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FINANCIAL SECTION 



 

 

 
 
 

 Independent Auditors’ Report 
 
To the Board of Directors 
South Texas Development Council 
Laredo, Texas 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the general fund of South Texas Development Council 
(the “Council”), as of and for the year ended September 30, 2017, and the related notes to the financial statements, as 
listed in the table of contents.  
 
Management’s Responsibility for the Financial Statements 
 
South Texas Development Council’s management is responsible for the preparation and fair presentation of these 
financial statements in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. 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 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 from material 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 risks of 
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the 
auditor considers internal control relevant to the entity’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 the entity’s 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 of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position 
of the general fund of South Texas Development, as of September 30, 2017, and the changes in financial position 
thereof for the year then ended in accordance with accounting principles generally accepted in the United States of 
America.
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Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the management’s discussion 
and analysis and pension schedules 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 Council’s basic financial statements. The introductory section, combining and individual nonmajor 
fund financial statements, supplemental schedules, and statistical section are presented for purposes for additional 
analysis and are not a required part of the basic financial statements. The schedule of expenditures of federal and 
state award is presented for purposes of additional analysis as required by U.S. Office of Management and 
Budget Uniform Guidance, and Uniform Grant Management Standards, issued by the Governor’s Office of 
Budget and Planning, and is also not a required part of the basic financial statements. 

 
The combining and individual nonmajor fund financial statements, the supplemental schedules, and the schedule 
of expenditures of federal and state awards are the responsibility of management and were derived from and 
related directly to the underlying accounting and other records used to prepare the basic financial statements. 
Such 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 basic financial statements or to the basic financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United 
States of America. In our opinion, the combining and individual nonmajor fund financial statements, the 
supplemental schedules, and the schedule of expenditures of federal and state awards fairly stated, in all 
material respects, in relation to the basic financial statements as a whole. 

 
The introductory and statistical sections 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 them. 
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Other Reporting Required by Govemment Auditing Standards 

In accordance with Governn1ent Auditing Standards, we have issued our report dated June 28, 2018 on our 
consideration of South Texas Development Council's internal control over financial reporting and 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 the internal control over financial reporting or on 
compliance. That report is an integral part of an audit performed in accordance with Governn1ent Auditing Standards 
in considering South Texas Development Council's internal control over financial reporting and compliance. 

Brownsville, Texas 

June 28, 2018 
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Management’s Discussion and Analysis 
 
 
 
This section of the South Texas Development Council (STDC) annual report offers a narrative overview and 
analysis of the financial activities for the fiscal year ended September 30, 2017.  We encourage readers to 
consider the information presented here in conjunction with the accompanying financial statements, notes to the 
financial statements, and supplemental schedules.   
 
 
FINANCIAL HIGHLIGHTS 
 

• The assets of South Texas Development Council exceeded its liabilities as of September 30, 
2017, by $670,085 (net position).  Of this amount, $61,313 (unrestricted net position) may be 
used to meet the Council’s ongoing obligations. 
 

• The STDC’s total net position decreased by $11,614. 
 

• As of the close of the current fiscal year, South Texas Development Council’s governmental 
funds reported combined ending fund balances of $616,366 an increase of $11,015 in 
comparison with the prior year. 
 

• As of September 30, 2017, unassigned fund balance in the General Fund was $193,990. 
 
 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This discussion and analysis is intended to serve as an introduction to STDC’s basic financial statements.  These 
statements are comprised of three components:  (1) government-wide financial statements, (2) fund financial 
statements, and (3) notes to the financial statements.  This report also contains other supplementary information in 
addition to the basic financial statements. 
 
Government-wide Financial Statements – The government-wide statements are designed to provide readers 
with a broad overview of STDC’s finances, in a manner similar to a private-sector business. 
 
The Statement of Net Position presents information on all of STDC’s assets and liabilities, with the difference 
between the two reported as net position.  Over time, increases or decreases in net position may serve as a useful 
indicator of the financial position of STDC. 
 
The Statement of Activities presents information showing how STDC’s net position changed during the fiscal 
year.  All changes in net position are reported when an event that gives rise to the change occurs, regardless of the 
timing of related cash flows.  Thus, revenues and expenses are reported in this statement for some items that will 
only result in cash flows in future fiscal periods (e.g. earned but unused compensated absences).  The 
government-wide financial statements can be found on pages 10 through 11 of this report. 
 
Fund Financial Statements – A fund is a grouping of related accounts that is used to maintain control over 
resources that have been segregated for specific activities or objectives.  STDC, like other state and local 
governments, uses fund accounting to ensure and demonstrate compliance with finance related legal requirements. 
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Governmental Funds – Governmental funds are used to account for the same functions reported as governmental 
activities in the government-wide financial statements.  However, unlike the government-wide financial 
statements, governmental fund financial statements focus on current sources and uses of expendable resources, as 
well as on balances of expendable resources available at the end of the fiscal year. 
 
Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is 
useful to compare the information presented for governmental funds with similar information presented for 
governmental activities in the government-wide statements.  By doing so, readers may better understand the long-
term impact of the STDC’s near-term financing decisions.  Both the governmental fund balance sheet and the 
governmental fund statements of revenues, expenditures, and changes in fund balances provide a reconciliation to 
facilitate this comparison between governmental funds and governmental activities. 
 
STDC maintains three individual governmental funds.  Information is presented separately in the governmental 
fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund 
balances for the General Fund, the Texas Department of Aging and Disabilities Services Fund, the Texas 
Department of State Health Services, the U. S. Department of Homeland Security Fund, and the Commission on 
State Emergency Communications Fund, which are considered to be major funds.  Data from the other 
governmental funds are combined into a single, aggregated presentation.  Individual fund data for each of these 
non-major governmental funds is provided in the form of combining statements elsewhere in this report. 
 
STDC’s Board approves a financial plan for revenue and expenditures in all funds.  Although the financial plans 
are reviewed and approved by STDC’s Board, they are not considered legally adopted annual budgets or 
appropriations.  Accordingly, comparative budget and actual results are not presented in this report. 
 
The basic governmental fund financial statements can be found on pages 12 through 14 of this report. 
 
Notes to the financial statements – The notes provide additional information that is essential to a full 
understanding of the data provided in the government-wide and fund financial statements.  The notes to the 
financial statements can be found immediately following the governmental fund financial statements. 
 
Other information – In addition to the basic financial statements and accompanying notes, this report also 
presents combining fund statements and other schedules that further support the information in the financial 
statements.  The combining fund statements for non-major funds and other schedules can be found immediately 
following the notes to the financial statements. 
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GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
As noted earlier, net position may serve over time as a useful indicator of a government’s financial position.  In 
STDC’s case, assets exceeded liabilities by $670,085 as of September 30, 2017. 
 
 

SOUTH TEXAS DEVELOPMENT COUNCIL’S NET POSITION 
 

2017 2016

Current assets 2,301,066$     1,378,386$    
Capital assets 233,788         210,765        

Total assets 2,534,854      1,589,151     

Deferred outflows related to TCDRS 385,041         455,108        
Total deferred outflows related to TCDRS 385,041         455,108        

Current liabilities 1,963,170      1,204,658     
Noncurrent liabilities 276,420         146,918        

Total liabilities 2,239,590      1,351,576     

Deferred inflows related to TCDRS 10,220           10,984          
Total deferred inflows related to TCDRS 10,220           10,984          

Net position:
Net investment in capital assets 233,788         210,765        
Restricted 374,984         373,033        
Unrestricted 61,313           97,901          

Total net position 670,085$       681,699$      

Governmental Activities

 
 
 

A portion of STDC’s net position $233,788 reflects its investment in capital assets.  STDC uses these assets to 
provide services; consequently, these values are not available for spending.  Of the remaining balance, $374,984 
is restricted and can be used only for certain purposes and $61,313 is unrestricted and may be used to meet the 
STDC’s ongoing needs. 
 
The STDC’s Total Assets increased by $945,703 during the year.  This was primarily due to an increase in grant 
receivables from grantor agencies. Total liabilities increased by $888,014 this was primarily attributable to the 
bank overdraft.  The STDC’s net position decreased during the year by $11,614.   
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SOUTH TEXAS DEVELOPMENT COUNCIL’S 
CHANGES IN NET POSITION 

 
Analysis of STDC’s Operations – The following table provides a summary of STDC’s operations for the year 
ended September 30, 2017. 
 

             

2017 2016

Revenues:
Program revenues:

Charges for services 148,133$         70,459$         
Operating grants and contributions 7,960,105        7,165,020      

General revenues:
Other 234,925           146,117         
Investment earnings 5,362              1,499            

Total revenues 8,348,525        7,383,095      

Expenses:
General government 97,292            130,147         
Housing and urban development 1,047,258        1,151,607      
Environmental quality 195,935           200,404         
Emergency management 128,573           312,063         
Aging 2,190,113        1,867,195      
HIV intervention and prevention 4,224,426        3,632,582      
Transportation 98,257            -               
Department of Homeland Security 249,907           -               
Economic development 112,686           136,729         

Total expenses after allocation
of indirect costs 8,344,446        7,430,727      

Change in net position 4,079              (47,632)         

Net position, beginning 681,699           749,313         
Prior period adjustment (15,693)           (19,981)         
Net position, beginning (restated) 666,006           729,332         

Net Position, ending 670,085$         681,699$       

Governmental Activities

 
 

 
STDC experienced an increase in program revenues of $872,759 or 12% from 2016.  Expenses increased by 
$913,719 or 12% from the prior year. STDC’s operations are driven primarily by federal and state grant funding, 
which can vary widely from year to year.  The current year increase in revenues and expenses was primarily the 
result of an increase in grant funding for the Aging and HIV intervention and Homeland Security.  
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FINANCIAL ANALYSIS OF THE GOVERNMENTAL FUNDS 
 
Governmental funds – The focus of STDC’s governmental funds is to provide information on near-term inflows, 
outflows, and balances of expendable resources.  Such information is useful in assessing STDC’s financing 
requirements.  In particular, unassigned fund balance may serve as a useful measure of a government’s net 
resources available for spending at the end of the fiscal year. 
 
