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PATTILLO, BROWN & HILL, rL.L.P.

CERTIFIED PUBLIC ACCOUNTANTS m BUSINESS CONSULTANTS

INDEPENDENT AUDITORS’ REPORT

To the Board of Trustees
Victoria County Junior College District
Victoria, Texas

We have audited the accompanying financial statements of the Victoria County Junior College District, as of and
for the year ended August 31, 2012 and 2011, as listed in the table of contents. These financial statements are the
responsibility of the Victoria County Junior College District’s management. Our responsibility is to express
opinions on these financial statements based on our audit. We did not audit the financial statements of the
Victoria College Foundation, Inc. (the "Affiliated Organization"), which reflects total assets of $9,047,059 and
revenues of $1,476,559. Those financial statements were audited by other auditors whose report thereon has been
furnished to us, and in our opinion, insofar as it relates to the amounts included for the Victoria College
Foundation, Inc., are based solely on the report of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Governmment Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and the significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the Victoria County Junior College District, as of August 31, 2012 and 2011, and the
respective changes in financial position, and, where applicable, cash flows thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated October 19, 2012, on
our consideration of the Victoria County Junior College District’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, 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
reporting and compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 3 through 10 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.
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Victoria County Junior College District’s financial statements as a whole. The supplementary
information and financial assistance section as denoted in the table of contents are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The accompanying schedule of
expenditures of Federal Awards is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations,
and is also not a required part of the basic financial statements of the Victoria County Junior College District.
The accompanying schedule of expenditures of State Awards is presented for purposes of additional analysis as
required by the State of Texas Single Audit Circular, and is also not a required part of the basic financial
statements of the Victoria County Junior College District. The supplementary information and financial
assistance section, which includes the schedule of expenditures of federal awards and the schedule of expenditures
of state awards are the responsibility of management and were derived from and relate directly to underlying
accounting and other records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information 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
information is fairly stated in all material respects in relation to the basic financial statements as a whole. The
introductory section has not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion or provide any assurance on it.

Pattitls o § L O

October 19, 2012







VICTORIA COUNTY JUNIOR COLLEGE DISTRICT
VICTORIA, TEXAS

Management’s Discussion and Analysis
Year Ended August 31, 2012

In June 1999, the Governmental Accounting Standard’s Board (GASB) released Statement No. 34, Basic Financial Statements
- and Management's Discussion and Analysis - for State and Local Governments, which established a new reporting format for
annual financial statements. In November 1999, GASB released Statement No. 35, Basic Financial Statements - and
Management's Discussion and Analysis - for Public Colleges and Universities, which applies the new reporting standards to
public colleges and universities, The Victoria County Junior College District (the “District” or “College™) adopted these new
standards in 2002,

The following analysis provides an overview of the District’s financial activities. Both 2012 and 2011 are presented in the
audited financial statements. Management’s discussion and analysis is designed to focus on current activities, the resulting
change, and currently known facts; therefore, please read this discussion and analysis in conjunction with the District’s basic
financial statements and additional information.

The annual report consists of three basic financial statements that provide information on the District as a whole: the Statement
of Net Assets; the Statement of Revenues, Expenses and Changes in Net Assets; and the Statement of Cash Flows. This
discussion and analysis is limited to the Statement of Net Assets and the Statement of Revenues, Expenses and Changes in Net
Assets for the primary government.

Analysis of Financial Position

For the fiscal year ended August 31, 2012, net assets decreased by $600,538 (1.58%) from $37,186,687 at August 31, 2011 to
$36,586,149 at August 31, 2012. Operating revenues decreased by 9.80% or $1,624,303. Operating expenses increased by
$190,964 (0.47%). Non-operating revenues (state appropriations, taxes, Title IV, gifts, and investment related income)
decreased by $307,400 (0.01%), while non-operating expenses (interest on capital related debt) decreased by 23.20% or
$184,425. The overall decrease in net assets is attributable to use of $580,000 in fund balance for deferred maintenance.

