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CERTIFICATE OF BOARD 

University of Texas-University Charter School 
Name of School District 

II:mlis 
County 

227-806 
Co.-Dist. Number 

We. the underSigned. certify that the attached annual financial reports of the above named school district 

were reviewed and (check one) y/ approved disapproved for the year ended August 31. 2016. 

at a meeting of the Advisory Board of such charter school on the ~ day of :ran tutrj . 2 0 /7 . 

. fJvLCv ROba2uv 
Signature of Vice-Chairman 

If the Advisory Board disapproved of the auditors' report. the reason(s) for disapproving it is (are): 
(attach list as necessary) 
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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. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated January 9, 
2017 on our consideration of University of Texas-University Charter School'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 in considering University of Texas-University Charter 
School's internal control over financial reporting and compliance. 

West, Davis & Company, LLP 
Austin, TX 
January 9, 2017 
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University of Texas-University Charter School 

 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

 
 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
 
This section of the Annual Financial and Compliance Report presents management’s discussion and 
analysis of University of Texas-University Charter School’s (the School) financial performance for the 
fiscal year ended August 31, 2016.  This section of the report should be read in conjunction with the 
independent auditors' report on page 2, and the School's financial statements, which begin on page 11. 
 
FINANCIAL HIGHLIGHTS 
 

 At year end the School had a deficit net position of $5.3 million.  This is primarily the result of the 
School’s net pension liability of $3.3 million dollars (see note G to the financial statements) and 
other post-employment benefits of $3.2 million (see note L to the financial statements). 
 

 During the year, the School had operating expenses totaling $9.7 million. 
 
 

OVERVIEW OF THE FINANCIAL STATEMENTS 
 
The School is considered a governmental organization for accounting, financial reporting, and auditing 
purposes.  Organizations other than public corporations and bodies corporate and politic are classified as 
governmental organizations if they have one or more of the following characteristics: 
  

 Popular election of officers or appointment (or approval) of a controlling majority of the members 
of the organization’s governing body by officials of one or more state or local governments; 

 
 The potential for unilateral dissolution by a government with the net position reverting to a 

government; or 
 

 The power to enact and enforce a tax levy. 
 
The School has the potential for unilateral dissolution by The University of Texas at Austin or the Texas 
Education Agency.  Therefore, the School exhibits one of the characteristics and is considered to be a 
governmental organization for accounting, financial reporting, and auditing purposes. 
 
This annual report consists of a series of financial statements.  The government-wide financial statements 
include the Statement of Net Position and the Statement of Activities on pages 11 through 12.  These 
provide information about the activities of the School as a whole and present a longer-term view of the 
School's property and debt obligations and other financial matters.  They reflect the flow of total economic 
resources in a manner similar to the financial reports of a business enterprise. 
 
Fund financial statements, starting on page 13, report the School's operations in more detail than the 
government-wide statements by providing information about the School's most significant funds.  For 
governmental activities, these statements tell how services were financed in the short term as well as what 
resources remain for future spending.  They reflect the flow of current financial resources, and supply the 
basis for the budget. 
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The notes to the financial statements starting on page 17 provide narrative explanations or additional data 
needed for full disclosure in the government-wide statements or the fund financial statements. 
 
The section labeled Other Supplementary Information Section contains data used by monitoring or 
regulatory agencies for assurance that the School is using funds supplied in compliance with the terms of 
grants. 
 
This report consists of three parts – management’s discussion and analysis (this section), independent 
auditor’s opinion, and basic financial statements. 
 
The basic financial statements include: 
 

 Statement of Net Position includes all of the School’s assets and liabilities.  The difference between 
the School’s assets and liabilities is its net assets.  Net position is presented in two components – 
unrestricted and restricted. 

 
 Statement of Activities reports all of the School’s revenues and expenses.  The statement measures 

the results of the School’s operations. 
 

 Fund financial statements report the School’s operations in more detail. 
 

 The Notes to the Financial Statements present information essential for fair presentation of the 
financial statements that is not displayed on the face of the financial statements.  The notes are an 
integral part of the basic financial statements. 

