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AVALON WATER SUPPLY & SEWER SERVICE CORPORATION

STATEMENT OF NET ASSETS
DECEMBER 31, 2011
Business-Type
Activities
ASSETS
Current assals
Cash and cash equivalents $ 186,301
Accounts receivable 31,388
Less: Allowance for uncollectibles (14,561)
Prepaids 8,213
Total current assels 181,339
Mon-current assets
Water rights 44,510
Property, plant and equipment
Land and land rights 25,551
Furniture and fixtures 10,460
Transporiation 11,886
Machinery and equipment 46,182
Bulldings and distribution system 1,458,383
Construction in progress 41,802
Less; Accumulated depreciation {721,713)
Total non-cufrent assets 913,751
Total assets
Li {
Current liabilities
Accounts payable 16,280
Accrued taxes 1,388
Accrued interest 450
Currert porfion of long-term debt 20,270
Total current labilities 41,385
MNor-current liabilities
Membership deposits 35,971
Long-term debt - 306846
Total long-term liabililes 342 817
Total liabilities 384,202
NET ASSETS
Unrestricted available for operstions 720,888
Total net assels 720,888
Total liabilities and net assels 5 15‘30&09{3

See accompanying notes to financial statements.
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AVALON WATER SUPPLY & SEWER SERVICE CORPORATION

STATEMENT OF ACTIVITIES
DECEMBER 31, 2011
Program Revenues
Indirect  Charges Qperating LCapital Net
Expenses for Grants and Grants and  {Expense)
Expenses Allocation Services Contributions Contributions _Revenue
Functions/Programs
Business-type activities:

Water and sewer utilities 290,857 - 287628 - - (3.229)
Toted business-type aclivites 290,857 - 287828 “ = (3.229)
Total § 200857 §

Change in net assets:
Kot {expense} revenus $ (3229 3 (3220
General rovenues:
Interest income 2482 2,482
Gain on disposition of assets - “
Tolal general revenues and transfers 2492 2482
Change in net assets {737 (137)
Net assets-beginning 721,628 7218285
Net assets-ending S 720888 § 720888

See accomparying notes 16 fnancial siatements,

Pege 8

AVALONO00872




AVALON WATER SUPPLY & SEWER SERVICE CORPORATION
STATEMENT OF FUND NET ASSETS

Total assets

s

Current liabilities

Accounts payable

Accrued taxes

Accrued interest

Current portion of long-term debt

Tolal current kabilities

Non-current abiliies

Membership deposits
Long-term debl

Total long-term liabiliies

Total liabilities

NET ASSETS

Unrestricted

Total net assels

See accompanying notes fo Snancial statements.
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PROPRIETARY FUND
DECEMBER 31, 2011
Business-Type
Activitles
ASSETS
Current assets
Cash and cash equivalents ‘ % 166,301
Accounts receivable 31,386
Less: Aliowance for uncollectibles {14.587)
Frepaids 8,213
Total current assels 151,338
dNonecurrent assets
Water rights 41,510
Property, plant and equipment ,
Land and land rights 25,851
Furniture and fixlures 10,460
Transportation 11,898
Machinery and eguipment 46,182
Builldings and distribution system 1,458,363
Construction in progress 41,802
Less: Accumulated depreciation 721,713
Total non-gurrent assets 913,751

16,280
1,388
450
20,278

41,388

35871

306,848

342817

384,202

720,888

$ 720,886
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AVALON WATER SUPPLY & SEWER SERVICE CORPORATION
STATEMENT OF REVENUES, EXPENSES AND

CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
DECEMBER 31, 2011
Charges for services!
Water sales 223,738
Sewer sales 44,485
Connect charges 2625
Late charges 10,740
Water rights 3,200
Miscellaneous 3430
Total operating revenues 287 828
{hemicals 11,402
Depreciation 43,681
Duss and fees 8,882
insurance 7,480
L.egal and professional 2,200
Management fees 55,600
Misceliansous 180
Office expense 455
Rent and leases 880
Repair and maintenance 46,022
Salaries 38,518
Supplies 11,877
Taxes - payroll 2,988
Travel and automobiie 6,211
Utilities and telephone 40,380
Water inspection fees 888
Total sperating expenses 275,840
Dperating income {joas) 12,188