Tuition and fee revenues increased 13.17%, or $1,060,055, over prior year. Deferred tuition and fee revenues at the end of
fiscal year 2011 were recognized during fiscal year 2012, resulting in this significant increase in tuition and fee revenues
though credit enrollment and credit contact hours decreased by .9% and 1.2%, respectively, during fiscal year 2012, Tuition
and fee rates per semester credit hour are shown below:

Out of
Fiscal In-District Non-Resident District General Technology
Year Tuition Tuition Fee Fee Fee
2012 3 43 $ 100 8 47 b 22 b 15
2011 3 34 $ 100 b 45 $ 22 b 15
2010 $ T 34 $ 100 $ 45 $ 20 $ 15

During the fiscal year ended August 31, 2012, the District’s base State funding was reduced by 6.5% or $409,484. The State
reduced all community college appropriations during fiscal year 2012. The State’s funding for employee health insurance
decreased by $618,151, or 42.3%. The State did not fully fund its portion of employee retirement. See Note 24 of the Notes to
the Financial Statements and the section labeled “Contingency” below for information regarding employee retirement funding
provided by the State.

The Victoria College Board of Trustees voted to set the tax rate at $0.1606 per $100 valuation. The tax rate increased from
prior year tax rate by 4,.90%. Property tax revenues increased 7.65% ($595,038) due to the increase in tax rate coupled with an
increase in assessed property value of 3.80%.

Interest and related investment income decreased by $328,597, or 76.83%. The decrease in this non-operating revenue
category is due to recognition of gains on the sales of various endowment investments in the prior year. Endowment assets
were transferred to the Victoria College Foundation, Inc. during fiscal year 2011. Due to the transfer of endowment assets in
prior fiscal year, there are no gains (or losses) to recognize during fiscal year 2012. Poor market conditions continued during
fiscal year 2012 resulting in fairly flat interest rate retumns.

Short-term liabilities increased by $636,446, or 7.97%. The increase is due primarily to an increase in Deferred Revenue
related to federal, state, and local gifts and grants. More information related to deferred revenue can be found in Note 2 of the
Notes to the Financial Statements.




VICTORIA COUNTY JUNIOR COLLEGE DISTRICT
VICTORIA, TEXAS

Management’s Discussion and Analysis

Year Ended August 31, 2012

Table 1 - Condensed Comparative Financial Information

Financial Statement Category FY 2012 FY 2011 FY 2010
Assets
Cash and Investments § 9,323,692 $11,624,567 $12,758,256
Other Assets 6,202,829 4,984 450 5,255,251
Capital Assets 44,873,394 44,030,809 44,051,728
Total Assets 60,399.915 60,639,826 62,065,235
Liabilities
Current Liabilities 8,617,190 7,980,744 7,334 980
Long-term Liabilities 15,196,576 15,472,395 16,830,000
Total Liabilities 23,813,766 23,453,139 24,164,980
Net Assets
Invested in Capital Assets, Net of Related Debt 29,325,685 27,083,414 25,831,728
Unrestricted 6,087,427 7,540,325 6,281,439
Restricted 1,173,037 2,562,948 5,787,088
Total Net Assets $36,586,149 $37,186,687 $37,900,255
Operating Revenues
Tuition and Fees (net of discounts) 9,631,402 8,571,347 8,047,030
Local, State and Federal Grants and Contracts 3,333,638 6,236,028 3,688,661
Auxiliary Enterprise 3,810,826 4,010,280 4,220,013
Other 1,056,288 638,802 622 889
Total Operating Revenues 17,832,154 19,456,457 16,578,593
Operating Expenses
Instruction 12,765,707 15,143,721 12,992,730
Public Service 233,150 90,318 30,237
Academic Support 2,579,496 2,338,991 2,352,102
Student Support 2,439,030 2,816,925 2,900,136
Institutional Support 5,207,318 4,006,881 3,373,468
Operation and Maintenance of Plant 3,934,548 2,998,333 3,298,347
Scholarships and Fellowships 13,946,538 13,802,754 11,054,217
Auxiliary Enterprises 3,548,458 3,626,919 3,398,618
Depreciation 1,827,272 1,465,711 1,413,636
Total Operating Expenses 46,481,517 46,290,553 40,813,491

