(1,101,720) (1,196,255) 

(313,237) (373,928) 

(2,857,506) (2,531 ,929) 
(149240) (114 631) 

{5,198,011) $ (4,864.232} 
9 362 335 $ 9965 420 

4,050,634 2,570,352 
592,735 513,231 

26,509 
23,502 

4S7 905 483 310 
5 124 776 $ 3 593,402 

600,724 323,266 
261 ,871 

109 004 151545 
s 709 728 s 736682 

$ 15,196,839 1-4 295,504 
(Exhlbit2) (Ell:hlbil2) 

Tuition 

Fees 

State Funded Courses 
ln•Dislrict Resident Tuition 
OUl•Of•Dislrict Resident Tuition 
TPEG•Credit (set aside)" 
Non•Residenl Tuition 

Stale-Funded Continuing Education 
TPEG Noo•Credit (set aside)" 

Non·Sli!ile Funded Conlinuing Educauon 
To!al Tuition 

General Fee 
Student Service Fee 
Lab Fee 
Building Use Fees 
Other Fees 

Total Fees 

Scholarship Allowances and Discounts 
Scholarship Allowances 
Remissions and E11:emptioos 
TPEG Allowances 
State Grants to Students 
Federal Grants to Sludents 
Olher 

Total Scholarship Allowances and Discounts 
Total Net Tuition and Fees 

Additional Operating Revenues 
Federal Granls and Contracts 
State G,anls and Contracts 
local Grants and Contracts 
Nongovernmental Grants al'ld Contracts 
Sales and Services of Educational Activities 
Investment Income(program restricted) 
Other Operating Revenues 

Total Additional Operating Revenues 

Au>riliary Enterprises 
Bookstore 
Food Service 
Other Amciliary Services 

Tolal Net Auxiliary Enterprises 

Total Operating Revenues 

Unrestricted 

5,04t,061 
3,324,310 

491,837 
313,125 
117,967 

1413.178 
10 701 478 

597,002 

900,085 
1,737,100 

310 982 
3 545 169 

{776,308) 
(1,101 ,720) 

(313,237) 

(2,857,506) 
(149,240) 

(5 198011) 
9 048 637 

23,502 

457 905 
481 407 

109 004 

9,530,043 

Restricted Total Ed1JCational Activi!Ies 

5,041 ,061 
3,324,310 

491,837 
313,125 
117,967 

s 

1413178 
10 701 478 

597,002 

900,085 
1,737,100 

310982 
s 3 545 169 

(776,308) 
(1,101,720) 

(313,237) 

(2,857,506) 
(1 49,240) 

(5,198,011) 
9,048,637 

4,050,634 4,050,63-4 
592,735 592,735 

23,502 

457 905 
4 643 369 5.124 776 

109 004 
109 004 

$ 4,643 369 14,282,416 

Au11:illary Enterprises 

s 

313,698 

313698 

313,698 

s 

$ 

600,724 

600 724 

914.423 

In accordance with Education Code 56,033, tuition of $491,837 and $436,869 for years August 31, 2017 and 2016 respeciJvefy, was set aside for Texas Public Education Grants (TPEG). 
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Lee College District 

Schedule B 

Schedule of Operating Expenses By Object 

For the Year Ended August 31, 2017 

(with Memorandum Totals for the Year ended August 31 , 2016) 

Oeerating Exeenses 

Benefits 

Salaries and Other 

Wages State Local Expenses FY 2017 Total FY 2016 Total 

Educational Activities 
$ 3,552,579 $ 1,123,770 $ 21,144,902 $ 19,646,561

Instruction $ 16,468,553 
$ 236,176 1,004,900 2,335,907 2,020,967

Public Service 1,094,831 
2,324,885 $ 501 ,522 814,788 3,641 ,194 3,249,265

Academic Support 
3,145,450 $ 678,533 397,540 4,221,523 3,849,864 

Student Services 
10,613,619 10,082,062 

Institutional Support 5,253,697 $ 1,133,322 4,226,600 

Operation and Maintenance of Plant 1,691 ,348 $ 364,856 3,129,720 5,185,924 5,129,929 

Scholarships and Fellowships 

29,978,764 6,466,988 10,697,318 47,143,070 43,978,648 
Total Unrestricted Educational Activities 