IEVENUE (EXPENSE
Gain on disposition of assels «
interest income 2492

interest expense (184173

Total non-operating revenue (expense) {12,825)

Change in net assetls (737
Total net assets, beghhming 721,626
Total net assaets, ending ?2533888

See accompanying notes 1o financial statements.
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AVALON WATER SUPPLY & SEWER SERVICE CORPORATION
STATEMENT OF CASH FLOWS
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
PROPRIETARY FUNDS
YEAR END DECEMBER 31, 2011

Business-Type

Activities

Cash recelved from customers $285,761
Cash payments to suppliers for goods and services (232,372

Net cash provided (used) by operating activities 53,419

Member deposils 300

Net cash provided {used) by non-capital financing activities 300
interest paid on notes (15417
Net ioan paydown {19,308)
Acquisition and construction of capital assals {34,330}
Sale of capital assetls -
Net cash provided (used) by capital and related financing activities {68,052)
Invesiment income 2,492
Net increase (decreass) in cash and cash equivalents {12,841)

Cash and cash equivalents at December 31, 2010 179,142

Cash and cash equivalents at December 31, 2011 $ 188,301

P

See accompanying noles 1o financial statements.
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~ AVALON WATER SUPPLY & SEWER SERVICE CORPORATION
STATEMENT OF CASH FLOWS
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
PROPRIETARY FUNDS
YEAR END DECEMBER 31, 2011

Business-type
Activities
Operating income (loss) $ 12,188
Adjustments to reconcile operating incorme (loss) to net cash
provided (used) by operating activities:
Depreciation 43,881
Changes In assets and labilities;
{increass) decrease in accounts receivable {1,813
{Increase) decrease in prepaids (88)
increase (decrease) in accounts payable {813}
increass (decrease) in other payables 72

Net cash provided (used) by operating activities

Ses accompanying notes o Snantia! statements,
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AVALON WATER SUPPLY & SEWER SERVICE CORPORATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Avalon Water Supply & Sewer Service Corporation (the Corporation) was incorporated in
the State of Texas on March 26, 1970. The Corporation was formed as a nonprofit corporation
under the articles of the Texas Nonprofit Corporation Act and is exempt from federal income
taxes under section 501{c)X12) of the Internal Revenue Code.

The Board of Directors of the Corporation has oversight responsibility and control over all
activities of the Corporation, The Corporation is not included in any other “reporting entity”,
since board members are elected by the membership and have decision-making authority, the
power to designate management, the ability to significantly influence operations, and primary
accountability for fiscal matters,

General Accounting

The operations of the Corporation are organized into a single set of self-balancing accounts
that comprise its assets, liabilities, equity, revenue and expenses.

The single set of accounts is used to record transactions for operations that are financed and
operated in a matter similar to private business enterprises where the cost (including
depreciation) of providing water and sewer service to the Corporation’s customers on a
continuing basis is financed through user charges.

Measurement focus refers to what is being measured; basis of accounting refers to when
revenue and expenses are recognized in the accounts and reported in the financial statements.
Basis of accounting relates to the timing of the measurement made, regardless of the
measurement focus applied.

The proprietary fund type is accounted for on a cost-of-service measurement focus using the
accrual basis of accounting. Revenue is recognized when eamed and expenses are
recognized when the related liabilities are incurred.

The Corporation does not prepare an annual budget.

{eonfioned)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

For the purpose of the statement of cash flows, all highly liquid investments with a maturity
of three months or less are considered to be cash equivalents.

Investments

Investments are recorded at cost, which approximates market value, As of December 31,
2011, the Corporation had no investments other than certificates of deposit, which are
considered cash equivalents.

Inventories

The Corporation does not maintain inventories. Materials are purchased as needed.

Accounts Receivable

The Corporation grants credit to its members, substantially all of whom are local residents,
At December 31, 2011, the Corporation set up an allowance for uncollectible accounts
receivable for any outstanding receivable over 1 year old. This amount was $14,561.

Use of Estimates

Management used estimates and assumptions in preparing these financial statements in
accordance with generally accepted accounting principles, Those estimates and assumptions
affect the reported amount of assets and liabilities, the disclosure of contingent assets and
liabilities, and the reported revenue and expenses. Actual results could vary from the
estimates that were used.