Operating Income (Loss)

Non-O perating Revenues (Expenses)
State Appropriations

Taxes

Title IV

Gifts

Equity transfer in

Interest on Capital Related Debt
Investment Related Income

Other income
Total Non-Operating Revenues (Expenses)
Income Before Other Revenues, (Expenses), Gains, (Losses)
Other Revenues, (Expenses), Gains, (Losses)
Increase (Decrease) in Net Assets

Beginning Net Assets, as Adjusted
Adjustments to Nel Assets

Ending Net Assets

(28,649,363)

(26,834,096)

(24,234,898)

7,414,789 8,503,704 8,604,742
8,375,917 7,780,879 7,620,356
12,601,061 12,336,719 9,734,191
384,219 715,176 426,437
580,000 - -
(610,345) (794,770) (889,964)
99,096 427,693 354,147
1,689 5 .
28,846,426 28,969,401 25,849,909
197,063 2,135,305 1,615,011
(121,961) (2,848,873) 48,779
75,102 (713,568) 1,663,790
37,186,687 37,900,255 36,236,465
(675,640) 2 =
$36,586,149 $37,186,687 $137,900,255




VICTORIA COUNTY JUNIOR COLLEGE DISTRICT
VICTORIA, TEXAS

Management’s Discussion and Analysis
Year Ended August 31, 2012

Capital Assets and Long Term Debt Administration

Capital Assets

The District’s investment in capital assets as of August 31, 2012 was $44,873,394 (net of accumulated depreciation). This
amount represents a net increase (including additions, dispositions, and depreciation expense) of $842,585 over fiscal year
2011. During the fiscal year, construction in progress increased by $2,174,223. Additional information regarding the District’s
capital assets can be found in Note 6 to the financial statements.

The following table summarizes the District’s capital assets, net of accumulated depreciation, as of
August 31,2012, 2011, and 2010.

Balance at Balance at Balance at $ Change $ Change

8/31/2012 8/31/2011 8/31/2010 2012-2011 2011-2010
Land $ 460,387 5 460,387 $ 325,537 $ - $ 134,850
Construction in Progress 2,648,322 474,099 3,681,693 2,174,223 (3,207,594)
Library Volumes and :

Periodicals 945,265 968,859 1,023,531 (23,594) (54,672)
Buildings 46,572,187 46,488,947 46,024,031 83,240 464,916
Site Improvements 6,512,779 6,505,197 6,383,314 7,582 121,883
Telecommunications and

Peripheral Equipment 1,465,470 1,396,936 1,159,269 68,534 237,667
Machinery, Equipment,

Fumiture and Vehicles 5,231,458 4,941,654 1,310,687 289,804 3,630,967
Totals at Historical Costs 63,835,868 61,236,079 59,908,062 2,599,789 1,328,017
Total Accumulated Depreciation 18,962,474 17,205,270 15,856,334 1,757,204 1,348,936
Net Capital Assets $ 44,873,394 $ 44,030,809 § 44,051,728 $ 842 585 $ (20,919)

% Change % Change

2012-2011 2011-2010
Land 0.0% 41.4%
Construction in Progress 458.6% -87.1%
Library Volumes and

Periodicals -2.4% -5.3%
Buildings 0.2% 1.0%
Site Improvements 0.1% 1.9%
Telecommunications and

Peripheral Equipment 4.9% 20.5%
Machinery, Equipment,

Fumiture and Vehicles 5.9% 277.0%
Totals at Historical Costs 4.2% 2.2%
Total Accumulated Depreciation 10.2% 8.5%
Net Capital Assets 1.9% 0.0%




VICTORIA COUNTY JUNIOR COLLEGE DISTRICT
VICTORIA, TEXAS

Management’s Discussion and Analysis
Year Ended August 31, 2012

Long-Term Debt

Long-term debt decreased by $1,590,000 during the fiscal year. The District issued $8,480,000 in Series 2012 Limited Tax
Refunding Bonds during fiscal year 2012. Additional information regarding the District’s long-term debt can be found in

Notes 7, 8 and 9 to the financial statements.