 
 
FINANCIAL ANALYSIS OF THE SCHOOL 
 
Reporting the School as a Whole 
 
The Statement of Net Position and the Statement of Activities 
 
The analysis of the School's overall financial condition and operations begins on page 11.  Its primary 
purpose is to show whether the School is better off or worse off as a result of the year's activities.  The 
Statement of Net Position includes all the School's assets and liabilities at the end of the year while the 
Statement of Activities includes all the revenues and expenses generated by the School's operations during 
the year.  These apply the accrual basis of accounting which is the basis used by private sector companies. 
 
All of the current year's revenues and expenses are taken into account regardless of when cash is received 
or paid.  the School's revenues are divided into those provided by outside parties who share the costs of 
some programs, such as grants provided by the U.S. Department of Education to assist children with 
disabilities and/or from disadvantaged backgrounds (program revenues), and revenues provided by TEA in 
equalization funding processes (general revenues).  All the School's assets are reported whether they serve 
the current year or future years.  Liabilities are considered regardless of whether they must be paid in the 
current or future years (such as workers’ compensation claims).
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These two statements report the School's net position and changes in it.  The School's net position (the 
difference between assets and liabilities) provide one measure of the School's financial health, or financial 
position. Over time, increases or decreases in the School's net position is one indicator of whether its 
financial health is improving or deteriorating.  To fully assess the overall health of the School, however, 
you should consider non-financial factors as well, such as changes in the School's average daily attendance.  
 
In the Statement of Net Position and the Statement of Activities, we divide the School into two kinds of 
activities: 
 

 Governmental activities–Most of the School's basic services are reported here, including the 
instruction, counseling, co-curricular activities, food services, transportation, maintenance, 
community services, and general administration.  State and federal grants finance most of these 
activities.  

 
 Business-type activities–the School charges a fee to “customers” to help it cover all or most of the 

cost of services it provides in the child care programs.  The School has no such business-type 
activities. 

 
 
Reporting the School's Most Significant Funds 
 
Fund Financial Statements 
 
The fund financial statements begin on page 13 and provide detailed information about the most significant 
funds–not the School as a whole.  Laws and contracts require the School to establish some funds.  The 
School's administration establishes many other funds to help it control and manage money for particular 
purposes.  The School has only one kind of fund–governmental.  
 

 Governmental funds–the School's basic services are reported in governmental funds.  These use 
modified accrual accounting (a method that measures the receipt and disbursement of cash and all 
other financial assets that can be readily converted to cash) and report balances that are available 
for future spending.  The governmental fund statements provide a detailed short-term view of the 
School's general operations and the basic services it provides.  We describe the differences between 
governmental activities (reported in the Statement of Net Position and the Statement of Activities) 
and governmental funds in reconciliation schedules following each of the fund financial statements.  

 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
Our analysis focuses on the net position (Table I) and changes in net position (Table II) of the School's 
governmental activities.   
 
Net position of the School's governmental activities increased from a deficit $5.5 million to a deficit of $5.3 
million.  Unrestricted net position – the part of the net position that can be used to finance day-to-day 
operations without constraints established by debt covenants, enabling legislation, or other legal 
requirements – was a deficit of $5.3 million at August 31, 2016.  This slight increase in governmental net 
position was primarily due to little change in the School’s proportionate share of the Net Pension Liability 
of the Teacher Retirement System ($3.3 million) and the School’s proportionate share of Other Post- 
Employment Benefits ($3.2 million). Deferred inflows at year end exceeded deferred outflows by $253 
thousand.   
 
Total government-wide revenues increased from $8 million to $9 million or 13%.  Total government-wide 
expenses increased from $9.1 million to $9.2 million or 2%. 
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2016 2015

Current and other assets 1,467 1,805
Capital assets -            -            

Total assets 1,467 1,805

Deferred Outflow Related to Pensions 597       715        

Long-term liabilities 6,438 6,688
Other liabilities 37 24

Total liabilities 6,475 6,712

Deferred Inflow Related to Pensions 850 1,256

Total net position (5,261) (5,448)

Activities

Table I
University of Texas-University Charter School

NET POSITION
in thousands

Governmental

 
 
 
 

2016 2015
Grants and Contributions:

Operating Grants and Contributions 1,554 1,308
Not Restricted 7,815 6,958

Total Grants and Contributions 9,369 8,266

Operating Expenses:
 Instructional 6,298 6,003

Instructional and School Leadership 1,145 1,143
Student Support Services 546 567
Cocurricular/Extracurricular 0 1
General Administration 720 758
Plant Maintenance & Operation 121 329
Data Processing 235 241
Communtiy Services 0 5
Fund Raising 118       -            

Total Operating Expenses 9,183 9,047

Change in Net Positon 186 (781)

Activities

Table II
University of Texas - University Charter School

CHANGES IN NET POSITION
in thousands

Governmental
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NET PENSION LIABILITY (GASB 68) 
 
The School must assume their proportionate share of the Net Pension Liability of the Teacher Retirement System.  
The School’s net pension liability at year end totaled $3.3 million 
 
ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS  
 
Looking Beyond 2015-2016 
 
In 2016-2017, UT-UCS was approved to open four new campuses. All of these facilities support mental wellness 
for children in kindergarten 12th grade.  
 

 Cates Academy (Houston, TX): a school that provides adolescents with the ideal conditions for fostering 
a holistic recovery from addiction.  Teenagers have the opportunity to simultaneously fortify their 
personal recovery while attaining a fully-accredited high school diploma. 

 Cedar Crest Hospital (Belton, TX): a residential treatment center offering comprehensive mental 
healthcare program for adolescents (ages 12-17) who are struggling with emotional problems, chemical 
dependency or both. 

 Seton Home (San Antonio, TX): A residential program providing a caring home, education and support 
services necessary to transform the lives of pregnant and parenting teen mothers and their children. 

 The Refuge (Bastrop, TX) A residential center offering trauma-informed, long-term restoration shelter 
and services to girls (ages 11-17) who have been exploited through sex trafficking. 

 
UT-UCS and its growing campuses within the greater Austin community and the Houston area is in fact an 
extension of the University of Texas at Austin’s mission, which is to serve the people of Texas. So, building new 
relationships with the community continues to be at the forefront of the district’s work this school year and 
beyond. All of our new facilities support mental wellness for children in kindergarten - 12th grade. Our mission 
is to serve and so growth will continue to play an important factor in the financial picture of our organization.   
Due to our recent growth, we were able to research and develop a new staff salary scale that is competitive with 
other surrounding school districts. This salary scale plays an important part of our district’s ability to serve our 
students with highly talented teachers. This growth also requires us to plan for the expense of serving children 
with innovative technologies and curriculum.  Planning for this investment continues to lead the work of our 
Strategic Planning Committee and the Advisory Board. Our next priority is to develop a plan for technology 
replacement on several of our campuses.  
 
During the 2017-2019 school years, the district will be planning and implementing the construction of a permanent 
facility for The University of Texas Charter School System.  This facility, The Community Engagement Center, 
will be in partnership with The University of Texas Elementary School and The Division of Diversity and 
Community Engagement. It is exciting to know that after 18 years of service to our community, the UT-UCS 
district will finally have a permanent home.
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CONTACTING THE SCHOOL’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide a general overview of the School's finances and to show the School's 
accountability for the money it receives. If you have questions about this report or need additional financial 
information, contact the School's business office at University of Texas-University Charter School, The University 
of Texas at Austin, Division of Diversity and Community Engagement, 2200 East 6th Street, Austin, Texas 78702. 
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K. Other Long-Term Liabilities Postemployment Health Care and Life Insurance Benefits (OPEB) 
 
 

In addition to providing pension benefits, the State provides certain health and life insurance benefits for retired employees 
(OPEB), in accordance with State statutes.  Many employees may become eligible for the health and life insurance benefits 
as a retired employee if they meet certain age and service requirements as defined by the State.  Similar benefits for active 
employees are provided through the same self-funded plan.  For the years ended August 31, 2016 and 2015, the contributions 
for the self-funded plan by the State per full-time retired employee are shown in the following table.  The retiree contributes 
any premium charged over and above the State contributions. 
 

Level of Coverage 2016 2015

Retiree Only $ 566.96     $ 527.40     

Retiree/Spouse 864.17     803.88     

Retiree/Children 757.12     704.30     

Retiree/Family 1,056.10  982.42      
 

The number of systemwide retired employees who were eligible for these benefits, as well as the cost of providing the benefits 
for the years ended August 31, 2016 and 2015 are provided in the following table. 
 