At the end of the current fiscal year, South Texas Development Council’s governmental funds reported combined 
ending fund balances of $616,366.  The General Fund had an increase in fund balance of $9,064 from the prior 
year.  
 
CAPITAL ASSETS  
 
STDC’s investment in capital assets for its governmental activities as of September 30, 2017, amounts to $233,788 
(net of accumulated depreciation).  This investment in capital assets consists of the following: 
 

SOUTH TEXAS DEVELOPMENT COUNCIL’S 
CAPITAL ASSETS AT YEAR-END 

 

2017 2016

Capital assets (net of accumulated depreciation):
Land 107,348$           107,348$         
Buildings and improvements 126,440             103,417           

Total capital assets,
net of accumulated depreciation 233,788$           210,765$         

Governmental Activities

 
 
There were no significant capital purchases during the fiscal year.  
 
There were no debt issues during the current fiscal year.  
 
ECONOMIC FACTORS  
 
The South Texas Development Council is a voluntary association of local governments in the four (4) county 
region of Jim Hogg, Starr, Webb, and Zapata Counties. According to the Texas State Data Center, the region has 
seen an 8.5% growth rate from 2010 – 2016, with a population of 358,532 people living within the region. During 
the same period, the South Texas labor force grew by 4.49% from 139,180 in 2010 to 148,084 (or 6.4%) in 2017. 
It should be noted, however, that the labor force growth was experienced solely in Webb County. The three 
remaining counties (Jim Hogg, Starr, and Zapata) all experienced an overall shrinkage in labor force by -2.27%. 
The region had a 5.64% unemployment rate in 2017, which decreased from 10.06% in 2010, demonstrating 
recovery since the 2008-2009 depression. By comparison, the State of Texas experienced a 10.59% labor force 
increase from 12,241,970 in 2010 to 13,538,385 in 2017. It also experienced a decrease in the unemployment rate 
from 8.15% in 2010 to 4.3% in 2017. 
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ECONOMIC FACTORS 
 
Major industries in the region are: Local Government with 13.37% of total employment in 2015, followed by 
Transportation and Warehousing at 11.48%, Retail Trade at 11.13%, and Health care and social assistance at 
9.85%.  The region also experienced large growth rates in various industries, with the largest growth being in 
Mining, Quarrying, and Oil and Gas Extraction which showed a 65.17% growth between the period of 2010-
2015.  Though it should be noted that this industry also showed a decrease in total employment between the years 
2014-2015. Other industries that demonstrated high rates of growth include: Arts, Entertainment, and Recreation 
with 39.26%; Administrative and Support and Waste Management and Remediation Services with 33.84%; 
Information with 29.70%; Wholesale Trade with 29.05%; Accommodation and Food Services with 26.54% and 
Transportation and Warehousing with 25.42%.    
 
The STDC region is home to the nation’s largest inland port, located in the City of Laredo, Webb County, and 
international border crossings can be found in all three of the counties bordering Mexico.  Between 2010 and 
2015, commercial crossings along the STDC reported an increase of 27.33% in border crossing/entries. In 
addition, there was a 19.70% increase in train border crossing/entries with a 48.53% increase in loaded rail 
containers. Buses show a decrease of 9.61%, while personal vehicles demonstrate an increase of 9.35%. .  
 
The South Texas Development Council is dependent on federal, state, and local funding which can vary widely 
from year to year. The federal and state economic conditions and budgets can impact the reauthorization of funds 
available to local governments. It should be noted at the President’s America First: A Budget Blueprint to Make 
America Great Again FY2018 calls for the major impacts of several programs directly impacting the STDC or its 
member governments. Namely:  
 
1Texas State Data Center, Estimates of the Total Population of Counties and Places in Texas for July 1, 2015 and 
January 1, 2016; http://txsdc.utsa.edu/Data/TPEPP/Estimates/  
1 Bureau of Labor Statistics: Databases, Tables & Calculators by Subject; Local Area Unemployment Statistics; 
https://www.bls.gov/data/  
1 Bureau of Economic Analysis, Total Full-Time and Part-Time Employment by NAICS Industry; 
https://www.bea.gov/iTAble/index_regional.cfm  
1 U.S. Department of Transportation, Bureau of Transportation Statistics based on data from the Department of 
Homeland Security, U.S. Customs and Border Protection: Border Crossing/Entry Data 
https://transborder.bts.gov/programs/international/transborder/TBDR_BC/TBDR_BCQ.html   
 

• Elimination of the Economic Development Administration under the Department of Commerce which 
provides the Economic Development District Planning Grant to STDC and Public Works Construction 
Funding to member governments.  

• Supports direct health care services under the Department of Health and Human Services which includes 
Ryan White HIV/AIDS 

• Elimination of the Office of Community Services under the Department of Health and Human Services, 
which would include the Low Income Home Energy Assistance Program (LIHEAP) which provides 
electric utility payment assistance for low income families; as well as the Community Services Block 
Grant (CSBG) which provides: Case Management, Job Training Scholarships, and Support Services to 
low income families working to transition out of poverty 

• Eliminates or reduces State and local grant funding for programs administered by the Federal Emergency 
Management Agency (FEMA) under the Department of Homeland Security, such as: Pre-Disaster 
Mitigation Grant Program, and establishing a 25 percent non-Federal cost-sharing for the Homeland 
Security Grant Program 

• Elimination of the Community Development Block Grant (CDBG), administered by the Department of 
Housing and Urban Development (HUD) 

• Safeguards Federal grants under the Department of Justice to State, local, and tribal law enforcement and 
victims of crime to ensure greater safety for law enforcement personnel and the people they serve.   



BASIC FINANCIAL STATEMENTS 



2017 2016
ASSETS

Current assets:
Cash and cash equivalents 508,641$      469,617$      
Receivables:

Grantors 1,622,444     762,904        
Notes 113,597        50,000          
Other 8,992            45,651          

Prepaid expenses 47,392          50,214          
Total current assets 2,301,066     1,378,386     

Noncurrent assets:
Capital assets (net of accumulated depreciation)

Non-depreciable assets 107,348        107,348        
Depreciable assets 126,440        103,417        

Total capital assets (net of accumulated depreciation) 233,788        210,765        

Total noncurrent assets 233,788        210,765        

Total assets 2,534,854     1,589,151     

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to TCDRS 385,041        455,108        

Total deferred outflows of resources 385,041        455,108        

LIABILITIES
Bank overdraft 862,142        453,293        
Accounts payable 543,871        172,617        
Due to funding agencies 2,267            207               
Net pension liability 554,890        578,541        
Unearned revenue 276,420        146,918        

Total liabilities 2,239,590     1,351,576     

DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to TCDRS 10,220          10,984          

Total deferred inflows of resources 10,220          10,984          

NET POSITION
Net investment in capital assets 233,788        210,765        
Restricted for economic development 374,984        373,033        
Unrestricted 61,313          97,901          

Total net position 670,085$      681,699$      

The notes to the financial statements are an integral part of this statement.

Governmental Activities

SOUTH TEXAS DEVELOPMENT COUNCIL

STATEMENT OF NET POSITION

SEPTEMBER 30, 2017

(With Summarized Financial Information for September 30, 2016)

Primary Government
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Charges Operating
for Grants and

Expenses Services Contributions 2017 2016

Primary Government:
Governmental activities:

General government 97,292$           -$            -$             (97,292)$              (130,147)$            
Housing and urban development 1,047,258        -              1,020,884    (26,374)                (6,079)                  
Environmental quality 195,935           -              201,040       5,105                   69,836                 
Emergency management 128,573           -              126,417       (2,156)                  513                      
Aging 2,190,113        76,479        2,058,489    (55,145)                (44,159)                
HIV intervention and prevention 4,224,426        71,654        4,118,724    (34,048)                (1,492)                  
Transportation 98,257             -              96,325         (1,932)                  -                       
Department of Homeland Security 249,907           -              249,907       -                       -                       
Economic development 112,686           -              88,319         (24,367)                (83,720)                

Total governmental activities 8,344,446$      148,133$    7,960,105$  (236,208)              (195,249)              

General revenues:
Other revenues 234,925               146,117               
Investment earnings 5,362                   1,499                   

Total general revenues 240,287               147,616               

Change in net position 4,079                   (47,633)                

Net position, beginning 681,699               749,313               
Prior period adjustment (15,693)                (19,981)                
Net position, beginning (restated) 666,006               729,332               

Net position, ending 670,085$             681,699$             

The notes to the financial statements are an integral part of this statement.

SOUTH TEXAS DEVELOPMENT COUNCIL

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2017

(With Summarized Financial Information For the Year Ended September 30, 2016)

Functions/Programs

Program Revenues
Net (Expense) Revenue and

Change in Net Position
Primary Government

Governmental Activities
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S.T.E.D.
General Corporation 2017 2016

ASSETS
Current assets:

Cash and cash equivalents 247,266$           261,375$       508,641$        469,617$           
Due from grantor agencies 1,622,444 -                 1,622,444       762,904             
Notes receivable -                    113,597 113,597          50,000               
Other receivables 8,857 135 8,992              45,651               
Prepaid items 47,392               -                 47,392            50,214               

Total current assets 1,925,959          375,107         2,301,066       1,378,386          

Total assets 1,925,959$        375,107$       2,301,066$     1,378,386$        

LIABILITIES AND FUND BALANCES
Liabilities:

Bank overdraft 862,142$           -$               862,142$        453,293$           
Accounts payable 543,748 123 543,871 172,617             
Due to funding agencies 2,267 -                 2,267 207                    
Unearned revenue 276,420             -                 276,420          146,918             

Total liabilities 1,684,577          123                1,684,700       773,035             

Fund balances:
Nonspendable - prepaids 47,392 -                 47,392            50,214               
Restricted - Community and Economic Development -                    374,984         374,984          373,033             
Unassigned 193,990             -                 193,990          182,104             

Total fund balances 241,382             374,984         616,366          605,351             

Total liabilities and fund balances 1,925,959$        375,107$       

Amounts reported for governmental activities in the statement of
net position are different because:

Capital assets used in governmental activities are not financial resources and, therefore, are
not reported in the funds. 233,788$        210,765$           

(180,069)         (134,417)            

Net position of governmental activities 670,085$        681,699$           

The notes to the financial statements are an integral part of this statement.