34,135 1,048,899 2,843,926 2,460,342
Instruction 198,200 1,562,693 

70,259 174,147 184,412
Public Service 103,888 

Academic Support 157,203 220,607 41,623 109,270 528,702 328,094 

907,845 298,470 235,970 745,745 2,188,030 1,872,285
Student Services 

1,436,512 
Institutional Support 361,772 498,521 84,290 359,486 1,304,069 

41,474 41,474 42,635
Operation and Maintenance of Plant 

5,924,643 6 064,593 7,466,568 
Scholarships and Fellowships 139,950 

Total Restricted Educational Activities 1,764,969 2,684,179 396,017 8,299,776 13,144,942 13,790,848 

18,997,094 60,288,011 57,769,496 
Total Educational Activities 31 ,743,733  2,684,179 6,863,005 

Auxiliary Enterprises 381,825 96,267 1,170,257 1,648,349 2,385,111 

1,769,106 1,769,106 1,510,729 
Depreciation Expense-Buildings and Improvements 

1,097,671 1,097,671 1,246,272
Depreciation Expense-Equipment and Furniture 

$32,125,558 $ 2,684,179 $ 6,959,273 $ 23,034,128 $ 64,803,137 $ 62,911,608
Total Operating Expenses 

(Exhibit 2) (Exhibit 2) 
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Lee College District 

Schedule C 

Schedule of Non-Operating Revenues and Expenses 

For the Vear Ended August 31, 2017 

(with Comparative Data for the Vear Ended August 31, 2016) 

FY 2016 

Unrestricted Restricted FY 2017 Total Total 

NON-OPERATING REVENUES 

Education and General State Support $ 9,522,065 $ $ 9,522,065 $ 9,619,812 

State Group Insurance 1,853,939 1,853,939 1,730,096 

State Retirement Matching 830,240 830,240 769,608 

Total State Support 9,522,065 2,684,179 12,206,244 12,119,516 

23,410,884 23,410,884 22,448,452Maintenance Ad Valorem Taxes 
3,595,267General Obligation Bond Taxes 3,527,955 3,527,955 

Federal Non-Operating Grants 8,898,608 8,898,608 9,814,833 

970,042 970,042 1,630,962Gifts 
76,684 76,834Investment Income 76,684 

TRS on Behalf Revenue 
677,876 677,876 1,040,389Payments in Lieu of Taxes 

Other Non-Operating revenue 581,320 581,320 722,268 
51,448,521Total Non-Operating Revenues 34,657,551 15,692,062 50,349,613 

NON-OPERATING EXPENSES 

Interest on Capital Related Debt 2,475,734 2,475,734 2,537,757 

Other Non-Operating Expenses 

Total Non-Operating Expenses 2,475,734 2,475,734 2,537,757 

Net Non-Operating Revenues $ 34,657,551 $ 13,216,328 $ 47,873,879 $ 48,910,764 

(Exhibit 2) (Exhibit 2) 
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lee College District 

Schedule D 

Schedule of Net Position by Source and Availability 

For the Year Ended August 31, 2017 

With Memorandum Totals for the Year Ended August 31, 2016 

Detail by Source 11 Available for Current Operations 

Restricted 

Capital Assets 
Net of 

Depreciation and 
Related Debi Yes No

Unrestricted Expendable Non-Expendable Total 

Current 
3,682,659 $ 3,682,659 $

Unrestricted $ 3,682,659 $ $ $ 

Restricted 

Auxiliary Enterprises 

Loan 
375,013 375,013 375,013

Endowment 

Plant 

Unexpended 

Debt Service 
37,722,303 37,722,303 37,722,303

Investment in Plant 

Total Net Position, August 31, 2017 $ 3,682,659 $ $ 375,013 $ 37,722,303 $ 41,779,975 $ 3,682,659 $ 38,097,316 

375,013 $ 35,466,164 $ 43,512,395 $ 1,074,218 $ 35,841,177
Total Net Position, August 31, 2016 $ 7,671,218 $ $ 

2,256,139
Net Increase (Decrease) in Net Assets $ (3,988,559) $ $ $ 2,256,139 $ (1,732,420! $ 2,608,441 $ 

(Exhibit 2) 
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LEE COLLEGE DISTRICT 

