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Independent Auditor’s Report 
 

To the Board of Trustees 
Texana Center 
Rosenberg, Texas 
 
Report on the Financial Statements 
We have audited the accompanying financial statements of the governmental activities, the discretely 
presented  component unit,  the major  fund and  the aggregate  remaining  fund  information of Texana 
Center (the Center) as of and for the year ended August 31, 2021, and the related notes to the financial 
statements, which collectively comprise the Center’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 statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
Our responsibility  is to express opinions on these financial statements based on our audit. We did not 
audit the financial statements of Crossroads Villas, a discretely presented component unit of the Center, 
which represents 100% of the assets, net position, and revenues of the discretely presented component 
unit. Those statements were audited by other auditors whose report has been furnished to us, and our 
opinion, insofar as it relates to the amounts included for Crossroads Villas, is based solely on the report 
of the other auditors. We conducted our audit in accordance with auditing standards generally accepted 
in  the United States of America,  the standards applicable  to  financial audits contained  in Government 
Auditing Standards, issued by the Comptroller General of the United States, and the Guidelines for Annual 
Financial and Compliance Audits of Community Mental Health and Mental Retardation Centers  (Audit 
Guidelines). 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 opinions. 
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Opinions 
In our opinion, based on our audit and the report of other auditors, the financial statements referred to 
above  present  fairly,  in  all  material  respects,  the  respective  financial  position  of  the  governmental 
activities, the discretely presented component unit, the major fund, and the aggregate remaining fund 
information of the Center as of August 31, 2021, and the respective changes in financial position and the 
respective  budgetary  comparison  for  the  General  Fund  for  the  year  then  ended  in  accordance with 
accounting principles generally accepted in the United States of America. 
 
Other Matters 
 
Required Supplementary Information 
 Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis on pages 8 through 13 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  Center’s  basic  financial  statements.  The  introductory  section,  other  supplementary 
information,  and  statistical  section  are  presented  for  purposes  of  additional  analysis  and  are  not  a 
required part of the basic financial statements. The accompanying schedule of expenditures of federal 
and state awards is presented for purposes of additional analysis as required by 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, and the State of Texas Single Audit Circular and is 
not a required part of the basic financial statements. 
 
The schedule of expenditures of federal and state awards and other supplementary information are the 
responsibility of management and were derived from and relate 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 schedule of expenditures of federal and state awards 
and other supplementary  information are fairly stated,  in all material respects,  in relation to the basic 
financial statements as a whole. 
 
The  introductory  section  and  statistical  section  have  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 Government Auditing Standards 
In accordance with Government Auditing Standards, we have also  issued a report dated December 30, 
2021, on our consideration of the Center’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, grant agreements and other matters. 
The purpose of that report is solely 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 
effectiveness of the Center’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
Center’s internal control over financial reporting and compliance. 
 
 
 
 
               
Abilene, Texas 
December 30, 2021 
 

pe2488
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Texana Center
STATEMENT OF ACTIVITIES

Primary Government

Governmental Activities

Behavioral Health $ 20,714,507 $ 2,571,916 $ 23,286,423

Intellectual Developmental Disability 22,319,478 2,771,189 25,090,667

Other Services 7,983,728 991,261 8,974,989

Administration 6,334,366 (6,334,366)

Interest on long-term debt 245,122 245,122

$ 57,597,201 $ $ 57,597,201

Component Unit

Crossroads Villas, for the year ended 

September 30, 2021 $ 144,465 $ $ 144,465

$ 144,465 $ $ 144,465

See Notes to Financial Statements.

Total Component Unit

Total Governmental Activities

FOR THE YEAR ENDED AUGUST 31, 2021

Allocations

Administration Allocation of

Administration

Expenses after

Functions/Programs Expenses

Expenses

17



EXHIBIT A-2 

$ 8,782,876 $ 18,454,736 $ $ 3,951,189 $

21,173,957 3,895,528 (21,182)

7,341,282 2,060,289 426,582

(245,122)

$ 37,298,115 $ 24,410,553 $ 4,111,467

$ 47,238 $ 62,130 $ (35,097)

$ 47,238 $ 62,130 $ (35,097)

General Revenues:

Local income 768,051 1,959

Investment earnings 25,149 50

Total General Revenues 793,200 2,009

Change in Net Position 4,904,667 (33,088)

Net Position, Beginning 45,714,142 1,467,065

Net Position, Ending $ 50,618,809 $ 1,433,977

Crossroads

Villas

Operating

Charges for

Activities

Governmental

Government

Program Revenues

Services Contributions & Contributions

Grants and Capital Grants

in Net Position

Net (Expense) Revenue and Changes

Primary

Unit

Component

18
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

A. Reporting Entity 
 

Texana Center (the “Center”) is a public agency that was established for the purposes of 
providing behavioral health and intellectual developmental disability (IDD) services to the 
residents of Austin, Colorado, Fort Bend, Matagorda, Waller and Wharton Counties.  The 
Center is governed by an independent board. 
 

The accounting policies of the Center conform to generally accepted accounting principles 
as applicable to governmental units.   
 

The Center receives funding from local, state and federal government sources and must 
comply with the requirements of these funding source entities.   
 