The table below summarizes the District’s long-term debt outstanding at August 31, 2012, 2011, and 2010.

1999 Revenue Construction Bonds

2006 Tax Bonds Payable

2008 Maintenance Tax Notes

2010 Combined Fee Revenue
Refunding Bonds

2012 Limited Tax Refunding Bonds

Total Long-Term Debt

1999 Revenue Construction Bonds

2006 Tax Bonds Payable

2008 Maintenance Tax Notes

2010 Combined Fee Revenue
Refunding Bonds

2012 Limited Tax Refunding Bonds

Total Long-Term Debt

The District’s revenue bond rating is A+/Stable and its general obligation bond rating is AA/Stable as rated by the bond rating
agency Standard & Poor’s. There are no known debt limitations that could affect the financing of facilities or services,

Balance at Balance at Balance at $ Change $ Change
8/31/2012 8/31/2011 8/31/2010 2012-2011 2011-2010
$ 5 $ = $ 3410000 § : $ (3.410,000)
3,575,000 12,655,000 13,230,000 (9,080,000) (575,000)
550,000 1,075,000 1,580,000 (525,000) (505,000)
2,730,000 3,080,000 - (350,000) 3,080,000
8,365,000 - - 8,365,000 -
$ 15,220,000 $ 16,810,000 § 18220,000 § (1,590,000) § (1,410,000)
% Change % Change
2012-2011 2011-2010
N/A -100.0%
-71.8% -4.3%
-48.8% -32.0%
-11.4% 100.0%
100.0% N/A
-9.5% -7.7%




VICTORIA COUNTY JUNIOR COLLEGE DISTRICT
VICTORIA, TEXAS

Management’s Discussion and Analysis
Year Ended August 31, 2012

Enrollment Highlights

Credit student enrollment and contact hours increased by 5.2% and 2.8%, respectively, for the fall term. Headcount was 4,513
for the fall 2011-2012 term compared to 4,290 for the fall 2010-2011 term. Overall credit student enrollment and contact hours
decreased by 0.9% and 1.2%, respectively due to a drop in summer enrollment from 2,289 in fiscal year 2010-2011 to 1,596 in
fiscal year 2011-2012. Non-credit enrollment decreased from 1,230 in the fall 2010-2011 term to 696 in the fall 2011-2012
term, a decrease of 43.4%. The reduction in non-credit enrollment is due, in part, to the conclusion of a Skills Development
Grant from the Texas Workforce Commission (TWC). Grants obtained through the TWC allow the District to offer specialized
training to industry partners within its service area, thereby increasing the skill level of incumbent and new workers. The
District will continue to seek funding from the TWC in order to offer courses that enhance the quality of workers in its service
area.

2011-2012 Fall Spring Summer Annual *
Enrollment 4,513 4,161 1,596 5,939
Contact Hours 796,832 773,776 212,704 1,783,312
Credit 2010-2011 Fall Spring Summer Annual *
Stadernts Enrollment 4,290 4,116 2,289 5,991
Contact Hours 775,152 776,960 252,880 1,804,992
2009-2010 Fall Spring S ummer Annual *
Enrollment 4,062 4,037 2,041 5,667
Contact Hours 727,312 728,064 254,592 1,605,552
2011-2012 Fall Spring Summer 1 Summer 2 Annual *
Enrollment 696 750 684 1,209 3,736
Contact Hours 30,631 38,286 30,715 31,139 130,771
: 2010-2011 Fall Spring Summer 1 Summer 2 Annual *
N;::dce’:t‘:t Enrollment 1,230 1,499 1,290 1,785 4378
Contact Hours 47,570 63,662 43,590 54,037 208,859
2009-2010 Fall Spring Summer 1 Summer 2 Annual *
Enrollment 885 763 798 1,763 2,959
Contact Hours 32,052 40,854 25,293 61,969 160,168
Unduplicated
Certificates and Degrees Conferred:
Associate Associate Associate Work Total Degrees
Fiscal of of of Applied Force and
Year Arts Science Sciences Certificates Certificates
2011-2012 45 69 214 205 533
2010-2011 | 41 | 92 | 166 | 257 | 556
2009-2010 | 39 | 83 | 167 | 262 | 551