Included in the items related to debt is the recognition of the District's proportionate share of 
the net pension liability required by GASB 68 in the amount of $554,890, deferred resources 
outflows related to TCDRS in the amount of $385,041 and deferred resources inflows related 
to TCDRS in the amount of $10,220.

Total Governmental Funds

SOUTH TEXAS DEVELOPMENT COUNCIL

BALANCE SHEET

GOVERNMENTAL FUNDS

SEPTEMBER 30, 2017

(With Summarized Financial Information at September 30, 2016)
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S.T.E.D.
General Corporation 2017 2016

REVENUES
Intergovernmental 7,960,105$        -$               7,960,105$      7,165,019$     
Local 15,000               -                15,000            48,512           
Program income 148,133             -                148,133          70,459           
Investment income 1,739                 3,623 5,362              1,499             
Other income 219,925             -                219,925          97,606           

Total revenues 8,344,902          3,623             8,348,525       7,383,095       

EXPENDITURES
Current:

General government 119,658             -                119,658          53,653           
Housing and urban development 1,041,544          -                1,041,544       1,151,134       
Environmental quality 194,866             -                194,866          200,322          
Emergency management 376,415             -                376,415          311,935          
Aging 2,178,164          -                2,178,164       1,866,428       
HIV intervention and prevention 4,201,378          -                4,201,378       3,631,090       
Transportation 97,721               -                97,721            -                 
Economic development 110,399             1,672             112,071          136,673          

Total expenditures 8,320,145          1,672             8,321,817       7,351,235       

NET CHANGE IN FUND BALANCES 24,757               1,951             26,708            31,860           

FUND BALANCES, BEGINNING 232,318             373,033         605,351          593,472          

PRIOR PERIOD ADJUSTMENT (15,693)             -                (15,693)           (19,981)          

FUND BALANCE, BEGINNING (RESTATED) 216,625             373,033         589,658          573,491          

FUND BALANCES, ENDING 241,382$           374,984$       616,366$        605,351$        

The notes to the financial statements are an integral part of this statement.

(With Summarized Financial Information For The Year Ended September 30, 2016)

Total Governmental Funds

SOUTH TEXAS DEVELOPMENT COUNCIL

STATEMENT OF REVENUES, EXPENDITURES

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED SEPTEMBER 30, 2017

AND CHANGES IN FUND BALANCES
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Net change in fund balances - total governmental funds: 26,708$        

Amounts reported for Governmental Activities in the Statement of Activities are different because:

Governmental funds report outlays for capital assets as expenditures because such outlays use
current financial resources. In contrast, the Statement of Activities reports only a portion of the
outlay as expense. The outlay is allocated over the assets' estimated useful lives as depreciation
expense for the period.  The depreciation expense for the current period is $5,514. (5,514)           

Certain pension expenditures are not expended in the government-wide financial statements, but
are recorded as deferred resource outflows. This item relates to contributions made after the
measurement date. Additionally, a portion of the Council's unrecognized deferred resource
outflows related to the pension liability were amortized. (17,115)         

Changes in net position of governmental activities 4,079$          

The notes to the financial statements are an integral part of this statement.

SOUTH TEXAS DEVELOPMENT COUNCIL

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2017

14
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 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The financial statements of South Texas Development Council (the "Council") have been prepared in 
conformity with generally accepted accounting principles (GAAP) as applied to governmental units.  The 
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for 
establishing governmental accounting and financial reporting principles.  The following represents the 
significant accounting policies and practices used by the Council. 

 
A. Description of the Reporting Entity 

 
The Council is a voluntary organization of local governmental units within South Texas, created by 
the State of Texas under Article 1011M, V.A.C.S. and recognized as a political subdivision of the 
State.  The stated purpose of the Council is the improvement of the health, safety, and general welfare 
of its citizens and the planning for the future development of the region.  It does not have any 
legislative or taxing authority.  The region served includes Jim Hogg, Starr, Webb and Zapata 
Counties of Texas. 
 
The reporting entity consists of the primary government STDC, organizations for which the primary 
government is financially accountable and other organizations for which the primary government is 
not accountable.  The nature and significance of their relationship with the primary government are 
such that exclusion would cause the reporting entity’s basic financial statements to be misleading or 
incomplete. 
 
Financial accountability exists if a primary government appoints a voting majority of an 
organization’s governing board and is either able to impose its will on that organization or there is a 
potential for the organization to provide specific financial benefits to, or impose specific financial 
burdens on, the primary government.  A primary government may also be financially accountable for 
governmental organizations with a separately elected governing board, a governing board appointed 
by another government, or a jointly appointed board that is fiscally dependent on the primary 
government. 
 
In accordance with Government Accounting Standards Board (GASB) requirements, STDC has 
reviewed other entities and activities for possible inclusion in the reporting entity.  Based on this 
review, the following organization has been included in the financial reporting entity: 
 
Discretely Presented Component Unit – South Texas Economic Development Corporation (S.T.E.D. 
Corp) was incorporated in 1980 as a non-profit organization to administer the Economic 
Development Administration’s Title IX Revolving Loan Fund grant program which provides low 
interest loans to eligible borrowers in the private sector.  S.T.E.D. Corp’s Board of Directors includes 
three officers which also serve on the Board of Directors of STDC.  S.T.E.D. Corp serves the same 
geographic area as the reporting entity and has an administrative agreement with STDC whereby 
STDC exercised oversight responsibility, controls daily operations, and manages the organization. 
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 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

A. Description of the Reporting Entity 
 
Excluded from the Reporting Entity – Border Area Nutrition Council, Incorporated (BANC) is a 
potential component unit that has a separate elected Board of Director that provides services to 
residents in a smaller geographic area.  BANC was organized in 1985 as non-profit organization to 
implement, on behalf of the reporting entity, a contract for services between Area Agency on Aging, 
the Department of Aging, Webb County, and the City of Laredo.  An administrative service contract 
exists between the two entities.  BANC is excluded from the reporting entity because there is 
sufficient autonomous authority between the governing Board of Directors and the reporting entity 
does not have the ability to exercise influence or control over their daily operations, approve budgets 
or provide funding. 
 
Complete financial statements for the component units may be obtained from the administrative 
office at 1002 Dicky Lane, P.O. Box 2187, Laredo, Texas 78044-2187. 
 

B. Government-wide and Fund Financial Statements 
 
The government-wide financial statements (i.e., the statement of net position and the statement of 
activities) report information on all of the nonfiduciary activities of the primary government and its 
component units. Governmental activities, which are primarily supported by intergovernmental 
revenues, are reported separately from business-type activities, which rely to a significant extent on 
fees and charges to external customers.  

 
The statement of activities demonstrates the degree to which the direct expenses of a given function 
or identifiable activity is offset by program revenue.  Direct expenses are those that are clearly 
identifiable with a specific function or identifiable activity.  Program revenue includes 1) charges to 
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges 
provided by a given function or segment, and 2) grants and contributions that are restricted to meeting 
the operational or capital requirements of a particular function or segment.  Other items not properly 
included among program revenue are reported instead as general revenue. 

 
Separate financial statements are provided for governmental funds.  Major individual governmental 
funds are reported as separate columns in the fund financial statements. 

 
C. Measurement Focus and Basis of Accounting  

 
The accounting and financial reporting treatment is determined by the applicable measurement focus 
and basis of accounting. Measurement focus indicates the type of resources being measured such as 
current financial resources or economic resources. The basis of accounting indicates the timing of 
transactions or events for recognition in the financial statements. 
 
The government-wide financial statements are reported using the economic resources measurement 
focus and the accrual basis of accounting.  Revenue is recorded when earned and expenses are 
recorded when a liability is incurred, regardless of the timing of related cash flows. Grants and similar 
items are recognized as revenue as soon as all eligibility requirements imposed by the provider have 
been met.  
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 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

C. Measurement Focus and Basis of Accounting  
 
Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting.  Revenue is recognized as soon as it 
is both measurable and available.  Revenue is considered to be available when it is collectible within  
the current period or soon enough thereafter to pay liabilities of the current period.  For this purpose, 
the Council considers revenue to be available if it is collected within 60 days of the end of the current 
fiscal period.  Expenditures generally are recorded when a liability is incurred, as under accrual 
accounting.  However, debt service expenditures, as well as expenditures related to compensated 
absences and claims and judgments, are recorded only when payment is due.  General capital asset 
acquisitions under capital leases are reported as other financing sources. 
 
Expenditure-driven grants are recognized as revenue when the qualifying expenditures have been 
incurred and all other grant requirements have been met.  Grant revenue, rent revenue, membership 
dues and interest are susceptible to accrual.  All other revenue items are considered to be measurable 
and available only when cash is received by the Council. 

 
D.  Basis of Presentation – Government-Wide Financial Statements 

 
While separate government-wide and fund financial statements are presented, they are interrelated. 
The governmental activities column incorporates data from governmental funds, while the discreetly 
presented component unit column incorporates data from Brazos Valley Public Facility Corporation. 
Separate financial statements are provided for governmental funds and the fiduciary fund, even 
though the latter is excluded from the government-wide financial statements.  

 
As a general rule, the effect of interfund activity has been eliminated from the government-wide 
financial statements. Interfund services provided and used between functions are not eliminated in the 
statement of activities. To do so would misstate both the expenses of the purchasing function and the 
program revenues of the selling function.  

 
E.  Basis of Presentation – Fund Financial Statements 

 
The fund financial statements provide information about the Council’s funds, including its fiduciary 
funds and blended component units. Separate statements for each fund category— governmental and 
fiduciary—are presented. The emphasis of fund financial statements is on major governmental funds, 
each displayed in a separate column. All remaining governmental funds are aggregated and reported 
as nonmajor funds. Major individual governmental funds are reported as separate columns in the fund 
financial statements. 