Considerations regarding the potential for inclusion of other entities, organizations or 
functions in the Center's financial reporting entity are based on criteria prescribed by 
generally accepted accounting principles. These same criteria are evaluated in considering 
whether the Center is a part of any other governmental or other type of reporting entity. 
The overriding elements associated with prescribed criteria considered in determining that 
the Center's financial reporting entity status is that of a primary government are that it 
has a separately elected governing body; it is legally separate; and it is fiscally 
independent of other state and local governments.  Additionally prescribed criteria under 
generally accepted accounting principles include considerations pertaining to organizations 
for which the primary government is financially accountable; and considerations 
pertaining to organizations for which the nature and significance of their relationship with 
the primary government are such that exclusion would cause the reporting entity's 
financial statements to be misleading or incomplete. The component unit discussed below 
is included in the Center’s reporting entity because of the significance of their operational 
or financial relationships with the Center. 
 

The Crossroads Villas (the "Corporation") has been included in the reporting entity as a 
discretely presented component unit. In April 2009, the Corporation was created by the 
Center under the Texas Business Organizations Code for the charitable and/or educational 
purpose of providing elderly persons and handicapped persons with housing facilities and 
services specially designed to meet their physical, social and psychological needs, and to 
promote their health, security, happiness and usefulness in longer living, the charges for 
such facilities and services to be predicated upon the provision, maintenance and operation 
thereof on a nonprofit basis.  The corporation was created to secure the benefits of capital 
advances or project rental assistance under Section 811 of the National Affordable Housing 
Act through the U.S. Department of Housing and Urban Development. The Board of 
Directors shall be elected by and serve at the discretion of the Board of Trustees of the 
Center and consist of between three and seven directors.  Each director shall serve a term 
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of two years. The Internal Revenue Service has issued a determination letter dated June 4, 
2009 stating that Crossroads Villas qualifies as an organization described in Section 
501(c)(3) of the Internal Revenue Code and, accordingly, is exempt from federal income 
taxes. The fiscal year end for the Corporation is September 30, 2021.  F inancial information 
is available at the Center’s office located at 4910 Airport Avenue, Bldg. D, Rosenberg, 
Texas, 77471. 
 

B. Government-wide and Fund Financial Statements 
 

The government-wide financial statements (i.e. the statement of net position and the 
statement of changes in net position) report information on all the non-fiduciary activities of 
the primary government and its component units.  For the most part, the effect of interfund 
activity has been removed from these statements.  Governmental activities, which normally 
are supported by taxes and intergovernmental revenues, are reported separately from 
business-type activities, which rely to a significant extent on fees and charges for support.  
Likewise, the primary government is reported separately from certain legally separate 
component units for which the primary government is financially accountable. The Center 
does not have any business-type activities. 
 
The statement of activities demonstrates the degree to which the direct expenses of a given 
function or segment is offset by program revenues.  Direct expenses are those that are 
clearly identifiable with a specific function or segment.  Program revenue includes 1) 
charges to customers or applicants who purchase, use or directly benefit form 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 revenues 
are reported instead as general revenues. 

 
Separate financial statements are provided for governmental funds and fiduciary funds, 
even though the latter are excluded from the government-wide financial statements.  Major 
individual governmental funds are reported as separate columns in the fund financial 
statements.  
 
The government-wide financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting, as are the fiduciary fund financial 
statements.  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. 

 
 
 

 



Texana Center                                                                          Exhibit A-9 

NOTES TO FINANCIAL STATEMENTS 
 

 

 

28 

 

C. Basis of Accounting/Measurement Focus  
 
Governmental funds 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 government considers revenue to 
be available if they are collected within 120 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 requirements, as well as expenditures related to 
compensated absences and claims and judgments, are recorded only when payment is due. 
Grant revenues are recognized only as grant expenditures are incurred to the extent that 
the expenditures are allowable and eligible for reimbursement.  All other revenue items are 
considered to be measurable and available only when cash is received by the Center. 
 

Governmental fund types are accounted for on a spending or financial flow measurement 
focus. Accordingly, only current assets and current liabilities are included on the Balance 
Sheet, and the reported fund balances provide an indication of available spendable or 
appropriable resources. Operating statements of governmental fund types report increases 
and decreases in available spendable resources. The Governmental Accounting Standards 
Board has issued Statement No. 54, Fund Balance Reporting and Governmental Fund Type 
Definitions (GASB 54).  This Statement defines the different types of fund balances that a 
governmental entity must use for financial reporting purposes.  GASB 54 requires the fund 
balance amounts to be properly reported within one of the following fund balance 
categories: 
 

Nonspendable: 
To indicate fund balance associated with inventories, prepaids, long-term loans and notes 
receivable and property held for resale (unless the proceeds are restricted, committed or 
assigned).  

 

Restricted: 
To indicate fund balance that can be spent only for the specific purposes stipulated by 
constitution, external resource providers or through enabling legislation. Restrictions may 
effectively be changed or lifted only with the consent of resource providers. When restricted 
and unrestricted fund balance exists for the same purpose, restricted fund balance will be 
used first. 

 

Committed: 
To indicate fund balance that can be used only for the specific purposes determined by a 
formal action of the Board of Trustees (the Center’s highest level of decision-making 
authority). Commitments may be changed or lifted only by the Board of Trustees taking the 
same formal action that imposed the constraint originally. 
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Assigned: 
To indicate fund balance to be used for specific purposes but do not meet the criteria to be 
classified as restricted or committed. 