VICTORIA COUNTY JUNIOR COLLEGE DISTRICT
VICTORIA, TEXAS

Management’s Discussion and Analysis
Year Ended August 31, 2012

Contingency

Texas Constitution article 16, section 67(b)(3) provides that the State of Texas must contribute “not less than six percent nor
more than ten percent of the aggregate compensation paid to individuals participating in the system”, referring to the State’s
Teacher Retirement System (TRS) including the related faculty Optional Retirement Program (ORP).

During the 2011 legislative session, the Texas legislature appropriated retirement funds for various types of educational
institutions other than community and junior colleges in satisfaction of this requirement, but the community college
appropriations restricted the State’s contribution to TRS/ORP on behalf of community colleges to only six percent of each
district’s unrestricted General Revenue appropriation for each year of the biennium state budget.

There is no pending litigation concerning this issue to construe the constitutional funding requirements; or to hold that the State
biennium appropriations satisfy those requirements; or to attempt to collect any shortfall contributions from any community
college district.

The District has calculated that as of August 31, 2012, the contribution that has not been paid to TRS on behalf of District
employees is $301,653.

Strategic and Operational Planning

Many objectives in Victoria College’s (VC’s) 2009-2012 Strategic Plan were successfully completed during the year. Three
committees, focusing on the priority goals of Student Success, Meeting Community Needs, and Institutional Excellence, are
working to develop the next three-year plan with action items designed to continue to address the priority goals. The plan will
be adopted by the Board of Trustees in January 2013.

Campus Master Plan

In fall 2011, the Board of Trustees approved the 2011-2020 college Master Plan. The District seeks to continue creating a
campus that demonstrates VC's commitment to student success. Such a campus is welcoming, student centered, and fosters a
collegial environment for engaged learning. The campus will continue to be scalable for growth, yet flexible to meet new
educational and community needs. The campus will clearly demonstrate VC’s commitment to stewardship of resources,
permanence of mission, and the college’s status as the premier institution of higher education for the Crossroads region.
Several facility initiatives were identified for focus in the near future. These included a comprehensive facilities plan for
student life, a workforce training and conference center, an enrollment services facility, business continuity, additional parking,
a public service training center, renovations to the library and Museum of the Coastal Bend, and a new recital hall.

Resource Management & Development

Victoria College remains committed to maintaining the affordability of higher education and works diligently to develop and
enhance its resources in order to balance the needs of its students with the needs of its entire constituency of taxpayers,
community members, and business and industry. As State financial support continues to decrease and the cost of doing
business continues to increase, achieving this balance becomes progressively more difficult. To offset the loss in state funding,
the college increased the property tax rate slightly, from $0.1531 to $0.1606, per $100 valuation and increased the tuition rate
per semester credit hour from $34 to $43 for the fiscal year 2012. For upcoming fiscal year 2013, the property tax rate and
college’s tuition and fee rates were held steady at fiscal year 2012 levels.

Victoria College strategically and aggressively seeks external support through donations and grants to help offset the cost of
new program development, to provide student financial support, and to provide necessary funds for expansion and growth. The
District strives to secure the resources necessary to facilitate college enrollment and successful completion of postsecondary
education and training for service area students without their having an accumulation of excessive financial burden. Generous
community support and a strategic focus on investment management allowed the VC Foundation to award over $338 thousand
in student scholarships and inject nearly $122 thousand to enhance College programs, facilities, and initiatives.

Several grants, totaling nearly $1.5 million, were awarded to Victoria College during the year to support students’ financial

needs and programs. Nearly $800 thousand of the total was awarded by the Texas Workforce Commission Skills Development
Fund to provide training for 380 new hires for a new community industry partner, Caterpillar.