Fized Assets

Fixed assets consist primarily of water and sewer distribution facilities and related equipment.
Fixed assets are recorded at cost. Major fixed asset additions are financed primarily from
grant and loan proceeds.

Depreciation of all fixed assets is charged as an expense against operations. Accumulated
depreciation is reported on the balance sheet.

Depreciation is recorded using the straight-line method over the estimated useful lives of the
fixed assets. The estimated useful lives are as follows:

Structures and improvements 40 years
Distribution system 5~ 10 years
Other equipment 3 - 10 years
{continued)
16

AVALONO000879




1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) - -

Capitalized Interest

The Corporation capitalizes net interest costs and interest earned as part of the cost of
constructing various projects when material. There was no interest capitalized during the

year ended December 31, 2011,

2. CASH AND INVESTMENTS

At December 31, 2011, the carrying amount of the Corporation’s deposits (cash and certificates

of deposit) was $168,223.

The Corporation’s deposits at December 31, 2011 were entirely covered by FDIC insurance or by

pledged collateral held by the Corporation’s agent bank in the Corporation name.

3. CHANGES IN FIXED ASSETS

Lund & Land Rights

Fumiture and Fixures
Tratsporiation

Machinery and Eguipment
Bulidings and Distrivution System
Construction In Progress

Balance Balance
123110 Addtions 1263411
28 851 - 28851
10460 - 10,460
11,808 « 11,8868
46,129 708 48,182
1447, 700 10,563 1,458,383
15078 28424 41,502
1;5&6.81& A7,798 1,563,854

Accumulated depreciation at December 31, 2011 was $721,713.

Buildings and Distribution System has been reduced by $73,111, This represents an amount (net

of amortization) paid by a customer of the Corporation for distribution equipment.

17
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4. LONG-TERM DEBT

The Corporation has two notes payable to the USDA Rural Development Department.
Note #91-03 was created April 20, 1976. The original loan proceeds were $300,000. The note
carries an interest rate of 5.00% with monthly payments of $1,449. The balance of this note at
December 31, 2017 wasg 342,346,

Note #91-04 was created February 20, 2003, The original loan proceeds were $321,500. The
note carries an interest rate of 4.50% with monthly payments of $1,447. The balance of this note
at December 31, 2011 was $284,770.

Each note has a term of 40 years and is secured by the Corporation’s water system,

Debt service requirements through maturity are as follows:

Yeoar end

Prncipal  lnterest  Total

2012 % 20,270 14,482 34,752
2013 21,283 13,468 34,752
2014 18,378 12480 27658
2018 £314 12,050 17,384
018 5,558 11,808 17,364
Thereafter 259,313 17Len 430,984
Tolals % 327,118 235938 583,054

Changes in long term debt for the year ended December 31, 2011 are as follows:

Balance Balante
Hote #
9103 87,212 = 14,868 42 348
$104 288,211 “ 4441 284770
Totals % 348 423 . 18307 327418

B R S
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4. LONG-TERM DEBT (continued)

The Corporation had no other debt outstanding at December 31, 2011.

5, CONCENTRATIONS OF CREDIT RISK

The Corporation grants credit to its customers, Financial instruments that potentially subject the
Corporation to credit risk consist of accounts receivable.

6. CONTINGENCIES

The Texas Commission on Environmental Quality was pursuing a fine against the Corporation
for violations related to its sewer operations. As of December 31, 2011, the TCEQ was
considering how much the fine would be. For this reason, no amount was recorded on the books
as a payable.

19
AVALONO000882




OVERALL COMPLIANCE AND INTERNAL CONTROLS SECTION
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Kendall Stone
Certified Public Accountant
123 Topeka, Suite C
Waco, Texas 76712

Phone (254)772-8505 Fax (254)772-8505

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Avalon Water Supply & Sewer Service Corporation

[ have audited the financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of Avalon Water Supply &
Sewer Service Corporation, as of and for the year ended December 31, 2011, which collectively
comprise the Avalon Water Supply & Sewer Service Corporation basic financial statements and
have issued my report thereon dated March 31, 2012, I conducted my 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.

In planning and performing my audit, 1 considered Avalon Water Supply & Sewer Service
Corporation’s internal control over financial reporting as a basis for designing my auditing
procedures for the purpose of expressing my opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of Avalon Water Supply & Sewer Service
Corporation’s internal control over financial reporting. Accordingly, 1 do not express an opinion
on the effectiveness of Avalon Water Supply & Sewer Service Corporation's internal control
over financial reporting.