 

Unassigned: 

To indicate the residual classification of fund balance in the General Fund and includes all 
spendable amounts not contained in the other classifications.  

 
In circumstances where an expenditure is made for a purpose for which amounts are 
available in multiple fund balance classifications, fund balance is generally depleted in 
the order of restricted, committed, assigned and unassigned. 
 

GASB 54 requires disclosure of any formally adopted minimum fund balance policies.  
The Center’s Board of Trustees’ policy is to achieve and maintain an unassigned fund 
balance in the general fund equal to 25% of expenditures.  The Center considers a balance 
of less than 16.67% to be cause for concern, barring unusual or deliberate circumstances.  
In the event that the unassigned fund balance is calculated to be less than the policy 
stipulates, the Center shall plan to adjust budget resources in subsequent fiscal years to 
restore the balance. 
 
The Center reports the following governmental fund: 
 
General Fund - The General Fund is the primary operating fund of the Center. It accounts 
for all financial resources of the general government, except those required to be accounted 
for in another fund. 

 
Additionally, the Center reports the following fund type: 

 

Fiduciary Fund Type - The Custodial Fund is used to account for assets held by the 
Center in a fiduciary capacity as custodian or agent for various clients of the Center.   
 
Implementation of GASB Statement No. 84 - As of September 1, 2020, the Center 
adopted GASB Statement No. 84, Fiduciary Activities. The objective of this Statement is to 
improve the identification of fiduciary activities for accounting and financial reporting 
purposes and how those activities should be reported. The requirements of this Statement 
will enhance consistency and comparability by establishing specific criteria for identifying 
activities that should be reported as fiduciary activities. Greater consistency and 
comparability enhances the value provided by the information reported in financial 
statements for assessing government accountability and stewardship. The impact to the 
Center resulted in a reclassification of agency funds to custodial funds that resulted in a 
restatement of net position of custodial funds. The effect of the implementation of this 
standard on beginning net position is disclosed in Note 3.N 
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Amounts reported as program revenue include 1) charges to customers of applicants for 
goods, services or privileges provided, 2) operating grants and contributions and 3) capital 
grants and contributions.  Internally dedicated resources are reported as general revenues 
rather than as program revenues.  Administrative expenses are allocated among the 
Center’s programs, based on each program’s proportionate share of total expenses. 
 

When both restricted and unrestricted resources are available for use, it is the Center’s 
policy to use restricted resources first, then unrestricted resources as they are needed. 

 

D. Assets, Liabilities and Net Position or Equity 
 

1. Deposits and Investments 
 

The Center’s cash and cash equivalents are considered to be cash on hand, demand 
deposits, deposits with public funds investment pools and short-term investments with 
original maturities of three months or less from the date of acquisition.  Investments in 
public funds investment pools are not measured at fair value, but rather amortized cost. 

 
The Board of Trustees of the Center authorizes the Center to invest with certain stipulations 
in obligations of the United States or its agencies and instrumentalities; collateralized 
mortgage obligations directly issued by a federal agency or instrumentality of the United 
States; other obligations, the principal and interest of which are unconditionally guaranteed 
or insured by, or backed by the full faith and credit of the State of Texas or the United 
States or their respective agencies and instrumentalities; obligations of states, agencies, 
counties, cities and other political subdivisions of any state rated as to investment quality by 
a nationally recognized investment firm not less than A or its equivalent; certificates of 
deposit if issued by a state bank, national bank or savings and loan association domiciled in 
this state; commercial paper; mutual funds and money market mutual funds; and 
investment pools. 
 

During the year ended August 31, 2021, the Center did not own any types of securities 
other than those permitted by statute. 
 

2. Accounts Receivable  
 

Accounts receivable from patient and private insurance carriers for services rendered are 
reduced by the amount of such billings deemed by management to be ultimately 
uncollectible using the reserve method based on past history.  As of August 31, 2021, 
accounts receivable due from insurance carriers net of the allowance amounted to 
$446,529.  
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3.   Revenues 
 
Net Patient and Client Service Revenue 
 
The Center has agreements with third-party payors that provide for payments to the Center 
at contractually agreed upon rates.  Net patient and client service revenue is reported at the 
estimated net realizable amounts from patients, clients, and third-party payors, and others 
for services rendered.  The Center also entered into payment agreements with Medicare, 
certain commercial insurance carriers (managed care organizations) and other 
organizations. The basis for payment under these agreements is mostly based on fee for 
service arrangements.  For uninsured patients, the Center recognizes revenue on the basis 
of its standard rates for services provided, adjusted for the minimum monthly fee provisions 
as mandated by the state of Texas. Revenue from Medicaid Waiver programs (such as 
Home and Community-based Services, Texas Home Living, YES) are recognized when 
services are rendered.  These programs are billed based on state negotiated rates.   
 
Laws and regulations governing the Medicare, Medicaid, and other programs are extremely 
complex and subject to interpretation. As a result, there is at least a reasonable possibility 
that recorded estimates will change by a material amount in the near term. 
 