8




VICTORIA COUNTY JUNIOR COLLEGE DISTRICT
VICTORIA, TEXAS

Management’s Discussion and Analysis
Year Ended August 31, 2012

College Recognition & Accomplishments

Victoria College’s Respiratory Care Program was recognized with the Distinguished Registered Respiratory Care Therapist
Credentialing Success Award by the Commission on Accreditation for Respiratory Care. The award honors the program for
credentialing success, success in reporting outcomes, attrition and positive job placement. VC’s program is among 32
programs out of approximately 440 in the nation to receive this recognition. Additionally, VC’s program is the only one at a
community college out of four programs recognized in the state of Texas.

Victoria College’s Physical Therapist Assistant program, which began in 2009, completed the final stage of the accreditation
process and received official accreditation from the Commission on Accreditation in Physical Therapy Education of the
American Physical Therapy Association. The process has included curriculum development, a self-assessment, and two site
visits by the accrediting agency. The PTA program’s accreditation candidacy application was submitted in 2010. The first class
of Physical Therapist Assistants graduated the program in spring 2012.

For the first time in VC’s history, the Zeta Gamma chapter earned the respected Five-star status among Phi Theta Kappa
chapters. Zeta Gamma, recognized at the international PTK Annual Convention in Nashville, TN, also received the
Distinguished Chapter Officer Team award and the Honors in Action Award. The Five-star status was earned due to Zeta
Gamma’s high participation and activity at the local, regional and international level. According to PTK.org, such participation
includes organizing a chapter, developing projects, involvement in international PTK activities and events, and more.
Achieving a Five-star level put the chapter in the top third of all Texas chapters and the top quarter of all international chapters.
In addition, VC’s chapter was one of 26 chapters, internationally, to earn the Distinguished Chapter Officer Team Award based
on the officers” outstanding achievements and teamwork.

Victoria College was honored by the Texas Workforce Commission (TWC) with a 2011 Partnership Award in recognition of
its ongoing stewardship of Skills Development Fund (SDF) grants awarded by the Commission. VC has been the recipient of
numerous Skills Development Fund grants over the past decade. Working closely with local industry, VC helped identify skills
gaps and tailored programs designed to increase or expand the skills of workers in the Golden Crescent Workforce
Development Area. Included among the diverse industries with which VC has partnered on SDF projects are: the petro and
industrial chemical industries, plastics and advanced manufacturing businesses, and oil and gas exploration companies, TWC’s
2011 Partnership Award highlights the important role community colleges play in providing a skilled workforce. In serving the
needs of employers, Victoria College has been instrumental in assisting workers to obtain the specific skills they need to meet
the demands of the regional economy. Customized training also ensures that workers whose skills no longer align with those
needed for today’s jobs are updated and improved. Skills Development Fund projects have provided the resources for VC to
expand its capacity to serve area industry through the development of curriculum and purchase of state-of-the-art training
equipment in such areas as pump fundamentals, emergency medical care, fire safety, and lean manufacturing, to name a few .

Victoria College was named a finalist for the 2011 Star Award from the Texas Higher Education Coordinating Board for its
TRiO Student Support Services Program and specifically, the KEY Center. Eleven finalists, including VC, were recognized
during the Texas Higher Education Leadership Conference. VC’s TRiO Student Support Services Program, which includes the
KEY Center, is 100 percent federally funded by the U.S. Department of Education to promote participation and success at the
college level for students from underrepresented and/or disadvantaged groups. These support services apply to all students
who attend VC and focus on the expansion and improvement of services that make getting a college education more accessible.
Additionally, the KEY Center offers support to low-income, first-generation, or disabled individuals to help ensure completion
of their college education.

New Facilities & Community Support

Victoria County voters approved a $22 million general obligation bond to support VC’s master plan, which includes
construction of an Emerging Technology Center. The bond election passed with a 66% approval rate. In addition to supporting
the training needs of current and future students and employers, VC’s Emerging Technology Center will provide additional
space for corporate and industrial training programs. It will also allow VC to develop new, in-demand certificate and degree
programs that support regional economic development while freeing up space on VC’s main campus for growing academic
programs.