SCHEDULE E 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

For the Year Ended August 31 , 2017 

Federal Pass Through Disbursements
Federal Granter/ 

Pass Through Grantor/ CFDA Granto(s Pass Through to and 

Number Number Subrecieients Exeenditures
Program Title 

U.S. Department of Education 

Direct Programs: 

Student Financial Assistance Cluster 
$ $ 42,499

SEOG 2016-17 84.007 
11,538SEOG 2017-18 84.007 
96,471

Federal College Workstudy Program 2016-17 84.033 
11,845

Federal College Workstudy Program 2017-18 84.033 

Federal PELL 2015-16 84.063 (714) 

Federal PELL 2016-17 84.063 4,399,586 

84.063 1,794,261
Federal PELL 2017-18 

(7,618)
Direct Loan Program 2015-16 84.268 

Direct Loan Program 2016-17 84.268 2,546,038 
4,702

Direct Loan Program 2017-18 84.268 
8,898,608

Total Financial Assistance Cluster 

510,619
Title Ill - STEM and Articulation Transformation (SAT) Program 84.031C 

84.031C 45,161
Title Ill - LC STEM Project 

84.031S 142,381
Title V - Lee College Title V Project 

698,162
Total CFDA 84.031 

TRIO Cluster 
234,853

Student Support Services 84.042A 

Educational Opportunity Center 84.066A 230,465 
465,318

Total TRIO Cluster 

Lee College Weekend College - FITW 84.116F 606,636 

Pass-Through From: 
Texas Higher Education Coordinating Bd. 

84.048 174243 248,414
Cart Perkins Vocational Education - Basic 16-17 

10,917,138
Total U.S. Department of Education 

U.S. Department of Labor 

Pass-Through From: 
San Jacinto College 

H-1B Ready to Work Job Training Grant 17.268 DOL531713003 848,604 

Pass-Through From: 

Texas Workforce Commission 

WIOA Dislocated Worker Formula Grant 17.278 2817WOS000 4,742 

853,347
Total U.S. Department of Labor 

Institute of Museum and Library Services 

Pass-Through From: 

Texas State Library & Archives Commission 
74,999

Special Projects Grant Program 45.310 
7,459

TexTreasures Grant Program 45.310 

82,458
Institute of Museum and Library Services 

National Science Foundation 

Direct Programs: 
NSF ATE Workshops for Physics Faculty 47.076 12,245 

12,245
Total National Science Foundation 

U.S. Small Business Administration 

Pass-Through From: 
University of Houston 

Small Business Development Center 2015-16 59.037 6-603001-EZ-0015 7,023 

Small Business Development Center 2016-17 59.037 7-603001-EZ-0020 77,032 

84,055
Total U.S. Small Business Administration 

Economic Development Administration 
11.30 1,000,000

Economic Development Assistance Program 

$ 12,949,242 
Total Expenditures of Federal Awards 

Schedule Continued on Following Page. 
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SCHEDULE E (Continued) 

Note 1: Federal Assistance Reconciliation 

4,050,634
Federal Grants and Contracts Revenues per Schedule A 

8,898,608
Federal Grants and Contracts Revenues per Schedule C 

Less: lndirecVAdministrative Costs Recoveries 

Add: Cost of Capital Asset Acquisitions 

Add: General Services Surplus Property Acquisitions 

12,949,242
Total Federal Revenues per Schedule of Expenditures of Federal Awards 

Note 2: Significant accounting policies used In preparing the schedule. 

The expenditures included in the schedule are reported for the District's fiscal year. Expenditure reports to funding 

agencies are prepared on the award period basis. The expenditures reported above represent funds which have 

been expended by the college for the purposes of the award. 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 schedule 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 agencies. 

The District has followed all applicable guidelines issued by various entities in the preparation of the schedule. 

The District has elected not to use the 10% de minimus indirect cost rate. 
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LEE COLLEGE DISTRICT 
SCHEDULE F 

SCHEDULE OF EXPENDITURES OF STATE AWARDS 

For the Year Ended August 31, 2017 

Grant 
Contract 
Number Expenditures

Grantor Agency/Program Title 

Texas Higher Education Coordinating Board 
$ 39,672

Texas College Work Study 16-17 
(342)Texas Education Opportunity Grant 15-16 

265,223
Texas Education Opportunity Grant 16-17 

75,863Texas - STEM Challenge Scholarship Program 
21,235Nursing & Allied Health - NIGP Lab & Sim Grant 