Grants 
 
The Center receives grants from private organizations and state and federal agencies. 
Revenues from grants are recognized when all eligibility requirements, including time 
requirements, are met.  
 
Other Revenues 
 
Revenue is recognized when earned. Program service fees and payments under cost-
reimbursable contracts received in advance are deferred to the applicable period in which 
the related services are performed, or expenditures are incurred, respectively. Contributions 
are recognized when cash, securities or other assets, an unconditional promise to give, or 
notification of a beneficial interest is received. 
 
4. Prepaid Items 

 

Payments to vendors for services that will benefit periods beyond August 31, 2021 are 
recorded as prepaid items.  Prepaid items are equally offset by a fund balance reserve in the 
governmental fund balance sheet, which indicates that it does not constitute available 
spendable resources even though they are components of net current assets. 
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5. Inventories 
 

Inventory consists of expendable supplies held for consumption and is valued at cost 
determined by the first in, first out accounting method.  The cost of inventory is recorded as 
an expenditure at the time individual inventory items are consumed (consumption method). 
 

6. Capital Assets 
 

Capital assets, which include property, plant and equipment, are reported in the 
governmental activities column in the government-wide financial statements.  Capital assets 
are defined by the Center 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 if 
purchased or constructed.  Contributed capital assets are recorded at acquisition value on 
the date received.  The costs of normal maintenance and repairs that do not add to the 
value of the asset or materially extend assets lives are not capitalized.  Improvements are 
capitalized and depreciated over the useful lives of the related assets, as applicable. 
 

Depreciation is computed using the straight-line method over the following estimated useful 
lives: 
 

Asset Description  Years 

Buildings and improvements  10 to 40  
Furniture and equipment  3 to 15 
Vehicles  4  

 

7. Long-Term Obligations 
 

In the government-wide financial statements, long-term debt and other long-term 
obligations are reported as liabilities in the governmental activities statement of net position.  
Bond premiums and discounts are deferred and amortized over the term of the related debt.   
 

In the fund financial statements, governmental fund types recognize bond premiums or 
discounts, as well as bond issuance costs, during the current period.  The face amount of 
debt issued is reported as other financing sources.  Premiums are reported as other 
financing sources.  Issuance costs, whether or not withheld from the actual debt proceeds 
received, are reported as debt service expenditures. 
 

8. Compensated Absences 
 

The Center provides compensated absences benefits to its employees.  Compensated 
absences are vested and, upon termination, paid at the current salary.  The Center accrues 
its liability for such accumulated unpaid benefits in the government-wide financial 
statements.  Actual compensated absences benefits paid during the year are recorded as 
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expenditures in the General Fund.  The Center’s liability for accrued benefits was 
$1,616,201 at August 31, 2021. 
 
9. Source of Funds 

 

Some funds from federal and other state sources represent fee for service reimbursements, 
as well as project grants.  The funds that are specifically for individual patient service 
reimbursements are reported as local funds under patient fees or insurance 
reimbursements, identified by source as directed by the Texas Health and Human Services 
Commission. 

 

10. Fund Equity 
 

In the fund financial statements, governmental funds report restrictions of fund balance for 
amounts that can be spent only for the specific purposes stipulated by constitution, external 
resource providers or through enabling legislation.  Amounts considered nonspendable relate 
to prepaid items and inventory that have already been expended and represent a portion of 
the fund balance that is not available for future operations.  Committed fund balance 
represents fund balance that can be used only for the specific purposes determined by a 
formal action of the Board of Trustees.  
 

11.  Tax-Exempt Status 
 
The Internal Revenue Service has issued a determination letter dated February 1989, stating 
that the Center qualifies as an organization described in Section 501(c)(3) of the Internal 
Revenue Code and, accordingly, is exempt from Federal income taxes. 

 
12.  Use of Estimates 

 

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

 
NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABLILITY 

 
Budgetary Information 
 

The Center’s annual budget for the General Fund is prepared on an accounting basis 
consistent with generally accepted accounting principles.  The budgetary comparison 
statement is presented using the same format, terminology and classifications used in the 
budget document.   
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The Senior Leadership Team is responsible for preparing the Center’s budget required by 
the State for the General Fund.  The proposed operating budget includes an estimate of 
expenditures and the revenues expected to finance such expenditures.  The budget is 
prepared and submitted to the Board for approval each fiscal year.   
 

The Board of Trustees considers the recommendations and may revise the amounts 
submitted in the budget before approving it.  The budget is amended by the Board as 
needed throughout the year. 
 

Budgeted expenditures for current operating funds cannot exceed the available cash 
balances in such funds at September 1 plus the estimated revenues for the ensuing year.  
Budgetary control is maintained at the program level.  The Center may transfer existing 
surpluses between budget categories during the year and increase or decrease the budget 
according to budgeting and expenditure guidelines of the Texas Health and Human Services 
Commission (HHSC).  The Board must approve changes in total appropriations.  
Appropriations lapse at year end. 