 
The Council reports the following major governmental funds: 

 
The General Fund is the Council’s primary operating fund.  It accounts for all financial 
resources of the general government, except those accounted for in another fund. 
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 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

Additionally, the Council reports the following fund type: 
 
The S.T.E.D. Corporation account for the proceeds of specific revenue sources that is 
legally restricted to expenditure for specified purposes. S.T.E.D. Corporation is included 
as a component unit of STDC and serves as a non-profit organization to promote, 
stimulate and advance the economic development of Jim Hogg, Starr, Webb and Zapata 
Counties. 
 

F. Use of Estimates 
 

The preparation of financial statements in conformity with 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. 

 
G. Assets, Liabilities and Net Position or Equity 

 
Cash and Cash Equivalents 

 
Cash and equivalents are defined as short-term, highly liquid investments that are both readily 
convertible to known amounts of cash and so near their maturity that they present insignificant risk of 
changes in value because of changes in interest rates. Cash and cash equivalents in the Council’s 
financial statements include amounts in demand deposits and certificates of deposits.  

 
Authorized investments include obligations of the United States, or its agencies and instrumentalities, 
direct obligations of the State of Texas or its agencies, obligations of stated, agencies and other local 
governments having an investment rating of not less than A or its equivalent; certificates of deposit that 
are guaranteed by the Federal Deposit Insurance Corporation and other investments authorized by 
statutes governing public funds investment pools.  

 
Due from Grantor Agencies 
 
Due from grantor agencies represents amounts due from federal and state agencies for the various 
programs administered by the Council.  The receivable includes amounts due on programs closed-out 
and those in progress as of September 30, 2017. 

 
Other Receivables 

 
Other receivables represent amounts due from subcontractors and customers. 
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1.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
G. Assets, Liabilities and Net Position or Equity 

 
Prepaid Items 

 
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as 
prepaid items in both government-wide and fund financial statements. The cost of prepaid items is 
recorded as expenditures/expenses when consumed rather than when purchased. 

 
Unearned Revenue 

 
Unearned revenue represents amounts received from grantors in excess of qualifying expenditures for 
programs in progress as of September 30, 2017. 
 
Capital Assets 

 
Capital assets, which include property and equipment, are reported in the government-wide financial 
statements.  Capital assets are defined by the Council as assets with an initial, individual cost of more 
than $5,000 and an estimated useful life in excess of two years.  Such assets are recorded at historical 
cost or estimated historical cost if purchased or constructed.  Donated capital assets are recorded at 
estimated fair market value on the date received. 

 
The costs of normal maintenance and repairs are charged to operations as incurred.   

 
Assets are depreciated using the straight-line method over the following useful lives: 

 

        

Assets Years

Buildings and improvements 40
Furniture and equipment 5
Vehicles 5                

 
Compensated Absences 

 
Annual leave with pay will be granted to all regular, full-time employees. All employees with less 
than three years of planning agency service are entitled to thirteen days per year, employees with 
more than three but less than fifteen are entitled to twenty days and those with fifteen or more and 
entitled to twenty six days. Annual leave is accrued from the beginning of the fiscal year to the end of 
the fiscal year. Employees must take a minimum of twelve days during the fiscal year in which they 
were earned; otherwise, the employee forfeits these days. Annual leave in excess of these twelve days 
accumulated and not taken will be paid at the end of the fiscal year.  
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

G. Assets, Liabilities and Net Position or Equity 
 
Fund Balance Classification 

 
The governmental fund financial statements present fund balances based on classifications that 
comprise a hierarchy that is based primarily on the extent to which the Council is bound to honor 
constraints on the specific purposes for which amounts in the respective governmental funds can be 
spent.  The classifications used in the governmental fund financial statements are as follows: 

 
• Nonspendable:  This classification includes amounts that cannot be spent because they are 

either (a) not in spendable form or (b) are legally or contractually required to be maintained 
intact.  Nonspendable items are not expected to be converted to cash or are not expected to be 
converted to cash within the next year. 

 
• Restricted:  This classification includes amounts for which constraints have been placed on 

the use of the resources either (a) externally imposed by creditors, grantors, contributors, or 
laws or regulations of other governments, or (b) imposed by law through constitutional 
provisions or enabling legislation.  

 
• Committed:  This classification includes amounts that can be used only for specific purposes 

pursuant to constraints imposed by the Council’s highest level of decision making authority. 
These amounts cannot be used for any other purpose unless the Executive Committee 
removes or changes the specified use by taking the same type of action that was employed 
when the funds were initially committed. This classification also includes contractual 
obligations to the extent that existing resources have been specifically committed for use in 
satisfying those contractual requirements.  

 
• Assigned:  This classification includes amounts that are constrained by the Council’s intent to 

be used for a specific purpose but are neither restricted nor committed.  This intent can be 
expressed by the Executive Committee. 

 
• Unassigned:  This classification includes the residual fund balance for the General Fund. The 

unassigned classification also includes negative residual fund balance of any other 
governmental fund that cannot be eliminated by offsetting of assigned fund balance amounts. 
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 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

H.  Fringe Benefits and Indirect Costs  
 
General and administrative costs are recorded in the General Fund as indirect costs in the Council’s 
accounting system and allocated to special revenue funds based upon a negotiated indirect cost rate. 
Indirect costs are defined by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform 
Guidance) as costs “(a) incurred for a common or joint purpose benefiting more than one cost 
objective; and (b) not readily assignable to the cost objective specifically benefited, without effort 
disproportionate to the results achieved.” The Council’s indirect cost rate is based upon prior cost 
experience, documented by a cost allocation plan, and is approved by a state agency. It is the 
Council’s policy to negotiate with the agency a provisional rate which is used for billing purposes 
during the Council’s fiscal year. Upon the completion of an independent audit at the end of each 
fiscal year, the indirect cost rate is finalized with the agency. 
 
STDC groups all fringe benefits costs and all indirect or administrative costs into “cost pools” from 
which allocations are made to the various programs. The fringe benefits allocation is based on the 
amount of salaries chargeable to the programs. The indirect costs allocation is based on chargeable 
salaries, fringe benefits; the first $25,000 of contractual amounts for STDC bears the responsibility of 
monitoring and securing/reviewing audit reports and other direct costs excluding equipment.  
 
The allocation rates were determined as follows: 
 

Fringe benefit rate = Total benefits ∕ Chargeable time 
56.59% = $538,112 ∕ $950,895

Indirect cost rate = Indirect costs ∕ Total direct expenses 
14.92% = $310,518 ∕ $2,078,140  

                                
I.  Local Match  

 
In accordance with the terms and provisions of various grant contracts, the Council is required to 
provide a specified percentage of local matching funds to support certain grant programs. Local 
matching funds, from governments and other program participants, are recognized as revenue when 
funds are received.  
 

J.  Fund Balance Flow Assumption 
 
When an expenditure is incurred for purposes for which both restricted and unrestricted fund balance 
is available, the Council considers restricted funds to have been spent first. When an expenditure is 
incurred for which committed, assigned, or unassigned fund balances are available, the Council 
considers amounts to have been spent first out of committed funds, then assigned funds, and finally 
unassigned funds. 
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 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

K.  Net Position Flow Assumption 
 
Sometimes the Council will fund outlays for a particular purpose from both restricted (e.g., restricted 
grant proceeds) and unrestricted resources. In order to calculate the amounts to report as restricted net 
position and unrestricted net position in the government-wide financial statements, a flow assumption 
must be made about the order in which the resources are considered to be applied. It is the Council’s 
policy to consider restricted net position to have been depleted before unrestricted net position is 
applied.  

 
L.  Deferred outflows/inflows of resources 

 
In addition to assets, the statement of financial position will sometimes report a separate section for 
deferred outflows of resources. This separate financial statements 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/expenditure) until then. The Council has the 
following items that qualify for reporting in this category. 

 
• Pension contributions after measurement date – These contributions are deferred and recognized in 

the following fiscal year. 
 

• Difference in projected and actual earnings on pension assets – This difference is deferred and 
amortized over a closed five year period.  

 
In addition to liabilities, the statement of financial position will sometimes report a separate section 
for deferred inflows of resources. This separate financial statement element, deferred inflows or 
resources, represents an acquisition of net position that applies to a future period(s) and so will not be 
recognized as an inflow of resources (revenue) until that time. The Council has only one type of item 
that qualifies for reporting in this category. The difference in expected and actual pension experience 
is deferred and recognized over the estimated average remaining lives of all members determined as 
of the measurement date. 
 

M.  Pensions 
 
For purposes of measuring the net pension liability, deferred outflows of resources and deferred 
inflows of resources related to pensions, and pension expenses, information about the Fiduciary Net 
Position of the Texas County and District Retirement System (TCDRS) and additions to/deductions 
from TCDRS’s Fiduciary Net Position have been determined on the same basis as they are reported 
by TCDRS. For this purpose, plan contributions are legally due. Benefit payments and refunds are 
recognized when due and payable in accordance with the benefit terms. Investments are reported at 
fair value. 
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 2. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMETNS 
 

Explanation of Certain Differences Between the Governmental Fund Statement of Revenue, 
Expenditures and Changes in Fund Balances and the Government-wide Statement of Activities.  

 
The governmental fund statement of revenue, expenditures and changes in fund balances includes a 
reconciliation between net changes in fund balances – total governmental fund and changes in net 
position of governmental activities as reported in the government-wide statement of activities. Once 
element of that reconciliation explains, “Governmental funds report capital outlays as expenditures. 
However, in the statement of activities the cost of those assets is allocated over their estimated useful 
lives and reported as depreciation expense”. There were no capital asset additions for the year ending 
September 30, 2017. 

 
 3. BUDGETARY INFORMATION 

 
The Council’s financial plan is controlled at the project level with management authorized to make 
transfers of budgeted amounts between object class levels within a project, complying with restrictions 
imposed by grantor agencies. The Board of Directors approves the financial plan for revenue and 
expenditures. The financial plan for the grant funds is made on a project (grant) basis, spanning more than 
one year. Appropriations for all projects lapse at the end of a contract period which may not coincide with 
the fiscal year-end of the Council. Although the financial plans are reviewed and approved by the 
Council’s Board of Directors, they are not considered legally adopted budgets or appropriations. 
Accordingly, comparative budget and actual results are not presented in this report.  

