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INDEPENDENT AUDITORS’ REPORT 

To the School Board of 
Sam Houston State University Charter School: 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Sam Houston State University Charter School (the “School”) (a 
department of Sam Houston State University, which is an agency of the State of Texas) as of and for the year 
ended August 31, 2020, and the related notes to the financial statements, which collectively comprise the School’s 
basic financial statements as listed in the table of contents.   

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
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Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities, each majo
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Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our repor
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FINANCIAL ANALYSIS OF THE SCHOOL AS A WHOLE 
 
The School’s net position was a $44,747 at August 31, 2020. Table 1 focuses on net position while Table 2 shows 
the revenues and expenses that changed the net position balance during the fiscal year ended August 31, 2020.  
  

Table 1
Net Position

Current assets $ 84,121           $ 223,194         $ (139,073)        
Total Assets 84,121           223,194         (139,073)        

Current liabilities 28,382           11,559           16,823           
Noncurrent liabilities 10,992           681,995         (671,003)        

Total Liabilities 39,374 693,554         (654,180)        

Net Position:
  Restricted 541                1,284             (743)               
  Unrestricted 44,206           (471,644)        515,850         

Total Net Position $ 44,747           $ (470,360)        $ 515,107         

Table 2
Changes in Net Position

Revenues
Program revenues:

Operating grants and contributions $ 58,861
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Current year end ending net position was $44,747, which is an increase of $515,107 over the prior year’s net 
position deficit of $470,360. Total revenue for governmental activities increased by $647,690 which is primarily 
due to an increase in grants and contributions.  The increase in total revenue is offset by an increase in total 
expenses of $395,735. This increase in expenses is mainly due to a rise in instruction, and plant maintenance and 
operations. Both the increases in revenue and expenses can be attributed to the growth in enrollment for the 
School during the third year of operation.whic
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Data 
Control
Codes

Assets
1110 Cash and cash equivalents $ 36,064 
1240 Due from other governments 48,057 
1000 Total Assets 84,121 

Liabilities
Current liabilities:

2110 Accounts payable 19,486 
2310 Deferred revenue 8,844
2190 Due to students 52 

Total current liabilities 28,382 
Noncurrent liabilities:

2181



(This page intentionally left blank.)
18



Data
Control Governmental
Codes

Primary Government
Governmental Activities

0011 Instruction $ 2,037,042    $ 58,861         $ (1,978,181)    
0013 Curriculum and staff development 8,441           -                   (8,441)           
0023 School leadership 110,563       -                   (110,563)       
0041 General administration 152,032       -                   (152,032)       
0051 Plant maintenance and operations



Data
Control
Codes

Assets
1110 Cash and cash equivalents $ 26,679        $ 8,844          $ - $ 541 
1240 Due from other governments 37,065        - 10,992 - 
1000 $ 63,744        $ 8,844          $ 10,992        $ 541 

Liabilities
2110 Accounts payable $ 19,486        $ - $ - $ - 
2181 Due to Sam Houston State University - 

$  



$ 36,064        
48,057        

$ 84,121        

$ 19,486        
10,992        

52 
8,844          

39,374        

541 
44,206        
44,747        

84,121        

$ 44,747

- 
$ 44,747        

Total
Governmental

98

Funds
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Data
Control
Codes

Revenues
5700 Local and intermediate sources $ - $ - $ - $ 2,404 
5800 State program revenues 3,144,760   - - - 
5900 Federal program revenues - 13,496 10,992        34,373        
5000 3,144,760   13,496        10,992        36,777        

Expenditures
Current:

0011 Instruction 1,991,774   13,496        - 31,772 
0013 Curriculum/instructional staff development 5,077 - - 3,364 
0023 School leadership 110,563      - - - 
0041 General administration 149,648      - - 2,384 
0051 Plant maintenance and operations 371,848      - - - 
0052 Security and monitoring - - 10,992        - 
6000 2,628,910   13,496        10,992        37,520        

1200 515,850      - - (743) 

0100 Beginning fund balances (471,644)     - - 1,284 
3000 $ 44,206        $ - $ - $ 541 
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$ 2,404 
3,144,760     

58,861          
3,206,025     

2,037,042     
8,441 

110,563        
152,032        
371,848        
10,992          

2,690,918     

515,107        

(470,360)       
$ 44,747          

$ 515,107        

- 
$ 515,107        

Funds
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C. 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. Separate financial statements 
are provided for governmental funds. 

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial 
statements. Exceptions to this general rule are payments where the amounts are reasonably equivalent in 
value to the interfund services provided and various other functions of the School. Elimination of these 
charges would distort the direct costs and program revenues reported for the various functions concerned. 

D. Basis of Presentation – Fund Financial Statements

The fund financial statements provide information about the School’s funds. Separate statements for 
governmental funds 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.  

The School reports the following governmental funds: 

General Fund  

The general fund is used to account for and report all financial resources of the School not 
accounted for in another fund.  The general fund is always considered a major fund for reporting 
purposes. 