2016 2015

Number of Retirees 25,628 24,456

Cost to the State $ 65,698,682.38   $ 67,058,551.87 

Cost to the System 117,503,603.06 98,369,912.60  
 
1. Plan Description and Fund Policy 

 
OPEB are provided to the System’s retirees under the U.T. System Employee Group Insurance Program (EGIP).  The 
EGIP is a single-employer defined benefit OPEB plan.  The authority under which the obligations of the plan members 
and the System are established and may be amended is Chapter 1601, Texas Insurance Code. 
 
The System and member contribution rates are determined annually by the System based on the recommendations of 
the OEB staff and consulting actuary.  The contribution rates are determined based on the benefit and administrative costs 
expected to be incurred and (i) the funds appropriated and (ii) the funding policy established by the Texas Legislature in 
connection with benefits provided through the EGIP.  The System revises benefits when necessary to match expected 
benefit and administrative costs with available revenue.  The plan is operated on a pay-as-you-go basis. 
 
The OPEB plan described herein is not administered through a trust. 
 

(1) (2) (3) (4) (5) (6) (7) (8)

ARC

Interest on 
Net OPEB 
Obligation

Adjustment 
to the ARC

Annual       
OPEB Cost    

{(1) + (2) - (3)}
Employer 

Contributions

Increase    
(Decrease) 
in Net OPEB   
Obligation    
{(4) - (5)}

Net OPEB 
Obligation at 
Beginning of 

Year

Net OPEB 
Obligation at 
End of Year    

{(6) + (7)}

804,984,959$ 239,098,547 183,813,150 860,270,356  197,815,580   662,454,776 3,984,975,778  4,647,430,554 

2016 ANNUAL OPEB COST, EMPLOYER CONTRIBUTIONS AND NET OPEB OBLIGATION
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2. Three-Year History of Annual OPEB Cost and Net OPEB Obligation 
 

(1) (2) (3) (4) (5) (6) (7) (8) (9)

Fisc a l Yea r     
Ending

Annua l       
OPEB Cost

Employer 
Contributions

Pe rce nta ge  
of Annua l 

OPEB Cost 
Contribute d  

{(3 )/ (2 )}

Ne t OPEB 
Obliga tion      

a t End         
of Ye ar

Sc hool 
Contributions

S chool's 
Proportiona l 

Sha re

Sc hool's Ne t 
OPEB 

Obliga tion a t 
End of Yea r

Sc hool 
Re tiree s

August 31, 2014 726,386,814 166,516,609   22.9% 3,359,347,883  111,000 0.0667% 2,239,342       15

August 31, 2015 810,956,215 185,328,320   22.9% 3,984,975,778  120,000 0.0647% 2,580,270       16
August 31, 2016 860,270,356 197,815,580   23.0% 4,647,430,554  135100 0.0683% 3,174,006       17  

 
The OPEB expense (cost) reflected on the Statement of Revenues, Expenses and Changes in Net Position is net of the 
employer contributions as these costs are reflected as a portion of payroll related costs. 

 
 

3. Schedule of Funding Progress of the Plan as of December 31, 2015. 
 

The Schedule of Fund Progress presents information as of the current valuation date and the two preceding valuation 
dates. 

 

(1) (2) (3) (4) (5) (6) (7)

Actuarial Valuation 
Date

Actuarial 
Value of 
Assets

Actuarial Accrued 
Liability

Unfunded Actuarial 
Accrued Liability     

(UAAL)              
{(3) - (2)}

Funded 
Ratio   

{(2)/(3)}
Annual Covered   

Payroll

Ratio of 
UAAL to 
Covered 
Payroll 
{(4)/(6)}

December 31, 2012 - 6,939,197,076       6,939,197,076            0.0% 5,674,297,785       122.3%

December 31, 2014 - 8,274,414,043       8,274,414,043            0.0% 5,842,409,902       141.6%
December 31, 2015 - 8,584,045,126       8,584,045,126            0.0% 5,948,245,136       144.3%  

 
The plan benefit obligations as of December 31, 2013 were determined based on an actuarial roll-forward of the December 
31, 2012 valuation results. 