VICTORIA COUNTY JUNIOR COLLEGE DISTRICT
VICTORIA, TEXAS

Management’s Discussion and Analysis
Year Ended August 31, 2012

New Facilities & Community Support (continued)

The 80,000 square-foot facility will include welding labs, specialized training labs for industrial applications, and rapid
response labs that can be configured to meet emerging needs. Additionally, the center will include computer labs for
instruction, traditional classrooms and flexible-use rooms for large-scale corporate training events. Thirteen acres near State
Hwy. 59 and Loop 463 will house the Emerging Technology Center. The Victoria Sales Tax Development Corporation and
Victoria City Council approved the property transfer to VC.

Customized Training

Victoria College’s Workforce and Continuing Education Department developed customized training programs for many
business and industry partners. One such partner was Key Energy Services (Key). New employee-drivers for Key's fluid
management division were trained by VC instructors and, upon successful completion, earned a Commercial Driver’s License.
The college is also strategically located near Key's operations and facilities located from George West to
El Campo—a region important to many of Key’s Gulf Coast customers.

Quality Enhancement and Accreditation

As part of its reaffirmation process and compliance certificate approval, VC is developing a plan to improve student success by
helping students become more actively engaged in their education. Increasing active leaming in the classroom will help
students improve their critical thinking and communication skills. Active learning is the topic of VC's Quality Enhancement
Plan, or QEP, which is a required component of the college's reaffirmation of accreditation by the Southern Association of
Colleges and Schools Commission on Colleges, commonly referred to as SACS. The plan is designed to enhance the leaming
experience for the student, thereby leading to greater student success. SACS approval of the QEP and VC’s reaffirmation of
accreditation will take place in June 2014.

Contacting the District’s Financial Management
This financial report is designed to provide a general overview of the District’s finances and demonstrate the District’s
accountability for the money it receives. Questions concerning any information provided in the report or requests for

additional financial information should be addressed to the Victoria County Junior College District, 2200 East Red River,
Victoria, Texas 77901.
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EXHIBIT 1
VICTORIA COUNTY JUNIOR COLLEGE DISTRICT

VICTORIA, TEXAS
Statement of Net Assets
August 31, 2012
Current Year Prior Year
ASSETS
Current Assets
Cash & cash equivalents $ 8,626,105 § 09,046,797
Restricted cash and cash equivalents 695,073 2,575,258
Short-term investments 2,225 2,223
Restricted short-term investments 289 289
Due from component unit - 19,617
Accounts receivable (net) 3,689,127 3,710,128
Restricted accounts receivable 385,427 454,885
Inventories 837,477 799,820
Prepaid expenses 16,931 -
Total Current Assets 14,252,654 16,609,017
Noncurrent Assets
Unamortized bond issuance costs 1,273,867 -
Construction in progress 2,648,322 474,099
Investments in real estate 460,387 460,387
Capital assets (net) (See note 6) 41,764,685 43,096,323
Total Noncurrent Assets 46,147,261 44,030,809
Total Assets 60,399,915 60,639.826
LIABILITIES
Current Liabilities
Accounts payable 1,070,138 630,500
Accrued liabilities 546,879 559,551
Funds held for others 330,223 387,786
Due to component unit 35,923 -
Deferred revenues 5,009,027 4,927,907
Bonds payable - current portion 1,625,000 1,475,000
Total Current Liabilities 8,617,190 7,980,744
Noncurrent Liabilities
Bond premium 1,601,576 137,395
Bonds payable 13,595,000 15,335,000
Total Noncurrent Liabilities 15,196,576 15,472,395
Total Liabilities 23,813,766 23,453,139
NET ASSETS
Invested in capital assets, net of related debt 29,325,685 27,083,414
Restricted for
Expendable
Student aid _ ) 168,270 192,321
Unexpended bond proceeds - 2,112,862
Construction in progress - 700,000 -
Debt service 304,767 257,765
Unrestricted 6,087,427 7,540,325
Total Net Assets (Schedule D) 3 36,586,149 $ 37,186,687

The accompanying notes are an integral part of these financial statements.
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VICTORIA COUNTY JUNIOR COLLEGE DISTRICT