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 entity’s financial statements will not be prevented,
or detected and corrected on a timely basis.

My consideration of internal conirol over financial reporting was for the lmited 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 deficiencies, significant deficiencies, or
material weaknesses. 1 did not identify any deficiencies in internal control over financial
reporting that I consider to be material weaknesses, as defined above.

21
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Board of Directors -
Avalon Water Supply & Sewer Service Corporation
Page Two

As part of obtaining reasonable assurance about whether Avalon Water Supply & Sewer Service
Corporation’s financial statements are free of material misstatement, I performed tests of its
compliance with certain provisions of laws, regulations, contracts and grants, 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 or my andit and, accordingly, I do not express such an opinion. The results of my tests
disclosed no instances of noncompliance that are required to be reported under Government
Auditing Standards.

This report is intended solely for the information and use of management, others within the
organization, board members, and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

Kendall Stone, CPA
March 31, 2012

2
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AVALON WATER SUPPLY AND SEWER SERVICE CORPORATION
FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2012
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Kendall Stone
Certified Public Accountant
123 Topeks, Suite C
Waco, Texas 76712

Phone (2547728505 Fax (254)772-6505

INDEPENDENT AUDITOR'S REPORT

Board of Directors
Avalon Water Supply and Sewer Service Corporation

I have audited the accompanying statement of financial position of Avalon Water Supply
and Sewer Service Corporation (a nonprofit corporation) as of December 31, 2012, and
the related statements of unrestricted revenues and expenses. functional expenses,
membership equity, and cash flows for the year then ended. These financial statements
are the responsibility of the Corporation’s management. My responsibility is t0 express an
opinion on these financial statements based on my audit.

1 conducted my audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that I plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatemnent. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. I 'believe that my audit provides a
reasonable basis for my opinion.

ReNSUIL

In my opinion, the financial statements referred to in the first paragraph present fairly, in
all material respects, the financial position of Avalon Water Supply and Sewer Service
Corporation, as of December 31, 2012, and the changes in its membership equity and its
cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

7

December 9, 2013
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AVALON WATER SUPPLY AND SEWER SERVICE CORPORATION
STATEMENT OF FINANCIAL POSITION

December 31, 2012

CURRENT ASSETS
Cash on Hand 5
Cash in Banks
Certificates of Deposit
Total Cash

Accounis Recelvable, net
Prepaids
TOTALCURRENT ASSETS

Water Rights

Property and Equipment, Net
TOTAL ASSETS

LIABILITIES & MEMBERSHIP EQUITY

CURRENT LIABILITIES
Accounts Payable
Accrued
Current Portion of Notes Payable
TOTAL CURRENT LIABILITIES

LONG TERM LIABILITIES
Membership Deposits
Note Payable
TOTAL LONG TERM LIABILITIES

TOTAL LIABILITIES

MEMBERSHIF EQUITY
Unrestricted:
Paid in Capital
Cumulative Excess of Revenue over Expenditures
TOTAL MEMBERSHIP EQUITY

TOTAL LIABILITIES & MEMBERSHIP EQUITY

Page 2

7334
85,075
92,459

32,375
609
130,854
41,510
879,551

7,853
714
21,283

29,850

g BICOTDESY T YIIEE £ Bn imsgrel par of the nancial shetements.
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AVALON WATER SUFFLY ANT STWER SERVICE CORPORATION
STATEMENT OF U mmm REVENUES, EXPENSES
AND OTHER CHANGES IN MEMBERSHIP EQUITY
Forthe vszr Exdzl Decamber 31, 2002

—— —— — — — — L e _— L L —_— m— _— o — — A T

UNRESTRICTED REVENLT
Water Revenus $ 225,245
Sewer Revenus 32572
Install and Conpect Fees 1875
Late Fees 8765
Wiscellaneous Dervice Zevens 13,869
Non-Utility bwome 753
Interest Income 1,701
TOTAL UNRESTRICTED REZ20UE 284,780

EXPENSES
Program Services 299,222
Supporting Services 6,216
TOTAL EXPENSES 305438

EXCESS OF REVENUES OVER EXPENSES (20,658)

UNBESTRICTED MEMBERSHIP EOUTTY.