 
 4. DETAILED NOTES ON ALL FUNDS 

 
Cash Deposits with Financial Institutions 
 
At September 30, 2017, the carrying amount of the Council’s deposits was $(862,142) and the bank 
balance was $434,836. The Council’s cash deposit at September 30, 2017 and during the year were 
covered by FDIC insurance or by pledged collateral held by the Council’s agent bank in the Council’s 
name. The Council monitors cash flows regularly when grant funds are received to ensure that the bank 
pledges sufficient collateral.  

 
Investments 

 
The Public Funds Investment Act (Government Code Chapter 2256) contains specific provisions in the 
areas of investment practices, management reports and establishment of appropriate policies. Among 
other things, it requires the Council to adopt, implement, and publicized an investment policy. The policy 
must address the following areas: (1) safety of principal and liquidity, (2) portfolio diversification, (3) 
allowable investments, (4) acceptable risk levels, (5) expected rates of return, (6) maximum allowable 
stated maturity date for the portfolio, (8) investment staff quality and capabilities, (9) and bid solicitation 
preferences for certificates of deposit.  
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4. DETAILED NOTES ON ALL FUNDS 
 
Investments 
 
The Statutes authorize the Council to invest in (1) obligations of the U.S. Treasury, certain U.S. agencies, 
and the State of Texas: (2) certificates of deposit, (3) certain municipal securities, (4) money market 
savings accounts, (5) repurchase agreements, (6) bankers acceptances, (7) Mutual Funds, (8) Investment 
pools, (9) guaranteed investment contracts, (10) and common trust funds. The Act also requires the 
District to have independent auditors perform test procedures related to investment practices as provided 
by the Act. The Council is in substantial compliance with the requirements of the Act and with local 
polices.  
 
The Council’s temporary investments at September 30, 2017, are shown below: 

Investment Type Fair Value Less Than 1 1 to 5 6 to 10 More Than 10
Texpool 247,227            247,227$          -$                  -$                  -$                  

Total Investments 247,227$          247,227$          -$                  -$                  -$                  

Investment Maturities (in years)

 
Additional policies and contractual provisions governing deposits and investments for the Council are 
specified below: 
 
Credit Risk -  In accordance with state law and the Council’s investment policy, investments in mutual 
funds and investment pools must be rated at least AAA or have an equivalent rating, commercial paper 
must be rated at least A-1, P-1 or have an equivalent rating, and obligations of states, agencies, counties, 
and cities must be at least A or its equivalent.  
 
Custodial Risk for Investments -  For an investment, this is the risk that, in the event of the failure of the 
counterparty, the Council will not be able to recover the value of its investments or collateral securities 
that are in the possession of an outside party. All investments held by third parties were fully 
collateralized and held in the Council’s name.  
 
Concentration of Credit Risk – The investment portfolio is diversified in terms of investment 
instruments and maturity scheduling to reduce risk of loss resulting from over concentration of assets in 
specific class of investments, specific maturity or specific issuer.  
 
Interest Rate Risk – In accordance with state law and the Council’s investment policy, the Council does 
not purchase any investments greater than five years for its operating funds.  
 
Foreign Currency Risk for Investments – The Council limits the risk that changes in exchange rates 
will adversely affect the fair value of an investment. At year-end, the Council was not exposed to foreign 
currency risk.  
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4. DETAILED NOTES ON ALL FUNDS 
 

Receivables  
 

Receivables as of year-end for the Council’s individual major funds and non-major funds in the 
aggregate, are as follows: 

 
General STED Total 

Receivables:
Grants 1,622,444$    -$            1,622,444$      
Notes -                 113,597      113,597           

Other 8,857             135             8,992               

Total receivables 1,631,301$    113,732$    1,745,033$      

 
 

Capital Assets 
 

Capital asset activity for the year ended September 30, 2017, is as follows: 
              

Beginning Ending
Balance Increases Decreases Balance

Government activities:
    Nondepreciable capital assets:
        Land 107,348$       -$         -$         107,348$       
        Construction in Progress -                -        -        -            
           Total nondepreciated assets 107,348      -        -        107,348      

   Depreciable capital assets 
      Furniture, equipment, vehicles & parking lot 199,361      -        36,206)(    163,155      
      Buildings and improvements 249,763      -        -        249,763      
      Vehicles & parking lot -            -        -        -            
           Total depreciable capital assets 449,124      -        36,206)(    412,918      

   Total capital assets 556,472      -        36,206)(    520,266      

Less accumulated depreciation:
      Furniture, equipment, vehicles & parking lot 198,530)(      831)(         36,206    163,155)(      
      Buildings and improvements 118,640)(      4,683)(      -        123,323)(      
          Total accumulated depreciation 317,170)(      5,514)(      36,206    286,478)(      
              Total capital assets being
                 depreciated, net 131,954      5,514)(      -        126,440      

Governmental activities capital assets, net 239,302$       5,514)$(      -$         233,788$       
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4. DETAILED NOTES ON ALL FUNDS 
 
Capital Assets 
 
Depreciation expense was charged to functions/programs as follows: 

 
Governmental activities:

General government 5,514$            

Total depreciation expense - governmental activities 5,514$             
 
Long –Term Liabilities  
 
Activity for the year ended September 30, 2017, was as follows: 
 

Beginning Ending 
Governmental Activities Balance Additions Retirements Balance

Net pension liability 578,541$      101,005$      124,656$      554,890$      
Total Long-Term Debt 578,541$      101,005$      124,656$      554,890$       

 
Retirement Plan  

  
 Plan Description  
 

The Council participates in a nontraditional defined benefit pension plan in the statewide Texas County 
and District Retirement System (“TCDRS”). The Board of Trustees of TCDRS is responsible for the 
administration of the statewide agent, multiple-employer, public employee retirement system consisting 
of nontraditional defined benefit pension plans. TCDRS issues a publicly available comprehensive annual 
financial report (CAFR) that can be obtained at www.tcdrs.org. 
 
All full-time and part-time non-temporary employees participate in the plan, regardless of the number of 
hours they work in a year. Employees in a temporary position are not eligible for membership. 
 
Benefits Provided 
 
TCDRS provides retirement, disability and survivor benefits for all of its eligible employees. Benefit 
terms are established by the TCDRS Act. The benefit terms may be amended as of January 1, each year, 
but must remain in conformity with the Act. 
 
Members can retire at age 60 and above with 10 or more years of service, with 30 years of service 
regardless of age, or when the sum of their age and years of service equals 80 or more. Members are 
vested after eight years of service, but must leave their accumulated contributions in the plan to receive 
any employer-financed benefit. Members who withdraw their personal contributions in a lump sum are 
not entitled to any amounts contributed by their employer. 
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4. DETAILED NOTES ON ALL FUNDS 
 
Retirement Plan 
 
Benefits Provided 
 
Benefit amounts are determined by the sum of the employee’s contributions to the plan with interest, and 
employer-financed monetary credits. The level of these monetary credits is adopted by the governing 
body of the employer within the actuarial constraints imposed by the TCDRS Act so that the resulting 
benefits can be expected to be adequately financed by the employer’s commitment to contribute. At 
retirement, death, or disability, the benefit is calculated by converting the sum of the employee’s 
accumulated contributions and the employer-financed monetary credits to a monthly annuity using 
annuity purchase rate prescribed the TCDRS Act.  
 
A summary of plan provisions for the Council are as follows: 
 

      

Employee deposit rate 7%
Matching ratio (Council to
employee) 150%
Years required for vesting 10
Service retirement eligibility 30 years to any age,

10 years at age 60 and above
Age plus your years of service equals 80

 
 
Employees covered by benefit terms 
 
At December 31, 2016 valuation and measurement date, the following employees were covered by the 
benefit terms: 
 

  

Inactive employees or beneficiaries currently receiving benefits 6             
Inactive employees entitled to but not yet receiving benefits 24           
Active employees 25           

55             
 
Contributions 
 
The contribution rates for employees in TCDRS are either 4%, 5%, 6%, or 7% of employee gross 
earnings, as adopted by the employer’s governing body. Participating employers are required to 
contribute at actuarially determined rates to ensure adequate funding for each employer’s plan. Under the 
state law governing TCDRS, the contribution rate for each entity is determined annually by the actuary 
and approved by the TCDRS Board of Trustees. The replacement life entry age actuarial cost method is 
used in determining the contribution rate. The actuarially determined rate is the estimated amount 
necessary to fund benefits in an orderly manner for each participate over his or her career so that 
sufficient funds are accumulated by the time benefit payments begin, with an additional amount to finance 
any unfunded accrued liability. 
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4. DETAILED NOTES ON ALL FUNDS 
 

Retirement Plan 
 
Employees for the STDC were required to contribute 7% of their annual gross earnings during the fiscal 
year.  The contributions rates for STDC was 11.77% in the calendar year 2016.  STDC’s contributions to 
TCDRS for the year ended December 31, 2016, were $124,656 and were equal to the required 
contributions. 
 
Net Pension Liability 

 
STDC’s Net Pension Liability (NPL) was measured as of December 31, 2016, and the Total Pension 
Liability (TPL) used to calculate the Net Pension Liability was determined by an actuarial valuation as of 
that date. 
 
Actuarial assumptions 

 
The Total Pension Liability in the December 31, 2016 actuarial valuation was determined using the 
following actuarial assumptions: 
 
Real Rate of Return 5%
Inflation 3%
Long-term investment return 8%  
 
Depositing members 

Service retirees, beneficiaries
and non-depositing members

Disabled retirees

The RP-2000 Active Employee Mortality Table for males with a two-
year set-forward and the RP-2000 Active Employee Mortality Table 
for females with a four-year setback, both projected to 2014 with scale 
AA and then projected with 110% of the MP-2014 Ultimate scale after 
that. 