Nursing & Allied Health - NIGP Build Sim & Skills Lab 147,672 

549,323
Total Texas Higher Education Coordinating Board 

Texas Workforce Commission 
Small Business Program 2815SSD002 41,990 

Small Business Program 2817SSD001 1,422 

43,412
Total Texas Workforce Commission 

$ 592,735
Total State Financial Assistance 

Note 1: State Assistance Reconciliation 

State Revenues - per Schedule A 
State Financial Assistance 

Per Schedule of expenditures of state 
$ 592,735

awards 

State Financial Assistance 

Continuing Education tuition and fees 

included in Schedule A captioned 

"Tuition and Fees" 

$ 592,735
Total State Revenues per Schedule 2-A 

Note 2: Significant Accounting Policies Used In Preparing the Schedule 

The accompanying schedule is presented using the accrual basis of accounting. 

See Note 2 to the financial statements for Lee College's significant accounting policies. 

These expenditures are reported on Lee College's fiscal year. Expenditure reports to 

funding agencies are prepared on the award period basis. 
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Independent Auditor's 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 

Board ofRegents 
Lee College District 
Baytown, Texas 77520 

Members of the Board of Regents: 

We have audited, in accordance with the 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, the basic financial statements 

of Lee College District (the District) as of and for the years ended August 31, 2017 and 2016, and 

the related notes to the financial statements, which collectively comprise Lee College District's 

basic financial statements, and have issued our report thereon dated December 11 , 2017. 

Internal Control over Financial Reporting 

In planning and performing our audit, we considered Lee College District's internal control over 

financial repo11ing (internal control) to determine the audit procedures that are appropriate in the 

circumstances for the purpose of expressing our opinions on the financial statements, but not for 

the purpose ofexpressing an opinion on the effectiveness ofLee College District' s internal control. 

Accordingly, we do not express an opinion on the effectiveness of the District's internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course ofperforming their assigned functions, to prevent 

or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or 

combination of deficiencies, in internal control such that there is a reasonable possibility that a 

material misstatement of the entity's financial statements will not be prevented or detected and 

corrected on a timely basis. A significant deficiency is a deficiency, or a combination of 

deficiencies, in internal control that is less severe than a material weakness, yet important enough 

to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph 

of this section and was not designed to identify all deficiencies in internal control that might be 
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material weaknesses or significant deficiencies and therefore, material weaknesses or significant 
deficiencies may exist that were not identified. Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we considered to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Lee College District's financial 
statements are free of material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could 
have a direct and material effect on the dete1mination 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 ofour tests disclosed no instances of 
noncompliance or other matters that are required to be reported unde~ Government Auditing 
Standards. 

Public Funds Investment Act 

We have perfo1med tests designed to verify Lee College District's compliance with the 
requirements of the Public Funds Investment Act. During the year ended August 31, 2017, no 
instances of noncompliance were found. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results ofthat testing, and not to provide an opinion on the effectiveness ofthe 
entity's internal control or on compliance. This report is an integral pait of an audit performed in 
accordance with Government Auditing Standards in considering the entity's internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 

Respectfully submitted, 

Lovvorn & Kieschnick, LLP 
December 11, 2017 
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Independent Auditor's Report on Compliance 
for Each Major Program and on Internal Control 

Over Compliance Required by the Uniform Guidance 

Board of Regents 
Lee College District 
Baytown, Texas 77520 

Members of the Board ofRegents: 

Report on Compliance for Each Major Federal Program 

We have audited Lee College District's compliance with the types of compliance requirements 
described in the 0MB Compliance Supplement that could have a direct and material effect on 
each of Lee College District's major federal programs for the year ended August 31, 2017. Lee 
College District's major federal programs are identified in the summary of auditor's result 
section of the accompanying schedule of findings and questioned costs. 

Management's Responsibility 

Management is responsible for compliance with the requirements of laws, regulations, contracts, 
and grants applicable to its federal programs. 

Auditor's Responsibility 

Our responsibility is to express an opinion on compliance for each of Lee College District's 
major federal programs based on our audit of the types of compliance requirements referred to 
above. 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 Government Auditing Standards, issued by the Comptroller General of the United States; and 
the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards 
(Uniform Guidance). Those standards and the Uniform Guidance require that we plan and 
perfo1m the audit to obtain reasonable assurance about whether noncompliance with the types of 
compliance requirements referred to above that could have a direct and material effect on a 
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major federal program occurred. An audit includes examining, on a test basis, evidence about 
Lee College District's compliance 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 om opinion on compliance for each 
major federal program. However, our audit does not provide a legal determination on Lee 
College District's compliance. 