Special Revenue Funds  

Special revenue funds are used to account for and report proceeds of specific revenue sources that 
are restricted or committed to expenditure for specified purposes other than debt service or capital 
projects.  The IMA allotment and security and safety funds are considered major funds, however, 
the remaining special revenue funds are considered nonmajor funds for reporting purposes. 

During the course of operations, the School has activity between funds for various purposes. Any residual 
balances outstanding at year end are reported as due from/to other funds and advances to/from other 
funds. While these balances are reported in fund financial statements, certain eliminations are made in the 
preparation of the government-wide financial statements. Balances between the funds included in 
governmental activities (i.e., the governmental funds) are eliminated so that only the net amount is 
included as internal balances in the governmental activities column. 

Further, certain activity occurs during the year involving transfers of resources between funds. In fund 
financial statements, these amounts are reported at gross amounts as transfers in/out. While reported in 
fund financial statements, certain eliminations are made in the preparation of the government-wide 
financial statements. Transfers between the funds included in governmental activities are eliminated so 
that only the net amount is included as transfers in the governmental activities column.  

E. 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. 
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The government-wide financial statements are reported using the economic resources measurement focus 
and the accrual basis of accounting. Revenues are 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. 

The governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as 
they are both measurable and available. Revenues are considered to be available when they are collectible 
within the current period or soon enough thereafter to pay liabilities of the current period. For this 
purpose, the School considers revenues to be available if they are 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, expenditures related to compensated absences and claims and judgments, are 
recorded only when payment is due.  

Grant revenue and interest associated with the current fiscal period is considered to be susceptible to 
accrual and so have been recognized as revenues of the current fiscal period. Entitlements are recorded as 
revenues when all eligibility requirements are met, including any time requirements, and the amount is 
received during the period or within the availability period for this revenue source (within 60 days of year 
end). Expenditure-driven grants are recognized as revenue when the qualifying expenditures have been 
incurred and all other eligibility requirements have been met, and the amount is received during the 
period or within the availability period for this revenue source (within 60 days of year end). All other 
revenue items are considered to be measurable and available only when cash is received by the School. 

F. Assets, Liabilities and Net Position/Fund Balance

1. Cash and Cash Equivalents

The School’s funds are required to be deposited and invested under the terms of a depository 
contract.  The depository bank deposits for safekeeping and trust with the School’s agent bank 
approved pledged securities in an amount sufficient to protect School funds on a day-to-day basis 
during the period of the contract.  The pledge of approved securities is waived only to the extent of 
the depository bank’s dollar amount of Federal Deposit Insurance Corporation insurance.  The 
School’s funds are maintained by SHSU. 

On a monthly basis, SHSU provides the School with a statement of accounts showing all fund 
activities for the month and ending monthly balances which is then reconciled to the accounts of the 
School.  Such deposits are insured or collateralized with securities held by SHSU in SHSU’s name.   

The School does not maintain investments of any kind outside the operating bank account since 
funds available are retained by SHSU, therefore, the only interest accruing to the School is from the 
operating bank account. 

2. Capital Assets

Since title and ownership of all capital assets are in SHSU’s name, no capital assets are reported in 
the accompanying financial statements. 
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3. Receivables and Payables

The School believes that sufficient detail of receivable and payable balances is provided in the 
financial statements to avoid the obscuring of significant components by aggregation. Therefore, no 
disclosure is provided to further disaggregate those balances. All receivables are scheduled for 
collection within one year from year end.  

4. Long-Term Obligations

The School does not separately issue long-term debt. The School is not currently engaged in any 
long-term financing transactions. 

5. Net Position Flow Assumption

Sometimes the School will fund outlays for a particular purpose from both restricted 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 
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Amounts in the assigned fund balance classification are intended to be used by the School for 
specific purposes but do not meet the criteria to be classified as committed. The Board may also 
assign fund balance as it does when appropriating fund balance to cover a gap between estimated 
revenue and appropriations in the subsequent year’s appropriated budget. Unlike commitments, 
assignments generally only exist temporarily. In other words, an additional action does not normally 
have to be taken for the removal of an assignment. Conversely, as discussed above, an additional 
action is essential to either remove or revise a commitment. 

8. Estimates

The preparation of financial statements, in conformity with generally accepted accounting principles, 
requires management to make estimates and assumptions that affect the reported amounts of assets, 
liabilities, and disclosure of contingent assets and liabilities at the date of the financial statements 
and the reported amounts of revenues and expenditures/expenses during the reporting period.  Actual 
results could differ from those estimates. 

9. Data Control Codes

The data control codes refer to the account code structure prescribed by the TEA in the Resource 
Guide. The TEA requires schools to display these codes in the financial statements filed with the 
TEA in order to ensure accuracy in building a statewide database for policy development and 
funding plans. 

G. Revenues and Expenditures/Expenses

1. Program Revenues

Amounts reported as program revenues include 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 (including special assessments) that are restricted to meeting the 
operational or capital requirements of a particular function or segment.  

II. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Annual budgets are adopted on a basis consistent with generally accepted accounting principles. The original
budget is adopted by the School prior to the beginning of 
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B. Contingent Liabilities

Amounts received or receivable from granting agencies are subject to audit and adjustment by grantor 
agencies, principally the federal government.  Any disallowed claims, including amounts already 
collected, may constitute a liability of the applicable funds.  The amount of expenditures which may be 
disallowed by the grantor cannot be determined at this time although the School expects such amounts, if 
any, to be immaterial. 

Liabilities are reported when it is probable that a loss has occurred and the amount of the loss can be 
reasonably estimated.  Liabilities include an amount for claims that have been incurred but not reported. 
Claim liabilities are calculated considering the effects of inflation, recent claim settlement trends 
including frequency and amount of payouts, and other economic and social factors.  No claim liabilities 
are reported at year end. 

C. Pension Plan

Teacher Retirement System

Plan Description 

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

All employees of public, state-supported educational institutions in the State who are employed for one-
half or more of the standard work load and 
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Data
Control
Codes

Revenues
5800 State program revenues $ 2,928,375    $ 3,078,486    $ 3,144,760    $ 66,274         
5020 Total Revenues 2,928,375    3,078,486    3,144,760    66,274         

Expenditures
0011 Instruction 1,903,076    1,993,515    1,991,774    1,741 
0013 Curriculum and instructional

 staff development 10,150         10,150         5,077 5,073 
0023 School leadership 117,792       119,629       110,563       9,066 
0041 General administration 153,265       165,776       149,648       16,128         
0051 Plant maintenance and operations 543,804       478,941       371,848       107,093       
6030 Total Expenditures 2,728,087    2,768,011    2,628,910    139,101       

1200 Net Change in Fund Balance 200,288       310,475       515,850       205,375       
0100 Beginning fund balance (471,644)      (471,644)      (471,644)      - 
3000 Ending Fund Balance $ (271,356)      $ (161,169)      $ 44,206         $ 205,375       

Notes to Required Supplementary Information:
1. Annual budgets are adopted on a basis consistent with generally accepted accounting principles (GAAP).

(Negative)ActualFinalOriginal

Sam Houston State University

Budgeted Amounts

SCHEDULE OF REVENUES, EXPENDITURES,

GENERAL FUND - EXHIBIT G-1
For the Year Ended August 31, 2020

Positive

Charter School

AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

Budget

Variance 
With Final
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Data

Control

Codes

6100 Payroll costs $ 2,026,257 

6200 Professional and contractual services 486,233 

6300 Supplies and materials 124,052 

6400 Other operating costs 54,376 

Total Expenses $ 2,690,918 

For the Year Ended August 31, 2020
SCHEDULE OF EXPENSES - EXHIBIT J-2

Charter School
Sam Houston State University

Expenses Amount

39
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INDEPENDENT AUDITORS’ 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 

October 26, 2020 

To the School Board of 
Sam Houston State University Charter School: 

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the governmental 
activities, each major fund, and the aggregate remaining fund information of Sam Houston State 
University Charter School (the “School”) (a department of Sam Houston State University, which is an 
agency of the State of Texas) as of and for the year ended August 31, 2020, and the related notes to the 
financial statements, which collectively comprise the School’s basic financial statements and have issued 
our report thereon dated October 26, 2020. 

Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the School’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 the School’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the School’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 combination 
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement 
of the School’s financial statements will not be prevented, or detected and corrected, on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control 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 the School’s financial statements are free from material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and 
grant agreements, noncompliance with which could have a direct and material effect on the 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 no 
instances of noncompliance or other matters that are required to be reported under Government 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 School’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 School’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose.

Belt Harris Pechacek, LLLP
Certified Public Accountants 
Houston, Texas 
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A. SUMMARY OF AUDIT RESULTS 

1. The auditors’ report expresses an unmodified opinion on the financial statements of Sam Houston State
University Charter School.

2. Significant deficiencies in internal control were not disclosed by the audit of the basic financial
statements.

3. No instances of noncompliance material to the financial statements were disclosed during the audit.

B. FINDINGS – BASIC FINANCIAL STATEMENT AUDIT

None Noted 

C. FINDINGS – FEDERAL AWARDS

None Noted 
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A. SUMMARY OF PRIOR YEAR AUDIT FINDINGS

No prior year findings.
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Data
Control
Codes Responses

SF1 Was there an unmodified opinion in the annual financial report on the financial statements Yes
as a whole?

SF2 Were there any disclosures in the annual financial report and/or other sources of information
concerning nonpayment of any terms of any debt agreement at fiscal year end? No

SF3 Did the School make timely payments to the Teacher Retirement System, Texas Workforce
Commission, Internal Revenue Service, and other governmental agencies? Yes

SF4 Was the School issued a warrant hold? No

SF5 Did the annual financial report disclose any instances of material weaknesses in internal
controls over financial reporting and compliance for local, state, or federal funds? No

SF6 Was there any disclosure in the annual financial report of material noncompliance for grants,
contracts, and laws related to local, state, or federal funds? No

SF7 Did the School post the required financial information on its website in accordance with
Governmental Code, Local Government Code, Texas Education Code, Texas Administrative
Code, and other statutes, laws, and rules that were in effect at the School's fiscal year end?Yes

SF8
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