The RP-2000 Combined Mortality Table projected to 2014 with scale 
AA and then projected with 110% of the MP-2014 Ultimate scale after 
that, with a one-year set-forward for males and no age adjustment for 
females.

RP-2000 Disabled Mortality Table projected to 2014 with scale AA 
and then projected with 110% of the MP-2014 Ultimate scale after 
that, with no age adjustment for males and a two-year set-forward for 
females.  

 
The actuarial assumptions that determined the total pension liability as of December 31, 2016, were based 
on the results of an actuarial experience study for the period January 1, 2009 through December 31, 2012, 
except for mortality assumptions. Mortality assumptions were updated for the 2016 valuation to reflect 
projected improvements.  
 
The long-term expected rate of return on pension plan investments is 8.0%. The pension plan’s policy in 
regard to the allocation of invested assets is established and may be amended by the TCDRS Board of 
Trustees.  
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4. DETAILED NOTES ON ALL FUNDS 
 

Retirement Plan 
 

Actuarial assumptions 
 
The long-term expected rate of return on TCDRS assets is determined by adding expected inflation to 
expected long-term real returns, and reflecting expected volatility and correlation. The capital market 
assumptions and information shown below are provided by TCDRS’ investment consultant, Cliffwater 
LLC. The numbers shown are based on January 2017 information for a 7-10 year time horizon. The 
valuation assumption for long-term expected return is re-assessed at a minimum of every four years, and is 
set based on a 30-year time horizon; the most recent analysis was performed in 2013.  
 
The target allocation and best estimates of geometric real rates return for each major assets class are 
summarized in the following table: 
 

Asset Class Benchmark
Target 

Allocation 

Geometric Real 
Rate of Return 

(Expected 
minus Inflation)

US Equities  Dow Jones U.S. Total Stock Market Index 13.50% 4.70%
Private Equity  Cambridge Associates Global Private 16.00% 7.70%

 Equity & Venture Capital Index 
Global Equities  MSCI World (net) Index  1.50% 5.00%
International Equities - Developed  MSCI World Ex USA (net) 10.00% 4.70%
International Equities - Emerging  MSCI World Ex USA (net) 7.00% 5.70%
Investment - Grade Bonds Bloomberg Barclays U.S. Aggregate Bond Index 3.00% 0.60%
High - Yield Bonds  Citigroup High - Yield Cash - Pay Capped Index 3.00% 3.70%
Opportunistic Credit  Citigroup High - Yield Cash - Pay Capped Index 2.00% 3.83%
Direct Lending S&P/LSTA Leveraged Loan Index 10.00% 8.15%
Distressed Debt Cambridge Associates Distressed Securities Index 3.00% 6.70%
REIT Equities  67% FTSE NAREIT Equity REITs Index 2.00% 3.85%

 + 33% FTSE EPRA/NAREIT Global Real
 Estate Index 

Master Limited Partnerships (MLPs)  Alerian MLP Index  3.00% 5.60%
Private Real Estate Partnerships  Cambridge Associates Real Estate Index 6.00% 7.20%

 Hedge Fund Research, Inc. (HFRI) Fund of Funds
Hedge Funds  Composite Index 20.00% 3.85%
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4. DETAILED NOTES ON ALL FUNDS 
 
 Retirement Plan 

 
Discount Rate 
 
The discount rate used to measure the Total Pension Liability was 8.1%. The projection of cash flows used 
to determine the discount rate assumed that employee and employer contributions will be made at the rates 
specified in statue. Based on that assumption, the pension plan’s Fiduciary Net Position was projected to be 
available to make all projected future benefit payments of current active and inactive employees. Therefore, 
the long-term expected rate of return on pension plan investments was applied to all period of projected 
benefit payments to determine the Total Pension Liability. 

  
Changes in the Net Pension Liability 
 
Changes in Net Position Liability / (Asset) 

Total  Pension    
Liability 

Plan           
Fiduciary           

Net Pension 
Net  Pension        

Liability
(a) (b) (a) - (b)

Balance as of December 31, 2015 4,043,483$              3,464,942$              578,541$                 

Changes for the year:
Service cost 131,992                   -                          131,992                   
Interest on total pension liability 325,543                   -                          325,543                   
Effect of plan changes -                          -                          -                          
Effect of economic/demographic gains or losses (1,719)                     -                          (1,719)                     
Effect of assumptions changes or inputs -                          -                          -                          
Refund of contributions (197)                        (197)                        -                          
Benefit payments (181,632)                 (181,632)                 -                          
Administrative expenses -                          (2,788)                     2,788                       
Member contributions -                          73,761                     (73,761)                   
Net investment income -                          256,623                   (256,623)                 
Employer contributions -                          124,656                   (124,656)                 
Other -                          27,215                     (27,215)                   

Balance at December 31, 2016 4,317,470$              3,762,580$              554,890$                 

Increase (decrease)
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4. DETAILED NOTES ON ALL FUNDS 
 
Retirement Plan 
 
Sensitivity Analysis 

 
The following presents the net pension liability of the county/district calculated using the discount rate of 
8.10%, as well as what STDC’s net pension liability would be if it were calculated using a discount rate that 
is 1 percentage point lower (7.10%) or 1 percentage point higher (9.10%) than the current rate. 
 

          

Current Discount 
1% Decrease Rate 1% Increase

7.10% 8.10% 9.10%
Total pension liability 4,852,000$       4,317,470$           3,872,201$       
Fiduciary net position 3,762,580         3,762,580             3,762,580         
Net pension liability / (asset) 1,089,420$       554,890$              109,621$          

 
 
Pension Plan Fiduciary Net Position 
 
Detailed information about the pension plan’s Fiduciary Net Position is available in a separately-issued 
TCDRS financial report. The report may be obtained on the Internet at www.tcdrs.org. 
 
Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to 
Pensions 
 
For the year ended September 30, 2017, the Council recognized pension expense of $171,660.  At 
September 30, 2017, the Council reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources: 
 
Deferred Inflows / Outflows of Resources Deferred Deferred

Inflows of Outflows of
Resources Resources

Differences between expected and actual experience 10,220$       19,161$         
Changes in assumptions -               31,688           
Net Difference between projected and actual earnings -               242,840         
Contributions made subsequent to measurement date -               91,351           

Total 10,220$       385,040$       

 
 
 
 
 
 
 
 
 
 

http://www.tcdrs.org/
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4. DETAILED NOTES ON ALL FUNDS 
 
Retirement Plan 
 
Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to 
Pensions 
 
$91,351 reported as deferred outflows of resources related to pension resulting from contributions 
subsequent to the measurement date will be recognized as a reduction of the net pension liability for the year 
ending September 30, 2017. Other amounts reported as deferred outflows and inflows of resources related to 
pensions will be recognized in pension expenses as follows: 
 

Year ended December 31:
2018 94,602$      
2019 94,602        
2020 83,980        
2021 10,572        
2022 (286)            
Thereafter -               

 
Related Party Transactions 
 
STDC has entered into administrative service agreements with Border Area Nutrition Council, Inc. 
(BANC) and S.T.E.D. Corporation to provide the following services for those organizations: 
 

• Assistance with business management  
• Accounting services 
• Secretarial services  
• Assistance with reporting requirements  
• Supportive staff services  

 
Two members of the Board of Directors of BANC are also members of the Board of Directors of STDC. 
S.T.E.D. Corporation is a component unit of STDC. BANC is excluded from the reporting entity; 
however, STDC is its primary funding source. 

 
Concentrations of Risk  
 
A substantial portion of STDC’s revenue is in the form of performance contracts from granting agencies. 
As a result, STDC’s overall operations are contingent upon future funding by the granting agencies.  
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4. DETAILED NOTES ON ALL FUNDS 
 

Risk Management  
 
The Council is exposed to various risks of loss related to torts; theft of, damage to a destruction of assets; 
errors and omissions; injuries to employees; and natural disaster. The Council maintains worker’s 
compensation and other risks of loss coverage through commercial insurance carries. The Council 
management believes such coverage is sufficient to preclude any significant uninsured losses to the 
Council. There were no significant reductions in insurance coverage form coverage in the prior year. 
There were no insurance settlements which exceeded insurance coverage in any of the past three years.  
 
The Council purchases insurance coverage through the Texas Municipal League Intergovernmental Risk 
Pool. Insurance coverage is as follows: 
 

Policy Limits on Liability 
Public Employee Dishonesty $100,000 per occurrence/per employee

Forgery or Alteration $100,000

General Liability $1,000,000 per occurrence
$2,000,000 annual aggregate 

Errors and Omissions $1,000,000 per occurrence
$2,000,000 annual aggregate 

Real and Personal Property $1,100,000 limit of coverage 

Boiler and Machinery $100,000 per accident  
 

Contingencies  
 
The Council contract with local governments or other local delegate agencies to perform the specific 
services set forth in certain grant agreements. The Council disburses grant funds to the delegate agencies 
based on monthly expenditure reports received from each delegate agency.  

 
The Council contract with local governments or other local delegate agencies to perform the specific 
services set forth in certain grant agreements. The Council disburses grant funds to the delegate agencies 
based on monthly expenditure reports received from each delegate agency.  
 
Each delegate agency is required to have an independent audit at least once every two years. The Council 
requires each delegate agency to submit copy of the audit reports. If such audits disclose expenditures not 
in accordance with terms of the grants, the grantor agency could disallow the costs and require 
reimbursement of the disallowed costs either from the Council or the delegate agency. The Council 
generally has the right of recovery from the delegate agency.  
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4. DETAILED NOTES ON ALL FUNDS 
 

Contingencies  
 

Some of the audits of the delegate agencies’ expenditures for the year ended September 30, 2017, have 
not been completed. Based on prior experience, the Council management believes that the Council will 
not incur significant losses from possible grant disallowance. 

 
Litigation  
 
Management has represented that there is no litigation pending against STDC.  
 
Prior Period Adjustment 
 
To adjust prior years prepaid and indirect cost.  The amount of the prior period adjustment is $15,693.   
 