Opinion on Each Major Federal Program 

In our opinion, Lee College District complied, in all material respects, with the types of 
compliance requirements refened to above that could have a direct and material effect on each of 
its major federal programs for the year ended August 31, 2017. 

Report on Internal Control Over Compliance 

Management of Lee College District is responsible for establishing and maintaining effective 
internal control over compliance with the types of compliance requirements refened to above. In 
planning and performing our audit of compliance, we considered Lee College District's internal 
control over compliance with the types of requirements that could have a direct and material 
effect on each major federal program to determine the auditing procedures that are appropriate in 
the circumstances for the purpose of expressing an opinion on compliance for each major federal 
program and to test and report on internal control over compliance in accordance with the 
Uniform Guidance, 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 ofLee College District's internal control over compliance. 

A deficiency in internal control over compliance exists when the design or operation of a control 
over compliance does not allow management or employees, 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 program on a timely basis. A material weakness in internal 
control over compliance is a deficiency, or combination of deficiencies, in internal control over 
compliance, such that there is a reasonable possibility that material noncompliance with a type of 
compliance requirement of a federal program will not be prevented, or detected and conected, on 
a timely basis. A significant deficiency in internal control over compliance is a deficiency, or 
combination of deficiencies, in internal control over compliance with a type of compliance 
requirement of a federal program that is less severe than as material weakness in internal control 
over compliance, yet important enough to merit by those charged with governance 

Our consideration of internal control over compliance was for the limited purpose described in 
the first paragraph of this section and was not designed to identify all deficiencies in internal 
control over compliance that might be deficiencies, significant deficiencies, or material 
weaknesses. We did not identify any deficiencies in internal control over compliance that we 
consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
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The purpose of this report on internal control over compliance is solely to describe the scope of 
our testing of internal control over compliance and the results of that testing based on the 
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other 
purpose. 

Respectfully submitted, 

 
Lovvorn & Kieschnick, LLP 
December 11, 2017 
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LEE COLLEGE DISTRICT 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDED AUGUST 31 , 2017 

A. Summary of Auditor's Results 

1. Financial Statements 

Type of auditor's report issued: 

Internal control over financial reporting: 

One or more material weakness(es) identified? 

One or more significant deficiencies identified that 
are not considered to be material weaknesses? 

Noncompliance material to financial 
statements noted? 

2. Federal Awards 

Internal control over major programs: 

One or more material weakness(es) identified? 

One or more significant deficiencies identified that 
are not considered to be material weaknesses? 

Type of auditor's report issued on compliance for 
major programs: 

Any audit findings disclosed that are required 
to be reported in accordance with Title 2 U.S. 
Code of Federal Regulations (CFR) Part 200? 

Identification of major programs: 

CFDA Number(s) 

84.007 
84.033 
84.063 
84.268 
17.268 

11.3 

Dollar threshold used to distinguish between 
type A and type B programs: 

Auditee qualified as low-risk auditee? 

B. Financial Statement Findings 

NONE 

C. Federal Award Findings and Questioned Costs 

NONE 

Unmodified 

Yes X No 

Yes ...1$.._ None Reported 

Yes X No 

Yes X No 

Yes ...1$.._ None Reported 

Unmodified 

Yes X No 

Name of Federal Program or Cluster 

Student Financial Assistance Programs Cluster: 
Federal Supplemental Education Opportunity 

Grant Program 
Federal Work Study Program 
Federal Pell Grant Program 
Direct Loan Program 

H1 B Ready to Work Job Training Grant 
Economic Development Assistance Program 

$750,000 

X Yes No 
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LEE COLLEGE DISTRICT 
SCHEDULE OF CORRECTIVE ACTION PLAN 
YEAR ENDED AUGUST 31 , 2017 

Program 

N/A 

Corrective Action Plan 

No Corrective Action Required 

55 



LEE COLLEGE DISTRICT 
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 
YEAR ENDED AUGUST 31, 2017 

Finding/Recommendation Current Status 

N/A - No Prior Findings 

Management's Explanation 
If Not Implemented 
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