 

NOTE 3 - DETAILED NOTES ON ALL FUNDS 
 

A. Cash and Time Deposits 
 

Custodial Credit Risk - Deposits 
 

For deposits, this is the risk that in the event of bank failure, the Center’s deposits may not 
be returned to it.  Collateral is required for all bank deposits not covered by federal 
depository insurance.  Obligations that may be pledged as collateral are obligations of the 
United States and its agencies and obligations of the State and its municipalities and school 
districts.  Collateral pledged to cover the Center's deposits is required to be held in the 
Center's name by the trust department of a bank other than the pledging bank (the Center's 
agent).  Such collateralization is required by the Rules of the Commissioner of the Texas 
HHSC and the Board of Trustees of the Center. The Center’s cash deposits were fully 
secured at August 31, 2021 by federal deposit insurance and by pledged securities held by 
the Center’s agent in the Center’s name.  
 

Investments 
 

The Center is authorized by the Public Funds Investment Act (PFIA) to invest in the 
following: (1) obligations of the United States or its agencies and instrumentalities; (2) 
direct obligations of the State of Texas or its agencies; (3) other obligations, which are 
unconditionally guaranteed or insured by the State of Texas or the United States or its 
agencies or instrumentalities; (4) certain A rated or higher obligations of states and political 
subdivisions of any state; (5) guaranteed or secured certificates of deposit issued by state 
or national banks domiciled in Texas, savings banks domiciled in Texas, or state or federal 
credit unions domiciled in Texas; (6) certain fully collateralized repurchase agreements; (7) 
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certain qualified governmental investment pools; and (8) other securities as described in the 
PFIA. 
 

At year-end, the Center’s investment balances were as follows: 
 

LOGIC $ 125,558        57

TexPool 31,678         30

TexPool Prime 20,964,591   52

Total Investments 21,121,827   

Investments classified as cash equivalents (21,121,827)  
Total Investments per Statement of Position $ -              

Weighted Average

Cost Maturity (Days)

Amortized

 
Interest Rate Risk 
 

The investment policy of the Center limits the weighted average maturity of its investment 
portfolio to four years.  The maximum allowable stated maturity of any individual 
investment owned by the Center shall not exceed ten years from the time of purchase.  
LOGIC manages its exposure to declines in fair values by limiting the weighted average 
maturity of its investment portfolio to 180 days. TexPool manages its exposure to declines 
in fair values by limiting the weighted average maturity of its investment portfolio to 90 
days. 
 

Credit Risk - Investments 
 

As of August 31, 2021, the Center’s investments in TexPool and LOGIC were rated AAAm, 
by Standard & Poor’s, the highest rating a local government investment pool can receive.  
Under the TexPool Participation Agreement, administrative and investment services to 
TexPool are provided by Federated Investors, Inc. through an agreement with the State of 
Texas Comptroller of Public Accounts.  The State Comptroller is the sole officer, director, 
and shareholder of the Texas Treasury Safekeeping Trust Company authorized to operate 
TexPool.  The reported value of the pool is the same as the fair value of the pool shares.  
TexPool is subject to annual review by an independent auditor consistent with the Public 
Funds Investment Act.  Audited financial statements of the Pool are available at First Public, 
12008 Research Blvd., Austin, Texas 78759.  In addition, TexPool is subject to review by the 
State Auditor’s Office and by the Internal Auditor of the Comptroller’s Office. 
 
LOGIC is administered by FirstSouthwest and JPMorgan Chase. 
 

Concentration of Credit Risk 
 

The Center’s investment policy does not limit investments in any one issuer except that the  
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investment portfolio shall be diversified after considering maturity duration, type of 
investment, liquidity factors, cash-flow timing and degree of risk. 
 
Fair Value 

 
The Center categorizes its fair value measurements within the fair value hierarchy 
established by generally accepted accounting principles. The hierarchy is based on the 
valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted 
prices in active markets for identical assets; Level 2 inputs are significant other observable 
inputs; Level 3 inputs are significant unobservable inputs. The Center’s investments are not 
measured at fair value but rather measured at amortized cost for the public funds 
investment pools. 

 
B. Due from Other Governments 

 

Due from other governments are for reimbursement of expenditures and fees for service 
provided under various programs and grants.  All amounts are expected to be collected 
within the next year.  A summary of these receivables follows: 
 

Local Funds

HCS / TxHmL $ 1,069,295    

ICF-IDD 493,213       

State Funds

HHSC - MHFA 19,200        

HHSC - Autism 73,219        

HHSC - SB 292 45,697        

HHSC - Early Childhood Intervention 335,356       

HHSC - PASRR 6,986          

Texas Department of Family &  Protective Services 9,013          

TCOOMMI 119,463       

Federal Funds

HHSC - MFP Funds 101,933       

HHSC - MH Block Grant 251,017       

HHSC - Coordinated Specialty Care 148,338       

HHSC - MHFA Outreach Worker 14,865        

Mediciad Administrative Claiming 1,137,721    

Fort Bend County - Emergency Solutions Grant 19,504        

Total $ 3,844,820    

Amount
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C. Capital Assets 
 

A summary of changes in the primary government’s capital assets for the year ended 
August 31, 2021, is as follows: 
 

Governmental Activities:

Non-depreciable Assets:

Land $ 2,681,919 $ $ $ 2,681,919

Construction in Progress 1,527,118 1,527,118

Furniture in Progress 65,140 65,140

Total Non-depreciable Assets 2,681,919 1,592,258 4,274,177

Depreciable Assets:

Buildings and improvements 37,113,226 375,401 (6,965) 37,481,662

Furniture and equipment 4,086,445 212,470 4,298,915

Vehicles 4,178,838 203,348 (285,307) 4,096,879

Total Depreciable Assets 45,378,509 791,219 (292,272) 45,877,456

Less accumulated depreciation:

Buildings and improvements (12,504,549) (1,520,066) 5,973 (14,018,642)

Furniture and equipment (1,813,207) (512,072) (2,325,279)

Vehicles (3,714,169) (292,026) 285,307 (3,720,888)

Total Accum. Depreciation (18,031,925) (2,324,164) 291,280 (20,064,809)

Total Depreciable Assets, Net 27,346,584 (1,532,945) (992) 25,812,647

$ 30,028,503 $ 59,313 $ (992) $ 30,086,824

Balance Balance

Totals

Sept. 1, 2020 Increases (Decreases) Aug. 31, 2021

 

Depreciation expense was charged to functions/programs of the government-wide 
statement of activities as follows: 
 
 

Governmental Activities:

Behavioral Health Services $ 888,168

Intellectual Developmental Disability Services 492,895

Specialized Services 394,305

Administration 548,797

$ 2,324,164Total Governmental Activities Depreciation Expense
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A summary of changes in the discretely presented component unit (Crossroads Villas) 
capital assets for the year ended September 30, 2021, is as follows: 
 

Component Unit:

Depreciable Assets:

Buildings and improvements $ 1,711,317 $ $ $ 1,711,317

Furniture and equipment 26,137 2,214 28,351

Total Depreciable Assets 1,737,454 2,214 1,739,668

Less accumulated depreciation (293,592) (44,937) (338,529)

$ 1,443,862 $ (42,723) $ $ 1,401,139

Balance Balance

Discretely Presented Component Unit

Totals

Oct. 1, 2020 Increases (Decreases) Sep. 30, 2021

 

D. Lease Obligations 
  

The Center leases certain buildings, vehicles and equipment under short-term operating 
leases for varying periods.  Lease expense for the year ended August 31, 2021 was 
$337,065.  There were no contingent rentals or sublease rentals.  The estimated rental 
commitments under existing significant non-cancelable operating lease agreements are as 
follows: 
 
   

Year Ended

August 31,

2022 $ 516,824

2023 292,535

2024 127,457

2025 34,516

2026 18,000             
$ 989,332

Amount

 

E. Long-Term Liabilities 
 
The following is a summary of changes in long-term liabilities of the Center for the year 
ended August 31, 2021: 
 

Bonds payable 4,785,000 (145,000) 4,640,000 150,000

Compensated absences 1,529,409 86,792 1,616,201 404,050

Total $ 6,314,409 $ 86,792 $ (145,000) $ 6,256,201 $ 554,050

2020 Additions Reductions 2021 One Year

Sept. 1, August 31, Due within

Balance Balance Amounts
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Bonds payable at August 31, 2021, are comprised of the following: 
 

Bonds payable: 
 
Revenue Bonds Series 2010, interest rate ranging from 3% to 5.25%, final payments 
due December 2039, secured by deed of trust on real estate.  As of August 31, 2021, 
the outstanding principal on the bonds is $4,640,000. 

 
 
The annual requirements for repayment of principal and interest on the bonds payable 
outstanding as of August 31, 2021, are as follows:  

 

Year Ending
August 31,

2022 150,000 238,088
2023 155,000 230,234
2024 165,000 221,994
2025 175,000 213,239
2026 180,000 204,098

2027-2031 1,060,000 866,643
2032-2036 1,375,000 550,595
2037-2040 1,380,000 149,361

$ 4,640,000 $ 2,674,252

Revenue Bonds
Principal Interest

 
F. Pension Plan 

 
The Center participates in a 401(a) defined contribution pretax retirement plan, 
administered by ICMA Retirement Corporation, available to full-time employees who have 
completed one year of service.  The plan allows employees to contribute 4% of earnings 
with the Center contributing 6% of earnings to participating employees.  The plan allows 
loans to participants.  Participants are fully vested in the employer's contribution after five 
years of service.  Forfeited contributions are held in a separate account and can be used to 
reduce future contributions. 
 
Amounts contributed by the employer are placed in guaranteed fixed income accounts until 
the employee is vested.  When an employee is vested, the employee has the option to 
invest in any of the funds approved by the Board.  For the year ended August 31, 2021, 
contributions from the employer and employees were $1,272,801 and $848,534, 
respectively.  Total plan assets, including loans, as of August 31, 2021 are $29,151,605. 

 
G. Deferred Compensation Plan 

 
The Center offers its employees a deferred compensation plan created in accordance with 
Internal Revenue Code Section 457.  The plan, available to all Center employees, permits  
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them to defer a portion of their salary until future years. Participation in the plan is optional.  
The deferred compensation is not available to employees until the employee terminates 
employment, retires or experiences an unforeseeable emergency.   
 

H. Contingencies 
 

The Center has participated in a number of state and federally financial assistance 
programs, Medicare and Medicaid programs.  These programs are subject to financial and 
compliance audits by the grantors or their representatives and regulatory authorities.  The 
purpose of the audits is to ensure compliance with conditions relating to the granting of 
funds and other reimbursement regulations.  The Center's management believes that any 
liability for reimbursement which may arise as the result of these audits is not believed to be 
material to the financial position of the Center.  The Center is subject to certain penalties in 
the event that performance targets are not met. 
 