 
 
 
 
  
 



SUPPLEMENTAL SCHEDULES 



U.S. U.S. Office
Department Department of the

of Commerce of Transportation Governor
REVENUES

Intergovernmental 88,319$         96,325$              126,417$       
Local -                -                      -                 
Program income -                -                      -                 
Investment income 264 -                      -                 
Other income 21,816           1,396                  91                  

Total revenues 110,399         97,721                126,508         

EXPENDITURES
General government -                -                      -                 
Housing and urban development -                -                      -                 
Environmental quality -                -                      -                 
Emergency management -                -                      126,508
Aging -                -                      -                 
HIV intervention and prevention -                -                      -                 
Transportation -                97,721 -                 
Economic development 110,399         -                      -                 

Total expenditures 110,399$       97,721$              126,508$       

SOUTH TEXAS DEVELOPMENT COUNCIL

SCHEDULE OF GRANT REVENUES AND EXPENDITURES

BY FUNDING SOURCE

FOR THE YEAR ENDED SEPTEMBER 30, 2017

(with comparative information for the year ended September 30, 2016)



Texas
Texas Texas Department

Commission on Department of Housing
Environmental of State and Community

Quality Health Services Affairs

194,823$               4,118,724$            1,020,884$             
-                         -                         -                         
-                         71,654 -                         
43 -                         -                         

-                         11,000                   14,443                    
194,866                 4,201,378              1,035,327               

-                         -                         -                         
-                         -                         1,035,327

194,866 -                         -                         
-                         -                         -                         
-                         -                         -                         
-                         4,201,378 -                         
-                         -                         -                         
-                         -                         -                         

194,866$               4,201,378$            1,035,327$             
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Texas U.S. 
Department Department of Texas

of Homeland Department
Agriculture Security of Aging

REVENUES
Intergovernmental 6,217$           249,907$      2,058,489$       
Local -                -                -                    
Program income -                -                76,479
Investment income -                -                -                    
Other income -                -                43,196              

Total revenues 6,217             249,907        2,178,164         

EXPENDITURES
General government -                -                -                    
Housing and urban development 6,217 -                -                    
Environmental quality -                -                -                    
Emergency management -                249,907 -                    
Aging -                -                2,178,164
HIV intervention and prevention -                -                -                    
Transportation -                -                -                    
Economic development -                -                -                    

Total expenditures 6,217$           249,907$      2,178,164$       

SOUTH TEXAS DEVELOPMENT COUNCIL

SCHEDULE OF GRANT REVENUES AND EXPENDITURES

BY FUNDING SOURCE

FOR THE YEAR ENDED SEPTEMBER 30, 2017

(with comparative information for the year ended September 30, 2016)



S.T.E.D.
Other Corporation 2017 2016

-$           -$                 7,960,105$       7,165,019$       
15,000 -                   15,000              48,512              

-             -                   148,133            70,459              
1,432 3,623 5,362                1,499                

127,983      -                   219,925            97,606              
144,415      3,623               8,348,525         7,383,095         

119,658 -                   119,658            60,750              
-             -                   1,041,544         1,178,048         
-             -                   194,866            200,322            
-             -                   376,415            311,935            
-             -                   2,178,164         1,832,417         
-             -                   4,201,378         3,631,090         
-             -                   97,721              -                    
-             1,672               112,071            136,673            

119,658$    1,672$             8,321,817$       7,351,235$       

Totals
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Budget Actual
INDIRECT COSTS

Salaries 247,453$        258,099$    
Travel 3,850              1,496          
General and administrative 85,573            50,623        

Total indirect costs 336,876$        310,218$    

INDIRECT COST RATE COMPUTATION

Total indirect costs 334,876$        310,218$    

Total direct program expenditures 8,105,715       7,092,419   
Less: capital outlay/contracts in excess of $25,000 5,861,853       5,046,179   

Net direct program expenditures 2,243,862       2,046,240   

Computed rate 14.92% 15.16%

(OVER)/UNDER RECOVERY OF INDIRECT COSTS

Fiscal year 2017 actual indirect costs 310,218$    
Cumulative (over)/under recovered indirect cost per 2016 audit 26,915        
Less indirect costs recovered in fiscal year 2017 (310,058)     

ACCUMULATED (OVER)/UNDER RECOVERED INDIRECT COSTS 27,075$      

SOUTH TEXAS DEVELOPMENT COUNCIL

SCHEDULE OF INDIRECT COSTS AND COMPUTATION
OF INDIRECT COST RATE - BUDGET TO ACTUAL

YEAR ENDED SEPTEMBER 30, 2017
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REQUIRED SUPPLEMENTARY 
INFORMATION 
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2016 2015 2014

Total Pension Liability
Service cost 131,992$        111,855$        101,639$      
Interest on total pension liability 325,543          305,961          285,663        
Effect of plan changes - (22,588)           -                
Effect of assumptions changes or inputs - 47,533            -                
Effect of economic/demographic (gains) or losses (1,719)             (13,181)           38,322          
Benefit payments/refunds of contributions (181,829)         (188,957)         (195,477)       

Net change in total pension liability 273,987          240,621          230,146        

Total pension liability, beginning 4,043,483       3,802,862       3,572,716     
Total pension liability, ending (a) 4,317,470       4,043,483       3,802,862     

Fiduciary Net Position
Employer contributions 124,656          117,190          114,119        
Member contributions 73,761            71,271            68,218          
Investment income net of investment expenses 256,623          (48,049)           217,360        
Benefit payments/refunds of contributions (181,829)         (188,957)         (195,477)       
Administrative expenses (2,788)             (2,512)             (2,634)           
other 27,215            (3,228)             (6,256)           

Net change in fiduciary net position 297,638          (47,829)           195,330        

Fiduciary net position, beginning 3,464,942       3,512,772       3,317,442     
Fiduciary net position, ending (b) 3,762,580       3,464,942       3,512,772     

Net pension liability / (asset), ending (a) - (b) 554,890$        578,541$        290,090$      

Fiduciary net position as a % of total pension liability 87.15% 85.69% 92.37%

Pensionable covered payroll 1,053,728$     1,018,158$     974,541$      

Net pension liability as a % of covered payroll 52.66% 56.82% 29.77%

South Texas Development Council
Schedule of Changes in the Employer's Net Pension Liability and Related Ratios

For the Year Ended September 30, 2017
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Fiscal Year Ended 
December 31,

Actuarially 
Determined 
Contribution

Actual 
Employer 

Contribution

Contribution 
Deficiency 
(Excess)

Pensionable 
Covered 
Payroll

Actual 
Contribution as a 

% of Covered 
Payroll

2007 58,604$          58,604$         -$           733,466$     8.0%
2008 66,705            66,705           -             829,665       8.0%
2009 101,959          101,959         -             1,064,287    9.6%
2010 108,710          108,710         -             1,188,088    9.1%
2011 132,033          132,033         -             1,222,881    10.8%
2012 115,471          115,471         -             1,081,185    10.7%
2013 112,582          112,582         -             1,019,768    11.0%
2014 114,119          114,119         -             974,541       11.7%
2015 117,190          117,190         -             1,018,158    11.5%
2016 124,656          124,656         -             1,053,728    11.8%

South Texas Development Council
Schedule of Employer Contributions

For the Year Ended September 30, 2017
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Valuation Timing Actuarially determined contribution rates are calculated as of December 31, 
two year prior to the end of the fiscal year in which contributions are reported.

Methods and assumptions used to determine contribution rates:
Actuarial Cost Method Entry Age 
Amortization Method Level percentage of payroll, closed
Remaining Amortization Period 11.6 years (based on contribution rate calculated in 12/31/2016 valuation)
Asset Valuation Method 5-year smoothed market

Inflation 3.0%

Salary Increases Varies by age and service. 4.9% average over career including inflation.
Investment Rate of Return 8% net of investment expenses, including inflation
Retirement Age Members who are eligible for service retirement are assumed to 

commence receiving benefit payments based on age.  The average age at
service retirement for recent retirees is 61.

Mortality In the 2015 actuarial valuation, assumed life expectancies were adjusted
as a result of adopting a new projection scale (110% of the MP-2014
Ultimate Scale) for 2014 and later.  Previously Scale AA had been used.
The base table is the RP-2000 table projected with Scale AA to 2014.

Changes in Plan Provisions No changes in plan provisions are reflected in the Schedule of Employer
Reflected in the Schedule * Contributions.

*Only changes effective 2015 and later are shown in the Notes to Schedule.

South Texas Development Council
Notes to Schedule of Employer Contributions

For the Year Ended September 30, 2017
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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  

To the Board of Directors 
South Texas Development Council 
Laredo, Texas 

We have audited, 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, the financial statements of the governmental activities, the aggregate 
discretely presented component unit, each major fund, and the aggregate remaining fund information of South 
Texas Development Council as of and for the year ended September 30, 2017, and the related notes to the 
financial statements, which collectively comprise South Texas Development Council’s basic financial statements, and 
have issued our report thereon dated June 28, 2018. 

Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered South Texas Development Council’s 
internal control over financial reporting (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 of 
expressing an opinion on the effectiveness of South Texas Development Council’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of South Texas Development Council’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 of performing their assigned functions, to prevent, or detect and correct misstatements 
on a timely basis. A material weakness is a deficiency, or a 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 over financial reporting 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 financial reporting 
that might be 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 over financial reporting that we consider to be material weaknesses. However, material 
weaknesses may exist that have not been identified. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether South Texas Development Council's financial statements 
are free from material misstatement, we perfonned tests of its con1pliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination 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 of our tests disclosed 
instances of noncompliance or other matters that are required to be reported under Govern1nent Auditing Standards. 