VICTORIA, TEXAS
Affiliated Organization
Statement of Financial Position
August 31, 2012
Current Year Prior Year
ASSETS
Current Assets
Cash & cash equivalents 3 844553 § 806,845
Tuition assistance receivable 1,942 2.910
Pledges receivable
Temporarily restricted 2,842 12,271
Permanently restricted 20,000 -
Due from Victoria College 35,923 -
Other current assets 450 245
Total Current Assets 905,710 822,271
Other Assets
Endowment Investments - money market funds 322,571 204,799
Endowment Investments - equity securities 6,808,134 6,751,666
Total Endowment Investments 7,130,705 6,956,465
Endowment Investments - temporarily restricted 1,010,644 410,336
Total Other Assets 8,141,349 7,366,801
Total Assets $ 9,047,059 $ 8,189,072
LIABILITIES
Current Liabilities
Due to Victoria College $ - $ 19,617
Total Current Liabilities - 19,617
Total Liabilities - 19,617
NET ASSETS
Unrestricted net assets 73,576 123,899
Temporarily restricted net assets 1,822,778 1,089,091
Permanently restricted net assets 7,150,705 6,956,465
Total Net Assets 9,047,059 8,169,455
Total Liabilities and Net Assets $ 9,047,059 $ 8,189,072

The accompanying notes are an integral part of these financial statements.
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VICTORIA COUNTY JUNIOR COLLEGE DISTRICT

VICTORIA, TEXAS
Statement of Revenues, Expenses and
Changes in Net Assets
For The Year Ended August 31, 2012

OPERATING REVENUES

Tuition and fees (net of discounts of $4,758,129 &
$4,558,893, respectively)

Federal grants and contracts

State grants and contracts

Non-governmental grants and contracts

Sales and services of educational activities

Auxiliary enterprises (net of discounts of $2,206,473 &
$2,153,544, respectively)

General operating revenues

Total Operating Revenues (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 allocations
Title IV
Maintenance ad valorem taxes
Taxes for maintenance and operations
Taxes for general obligation bonds
Gifts
Equity transfer in
Investment income (net of investment expenses)
Other income
Interest on capital related debt

Total Non-Operating Revenues (Expenses) (Schedule C)
Income Before Other Revenues, (Expenses), Gains and (Losses)

Other Revenues, (Expenses), Gains, (Losses)
Loss on disposal of capital assets
Bond issuance costs
Donation of capital assets
Transfers of endowments

Total Other Revenues, (Expenses), Gains, (Losses)
Increase in Net Assets

NET ASSETS
Net Assets - Beginning of Year
Adjustment to Net Assets

Net Assets - End of Year

The accompanying notes are an integral part of these financial statements.
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EXHIBIT 2

Current Year Prior Year
b 9,631,402 $ 8,571,347
1,512,266 3,292,993
1,419,665 2,629,097
401,707 313,938
795,249 367,762
3,810,826 4,010,280
261,039 271,040
17,832,154 19,456,457
12,765,707 15,143,721
233,150 90,318
2,579,496 2,338,991
2,439,030 2,816,925
5,207,318 4,006,881
3,934,548 2,998,333
13,946,538 13,802,754
3,548,458 3,626,919
1,827,272 1,465,711
46,481,517 46,290,553
(28,649,363) (26,834,096)
7.414,789 8,503,704
12,601,061 12,336,719
6,588,399 6,006,111
1,787,518 1,774,768
384,219 715,176
580,000 -
99,096 427,693
1,689 -
(610,345) (794,770)
28,846,426 28,969,401
197,063 2,135,305
(5,889) (15,230)
(168,435) (130,610)
52,363 604,077
- (3,307,110)
(121,961) (2,848,873)
75,102 (713,568)
37,186,687 37,900,255
(675,640) =
$ 36,586,149 $ 37,186,687




(This page intentionally left blank.)




VICTORIA COUNTY JUNIOR COLLEGE DISTRICT
VICTORIA, TEXAS

Affiliated Organization

Statement of Activities

For The Year Ended August 31, 2012

Temporarily ~ Permanently Total Total
Unrestricted Restricted Restricted Current Year Prior Year
Supp