The Center is involved in litigation in the normal course of business.  Management estimates 
that any liability that may result from this litigation, if any, would not be material to the 
Center’s financial statements. 
 
Crossroads Villas entered into a financing agreement with HUD in 2012.  Under the 
agreement, HUD provided total capital advances of $1,683,600 for use in the development 
of the Project.  Assuming compliance with the rules under Section 811 for a 40 year period 
the total capital advance will be in the form of a grant and will not be required to be repaid.  
In the event of default, as defined in the HUD regulations, the advance becomes 
immediately due and payable.   

 
I. Risk Management 

 
The Center is exposed to various risks of loss related to tort; theft of, damage to, and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters.  
The Center carries commercial insurance to insure against these losses.  There were no 
significant reductions in coverage in the past fiscal year, and there were no settlements 
exceeding insurance coverage in any of the past three fiscal years.  
 

J. Concentrations of Credit Risk 

 

A substantial portion of the Center’s revenues are in the form of a performance contract 
with the Health and Human Services Commission (the State).  As a result, the Center’s 
overall exposure to credit risk is contingent upon the future funding by the State.  
Historically, the Center’s uncollectible accounts receivable have been immaterial.  The  
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Center does not require collateral for its receivables. The following table lists revenues that 
individually represent greater than 10% of the Center’s total revenue. 
 
   HCS    $11,558,537  18%  
   1115 Waiver                7,087,557  11% 
   HHSC – GR- MH and IDD        18,884,354  30% 
  

K. Committed and Restricted Funds 
 

The Board of Trustees has committed funds in the General Fund for the following:  
 

Learning Center - Rosenberg Art/Parents $ 4,129

Learning Center - El Campo Parents 3,676

Learning Center - Missouri City Parents 3,788

Buildings 1,114,920

Furniture 450,000

Fire Sprinklers/Generators 450,000

Technology 1,289,085

Post DSRIP Operations BH 6,000,000

$ 9,315,598
 

 

L. Patient Assistance Program for Pharmacy 

 

The Center participated in a pharmaceutical-sponsored Patient Assistance Program, whereby 
the Center processes applications for medications on behalf of qualifying consumers. In 
addition, the Center utilizes samples provided by pharmaceutical companies in the treatment 
of consumers. The estimated value of the medications received through the Patient 
Assistance Program during the year was $3,931,883. The Center does not take ownership of 
these assets but rather facilitates the transfer to the end user; therefore, those benefits are 
not recorded on the Center’s books. 
 
M. Medicaid 1115 Waiver: 

 

The State of Texas was originally approved for a five-year Medicaid demonstration waiver 
that would enable hospitals and other providers to earn up to $11.4 billion in funds for 
Delivery System Reform Incentive Payment (DSRIP) projects. DSRIP projects are designed to 
improve Texas’ health care delivery system, including access to care, quality of care, and 
health outcomes. The original demonstration waiver ended September 30, 2016 and the 
State of Texas is operating on a transition plan funded through September 30, 2021. Under 
the new terms, there are two years of level funding followed by two years of funding which 
will decrease each year. There is no funding committed after September 30, 2021. The 
Health and Human Services Commission (HHSC) is submitting a DSRIP extension request to 
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the Centers for Medicare and Medicaid Services (CMS) to extend the waiver the funding 
through September 30, 2022.  

 
The Center reports twice a year on milestone and outcome achievement in order to earn 
DSRIP funds. The revenue is recognized as the milestones are achieved and after review and 
approval by CMS. As a result, and since the DSRIP funds are not expenditure-reimbursement 
type funds.  
CMS approved the Directed Payment Program – Behavioral Health (DPP-BHS) on November 
15, 2021 for the period of September 1, 2021 through August 31, 2022.  Reporting for this 
payment initiative will begin December 2021 and will cover the first six months of calendar 
year 2021.  The Center will report twice a year to earn DPP-BH funds.  The revenue will be 
recognized after review and approval by CMS.  As a result, the DPP-BH funds will not be 
expenditure-reimbursement type funds.  The Center has enrolled in the program and, as of 
August 31, 2021, has sent HHSC one intergovernmental transfer (IGT) in the amount of 
$685,397, in order to leverage federal funding.  This amount can be found on the Statement 
of Net Position and the General Fund Balance Sheet.  The Center will report a second IGT in 
December 2021.  Reporting as a participation condition of the program will also begin in 
December 2021. 
 
N. Adoption of New Standard 

 

As of September 1, 2020, the Center adopted GASB Statement No. 84, Fiduciary Activities 
(GASB 84).  The impact to the Center resulted in a reclassification of agency funds to 
custodial funds that resulted in a restatement of amounts previously reported as agency fund 
liabilities to opening net position of custodial funds. Additionally, the Center has reported a 
Statement of Changes in Fiduciary Net Position that reflects the activity for MH and IDD 
consumer income from social security, family allowances, job income, etc. collected by the 
center on behalf of the consumers and subsequently remitted to the appropriate entity, 
individual, etc.   
 