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. 

gtfll,6MM 1 ~~~~ ,C c"I? 
Brownsville, Texas 
June 28, 2018 

42 



 

 

 
REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM AND 
REPORT ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE 

WITH THE UNIFORM GUIDANCE  
 
 
To the Board of Directors 
South Texas Development Council 
Laredo, Texas 
 
Report on Compliance for Each Major Federal Program 
 
We have audited South Texas Development Council’s compliance with the types of compliance requirements 
described in the U.S. Office of Management and Budget (OMB) Compliance Supplement that could have a direct and 
material effect on each of South Texas Development Council’s major federal programs for the year ended September 
30, 2017. South Texas Development Council’s major federal programs are identified in the summary of auditor’s 
results 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. 
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on compliance for each of South Texas Development Council’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 (CFR) 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 perform 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 major federal program occurred. An audit includes examining, on a test basis, evidence 
about South Texas Development Council’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 our opinion on compliance for each major federal program. 
However, our audit does not provide a legal determination of South Texas Development Council’s compliance. 
 
Opinion on Each Major Federal Program 
 
In our opinion, South Texas Development Council complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on each of its major federal programs for 
the year ended September 30, 2017.  
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Report 011 J11ter11al Control over Contpliance 

Management of South Texas Development Council 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 South Texas Development Council's internal control over compliance with the 
types of requirements that could have a direct and material effect on each major federal program as a basis for 
designing 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 inte111al 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 South Texas Development 
Council'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 con·ect noncompliance with a type of compliance requirement of a federal program on a timely basis. A 
material lYeakness in internal control over con1pliance is a deficiency, or combination of deficiencies in internal 
conh·ol 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 con1pliance is a deficiency, or a combination of deficiencies, in internal 
control over compliance with a type of compliance requirement of a federal progran1 that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those charged with 
gove1nance. 

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, and therefore, material weaknesses or significant deficiencies may exist that 
were not identified. 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. 

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. 

Brownsville, Texas 
June 28, 2018 
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Federal Grantor/Pass-through Federal CFDA Pass-through
Grantor/Program Title Number Grantor's Number Expenditures

FEDERAL AWARDS

U.S. Department of Agriculture
Pass through Texas Department of Aging & Disability Services:
Nutrition Services Incentive Program (NSIP) 93.053 539-16-0007-00001 200,028$           
Total U.S. Department of Agriculture 200,028             

U.S. Department of Commerce
Pass through Economic Development Administration:
Support for Planning Organization 11.302 08-83-04747 88,319               
Total U.S. Department of Commerce 88,319               

U.S. Department of Housing & Urban Development
Pass through Texas Department of State Health Services
TDH HIV/HOPWA 14.241 537-16-0510-0001 522,117             
TDH HIV/HOPWA 14.241 2016-002567-01 321,179             
Total Texas Department of State Health Services 843,296             

Pass through Texas Department of Agriculture
Community Development Block Grant 14.228 C716222 5,977 
Community Development Block Grant 14.228 C816222 240 
Total Texas Department of Agriculture 6,217 

Total U.S. Department of Housing & Urban Development 849,513             

U.S. Department of Health & Human Services
Pass through Texas Department on Aging & Disability Services:
Title VII, EAP, Chapter 3, Prevention 1 93.041 539-16-0007-00001 4,909 
Title VII, OAG, Chapter 2, Long Term Care Ombudsmen Services for Individual 1 93.042 539-16-0007-00001 7,136 
Title III, Part D, Disease Prevention and Health Promotion Services 1 93.043 539-16-0007-00001 19,853               
Title III, Part B, Supportive Services 1 93.044 539-16-0007-00001 495,265             
Title III, Part C, Nutrition Services 1 93.045 539-16-0007-00001 755,084             
Title III, Part E, National Caregiver Support 1 93.052 539-16-0007-00001 158,357             
ACL SHIAP 1 93.324 539-16-0007-00001 51,653               
MIPPA Priority AREA 2 1 93.071 539-16-0007-00001 20,409               
No Wrong Door 93.518 539-14-0475-00006  1,380
ACL Respite Program 93.072 539-14-0475-00006 22,358               
MIPPA 93.071 539-14-0475-00006 18,290               
MFP - Housing Navigator 93.791 539-14-0475-00006 46,541               
Total Texas Department on Aging & Disability Services 1,601,234          

Pass through Texas Department of State Health Services:
Ryan White HIV 93.917 537-17-0160-0001 1,051,221          
Ryan White HIV 93.917 2016-001463-00 1,241,149          
Total Texas Department of State Health Services 2,292,370          

Total Texas Health and Human Services Commission 3,893,604          

 1 Aging Cluster

SOUTH TEXAS DEVELOPMENT COUNCIL

SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS

YEAR ENDED SEPTEMBER 30, 2017
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Federal Grantor/Pass-through Federal CFDA Pass-through
Grantor/Program Title Number Grantor's Number Expenditures

FEDERAL AWARDS
Pass through Texas Department of Housing & Community Affairs:
Community Services Block Grant 93.569 61160002394 96,595               
Community Services Block Grant 93.569 61170002644 141,372             
Community Services Block Grant Discretionary 93.569 61170002689 6,243 
Comprehensive Energy Assistance Program 93.568 58160002353 194,981             
Comprehensive Energy Assistance Program 93.568 58170002602 581,693             
Total Texas Department of Housing & Community Affairs: 1,020,884          

Total U.S. Department of Health & Human Services 4,914,488          

20.515 512XXF7122 96,325               

U. S. Department of Transportation
Pass through Texas Department of Transportation 
Regional Coordinated Transportation Plan
Total U. S. Department of Transportation 96,325               

U.S. Department of Homeland Security
Pass through Texas Division of Emergency Management
2015 SHSP 97.067 15-HS-129654-01 22,166               
2016 SHSP 97.067 16-HS-129654-02 161,220             
2017 SHSP 97.067 16-HS-129653-02 61,415               
Pass through Texas Department of Public Safety
Pre-Disaster Mitigation Grant FY 2016 97.047 EMTY-2017-PC-002 5,105 
Total U.S. Department of Homeland Security 249,906             

Total Federal Awards 6,398,580          

STATE AWARDS

Office of the Governor
Regional Criminal Justice Coordination P.O. 30071047 30,640               
Regional Criminal Justice Coordination P.O. 30080281 9,660 
Homeland Security Grants Division P.O. 30070160 23,016               
Homeland Security Grants Division P.O. 30080190 1,430 
Peace Officer School 2016 1473815 61,044               
Peace Officer Training Project 1473816 627 
Total Office of the Governor 126,417             

Texas Commission on Environmental Quality
Regional Solid Waste Implementation 582-16-60665 194,823             
Total Texas Commission on Environmental Quality 194,823             

Texas Department of Aging & Disability Services
State General Revenue AAA 539-16-0007-00001 114,680             
State General Revenue ADRC 539-14-0475-00006 132,242             
State General Revenue ADRC 539-14-0475-00006 10,304               
Total Texas Department of Aging & Disability Services 257,226             

Texas Department of State Health Services
HIV St. Services 2016-003758-00 919,565             
HIV St. Services 537-18-00120001 63,494               
Total Texas Department of State Health Services 983,059             

Total State Awards 1,561,525          

Total Federal and State Awards 7,960,105$        

YEAR ENDED SEPTEMBER 30, 2017

SOUTH TEXAS DEVELOPMENT COUNCIL

SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
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SOUTH TEXAS DEVELOPMENT COUNCIL 
 

NOTES TO SCHEDULE OF EXPENDITURES OF 
FEDERAL AND STATE AWARDS 

 
SEPTEMBER 30, 2017 

 
 
 
1. GENERAL 
 
 The Schedule of Expenditures of Federal and State Awards presents the activity of all applicable federal 

and state awards programs of the South Texas Development Council.  The Council's reporting entity is 
defined in Note 1 of the basic financial statements.  Federal and state awards received directly from 
federal and state agencies, as well as awards passed through other government agencies, are included on 
the Schedule of Expenditures of Federal and State Awards. 

 
 
2. BASIS OF ACCOUNTING 
 
 The Schedule of Expenditures of Federal and State Awards is presented using the modified accrual basis 

of accounting.  The modified accrual basis of accounting is described in Note 1 of the basic financial 
statements.  The information in this schedule is presented in accordance with the requirements of Uniform 
Guidance, Audits of States, Local Governments, and Nonprofit Organizations.  Therefore, some of the 
amounts presented in this schedule may differ from amounts presented in, or used in the preparation of, 
the financial statements. 

 
 
3. INDIRECT COST 

 
The Council has elected not to us the 10% de minims indirect cost rate as allowed in the Uniform 
Guidance. 
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SOUTH TEXAS DEVELOPMENT COUNCIL 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED SEPTMEBER 30, 2017 
 

 
I.    Summary of the Auditors' Results: 
  
       The type of auditors' report on financial statements:        Unmodified 
 
       Regarding internal control over financial reporting: 
      
   a.   Material weakness(es) identified:           None 
 
  b.   Significant deficiencies identified that are not considered 
           to be material weaknesses:             None Reported 
 
  c. Noncompliance which is material to the financial statements:  None 
 
  d. Regarding internal control over major programs: 
            

Material weakness(es) identified:           None reported  
           

Significant deficiencies identified that are not considered 
             to be material weaknesses:             None 
 

  e. Type of auditors' report on compliance with major programs:  Unmodified 
 
  f. Any audit findings which are required to be reported in  
        accordance with the Uniform Guidance:         No 
  
  g. Major programs are as follows:      
                                                                                                       CFDA 93.917 HIV Care Formula-Ryan White 
                                                                                                     CFDA 14.241 Housing Opportunities for 
                                                                                                                                        Persons with AIDS 
 
                                                                                                      HIV St. Services 
                                                                                                      2016-003758-00 
       
      h. Dollar threshold used to distinguish between Type A and  
           Type B programs:                $750,000 
 

   i.     Low risk auditee:                Yes 
 

 
II.  Findings relating to the Financial Statements which are required to be reported in accordance with 

Generally Accepted Government Auditing Standards.  
 
None reported. 
 
 

III. Findings and Questioned Costs for Federal Awards.   
      

None reported. 
 



SOUTH TEXAS DEVELOPMENT COUNCIL 

SUMMARY SCHEDULE OF 
PRIOR AUDIT FINDINGS 

FOR THE YEAR ENDED SEPTEMBER 30, 2017 

None 
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