 
4. Actuarial Methods and Assumptions 

 
Actuarial valuations involve estimates of the value of reported amounts and assumptions about the probability of events 
far into the future.  Actuarially determined amounts are subject to continued revision as actual results are compared to 
past expectations and new estimates are made about the future. 
 
The Schedule of Funding Progress shown above presents multi-year trend information about whether the actuarial value 
of plan assets is increasing or decreasing over time relative to the actuarial accrued liability for benefits. 
 
Actuarial calculations are based on the types of benefits provided under the terms of the substantive plan at the time of 
each valuation and on the pattern of sharing of costs between the employer and plan members to that point.  In addition, 
the projection of benefits for financial reporting purposes does not explicitly incorporate the potential effects of legal or 
contractual funding limitations on the pattern of cost sharing between the employer and plan members in the future. 
 
Actuarial calculations reflect a long-term perspective.  In addition, consistent with that perspective, actuarial methods and 
assumptions used in developing the figures include techniques that are designed to reduce short-term volatility in actuarial 
accrued liabilities. 
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The information presented herein was determined as part of the actuarial valuation using the actuarial methods and 
assumptions summarized below. 
 

Actuarial cost method Entry Age Normal (Level percent of pay)

Asset valuation method Market

Actuarial assumptions:

Annual investment return assumption (discount rate) * 6.00%

Projected annual salary increases * 4.50% to 10.50%

Weighted-average at valuation date * 6.33%

Annual Healthcare Trend Rates * 7.00% in FYE 2017

Increasing to 8.00% in FYE 2018 and Declining to 5.50% in FYE 2024

Amortization method Level percent

Amortization period 30 year open period

*  Includes inf lation assumption of 3.50%

Summary of Actuarial Methods and Assumptions

 
 

5. Significant Factors Affecting the Comparability of Amounts Reported 
 

The following assumptions used in the most recent valuation (as of December 31, 2015) were charged from those used 
in the prior valuation (as of December 31, 2014): 
 
a. The assumed salary increases and rates of mortality, termination, disability and retirement were updated to remain 

consistent with the assumptions used by the TRS retirement plan actuary.  These assumptions were updated by the 
TRS actuary in fiscal year 2015 and reflect the results of a recent experience study; 

b. The discount rate was updated to reflect a change in the investment policies of the assets of the employer and to 
reflect changes in expected returns of the various asset classes that comprise the assets of the employer, 

c. The Assumed Per Capita Health Benefit Costs and Assumed Expenses for retirees and dependents have been 
updated to reflect claims and expense experience in the 12 months following the date as of which the prior valuation’s 
assumptions were determined, 

d. The Assumed Per Capita Health Benefit Costs reflect the impact of benefit changes that occurred on September 1, 
2016; and will occur on January 1, 2017; and 

e. The Assumed Per Capita Health Benefit Costs reflect the implementation of EGWP plus WRAP prescription drug 
coverage for Medicare primary participants effective January 1, 2017: and 

f. The Health Benefit Cost Trend has been updated to reflect changes in short-term expectations of the annual rate of 
increase of the Assumed Per Capita Health Benefit Costs. 
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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 of that testing, and not to provide an opinion on the effectiveness of the entity's internal 
control or on compliance. This report is an integral part 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. 

~.~s-~ ~ G-~~-"(s-
West, Davis & Company, LLP 
Austin, TX 
January 9, 2017 
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Report on Internal Control Over Compliance 

Management of the University of Texas-University Charter School is responsible for establishing and 
maintaining effective internal control over compliance with the types of compliance requirements referred to 
above. In planning and performing our audit of compliance, we considered the University of Texas-University 
Charter School'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 of the University of Texas-University Charter School'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 corrected, on a timely basis. A significant deficiency in internal control over 
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type 
of compliance requirement of a federal program that is less severe than a material weakness in internal 
control over compliance, yet important enough to merit attention 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 material weaknesses or significant deficiencies. We did not identify any deficiencies in internal 
control over compliance that we considered to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 

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. 

Vc~.~··,,};. ~-<s-
West, Davis & Company, LLP 
Austin, TX 
January 9.2017 
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