The following table describes the effects of the implementation of GASB 84 on beginning net 
position.  
 

    Custodial Fund 

Net position at September 1, 2020, as previously reported $  -  

      Reclassification of various agency funds to custodial funds   104,531  

Net position at September 1, 2020, as restated $ 104,531  
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Independent Auditor’s Report on Internal Control Over Financial Reporting  
and on Compliance and Other Matters Based on an Audit of Financial Statements  

Performed in Accordance with Government Auditing Standards 
 
To the Board of Trustees 
Texana Center 
Rosenberg, Texas 
 
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, the discretely presented component unit, the major fund, and the aggregate remaining fund 
information  of  Texana  Center  (the  Center),  as  of  and  for  the  year  ended  August  31,  2021,  and  the 
related  notes  to  the  financial  statements,  which  collectively  comprise  the  Center’s  basic  financial 
statements, and have issued our report thereon dated December 30, 2021. 
 
Internal Control Over Financial Reporting 
In planning and performing our audit of  the  financial statements, we considered  the Center’s  internal 
control  over  financial  reporting  (internal  control)  as  a  basis  for  designing  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 Center’s  internal control.  
Accordingly, we do not express an opinion on the effectiveness of the Center’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 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  Center’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 financial statements.   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 
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. 
 
 
 
 
                                                                           
Abilene, Texas 
December 30, 2021 

pe2488
EB Signature
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Independent Auditor’s Report on Compliance for Each Major Federal and 
State Program; Report on Internal Control Over Compliance Required 
by the Uniform Guidance and the State of Texas Single Audit Circular 

 
 

To the Board of Trustees 
Texana Center 
Rosenberg, Texas 
 
Report on Compliance for Each Major Federal and State Program 
 
We have audited Texana Center’s (the Center) compliance with the types of compliance requirements 
described in the OMB Compliance Supplement, State of Texas Single Audit Circular (TSAC) and Guidelines 
for  Annual  Financial  and  Compliance  Audits  of  Community  Mental  Health  and  Mental  Retardation 
Centers  that  could have a direct and material effect on each of  the Center’s major  federal and  state 
programs  for  the  year  ended  August  31,  2021.  The  Center’s  major  federal  and  state  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  federal  statutes,  regulations,  and  the  terms  and 
conditions of its federal and state awards applicable to its federal and state programs. 
 
Auditor’s Responsibility 
Our  responsibility  is  to express an opinion on  compliance  for each of  the Center’s major  federal and 
state  programs  based  on  our  audit  of  the  types  of  compliance  requirements  referred  to  above. We 
conducted  our  audit  of  compliance  in  accordance with  auditing  standards  generally  accepted  in  the 
United States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and the audit requirements of Title 2 
U.S. Code of  Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and 
Audit Requirements for Federal Awards (Uniform Guidance); State of Texas Single Audit Circular (TSAC) 
and Guidelines  for Annual  Financial and Compliance Audits of Community Mental Health and Mental 
Retardation  Centers  (Audit Guidelines).  Those  standards,  the Uniform Guidance,  TSAC  and  the Audit 
Guidelines 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 or state program occurred. An audit includes examining, on a test 
basis,  evidence  about  the  Center’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 and state program. However, our audit does not provide a  legal determination of the Center’s 
compliance. 
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Opinion on Each Major Federal and State Program 
In our opinion, the Center 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 and  state 
programs for the year ended August 31,2021. 
 
Report on Internal Control Over Compliance 
Management of the Center is responsible for establishing and maintaining effective internal control over 
compliance with the types of compliance requirements referred to above.  In planning and performing 
our audit of compliance, we considered the Center’s internal control over compliance with the types of 
requirements  that could have a direct and material effect on each major  federal or  state program  to 
determine  the  auditing  procedures  that  are  appropriate  in  the  circumstances  for  the  purpose  of 
expressing an opinion on compliance for each major federal and state program and to test and report on 
internal control over compliance  in accordance with  the Uniform Guidance and TSAC, but not  for  the 
purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, 
we do not express an opinion on the effectiveness of the Center’s internal control over compliance. 
 
A deficiency  in  internal control over compliance exists when  the design or operation of a control over 
compliance  does  not  allow  management  or  employees,  in  the  normal  course  of  performing  their 
assigned  functions,  to  prevent,  or  detect  and  correct,  noncompliance  with  a  type  of  compliance 
requirement of a federal or state program on a timely basis. A material weakness in internal control over 
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such that 
there is a reasonable possibility that material noncompliance with a type of compliance requirement of 
a  federal  or  state  program  will  not  be  prevented,  or  detected  and  corrected,  on  a  timely  basis.  A 
significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, 
in internal control over compliance with a type of compliance requirement of a federal or state program 
that is less severe than a material weakness in internal control over compliance, yet important enough 
to merit attention by those charged with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph  of  this  section  and  was  not  designed  to  identify  all  deficiencies  in  internal  control  over 
compliance  that  might  be  material  weaknesses  or  significant  deficiencies.  We  did  not  identify  any 
deficiencies in internal control over compliance that we 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 and TSAC. Accordingly, this report is not suitable for any other purpose. 
 
 
                                    
   
Abilene, Texas 
December 30, 2021 

pe2488
EB Signature
