BEGINNING OF YEAR 5113,688
UNRESTRICTED MEMBERSHIP EQUITY,
END OF SEPTEMBER % 583,030
The accompanying notes are an integral part of the financial statements.
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AVALON WATER SUPPLY AND SEWER SERVICE CORPORATION

STATEMENT OF FUNCTIONAL EXPENSES
For the Year Ended December 31, 2012

PROGRAM SERVICES:

Bank Charges
Advertising
Chemicals
Contract Labor
Depreciation
Dues and Fees
Employee Benefits
Irsurance
Inderest Expense
Management Fees
Miscellaneous
Office Supplies
Payroll Taxes
Permits

Rents

Repairs and Maintenance
Salaries

Supplies

Testing
Transportation
Travel

Utilities

TOTAL PROGRAM SERVICES EXFENSZ
SUPPORTING SERVICES:

Legal and Accounting
TOTAL EXPENSES

$ 73
625
8,091
1815
43,541
8,348
346
8,145
14,033
55,000
2,345
1630
3217
1,250
270
34,960
42,780
15413
8,189
5,581
757
42814

299,222

6,216

5 305438
eoes e

‘The sccompanying noles are an integral part of the financial slatements.
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AVALON WATER SUPPLY AND SEWER SERVICE CORPORATION
STATEMENT OF CHANGES IN MEMBERSHIP EQUITY
For the Year Fnded December 31, 2012

Cumnulative Excess Total
Paid in Capital in of Revenue Over Unrestricted
Expenses Membership Equity
Balance, January 1, 2012 $ 117200 § $ 720,888
Excess {deficit) of
Bevenues over Expenses - {20,638} {20,658)

Balarwe, Devember 31, 2012

g gasseagmens ¢ utae g ws aorel part of the Bnancial slalsmeents
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AVALON WATER SUPPLY AND SEWER SERVICE CORPORATION
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2012

Increase in Membership Equit
Adjustments to reconcile net incoms oo net
cash provided by operating actviZss.
m;;vrmmm
{Irwrease) Decrease in
Accounts Receivable
Prepaids

Increase (Decrease) in:
Accounts Payable
Accrued Expenses
Memberships

NET CASH PROVIDED BY OPERATING ACTV 7722

CASH FLOWS FROM INVESTING ACTIVI =2

Purchase of Property, Plant and Eguipmen:

NET CASH USED BY INVESTING ACTIVITIZS

"ASH FLOWS FROM FINANCING ACTIVITLES

Payment of Notes Payable
NET CASH PROVIDED BY FINANCING ACTIVTIES
NET INCREASE IN CASH
CASH AT BEGINNING OF YEAR

CASH AT END OF PERIOD

{20,658)
43,541
(15,550)
2,194
(13,356)
(11,427)
(1,121)
300
2,248
(2,721)
{50,853) 4
{50,853)
(20,268)
20,268
(73,842)
166,301
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AVALON WATER SUPPLY & SEWER SERVICE CORPORATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Avalon Water Supply & Sewer Semice Jorporation (the Corporation) was incorporated in

T »rooration was formed as a nonprofit corporation

under the articles of the Texas Nongro®: C:moaszrion Act and is exempt from federal income
taxes under section 501{c)(12) of the Insemzl Revemue Code,

The Board of Directors of the Cormrrarizs =as sversight responsibility and control over all
activities of the Corporation. The ~3<iom is e included in any other “reporting entity”,
since board members are eleczad by is end have decision-making authority, the
power to designate management. the 22i0n o3 s gnificamtly influence operations, and primary
accountability for fiscal maters.

General Accounting

single set of self-balancing accounts

The operations of the Corporation gre crganized into 2
il T expenses.

g
that comprise its assets, liabilities. equ!

The single set of accounts is used 1o reecr? wazsactions for operations that are financed and
operated in a matter similar w pri ~3imgss enterprises where the cost (including
depreciation) of providing water 2 - sgrvice w the Corporation’s customers on &

i

Measurement focus refers to whar iz being measured: basis of accounting refers to when
revenue and expenses are recognized in the ascounts and reported in the firancial ststements.

Basis of accounting relates to the uming of the measurement made, regardless of the
measurement focus applied.

The proprietary fund type is accounted for on 2 cost-of-service measurement fovus using the
accrual basis of accounting. Revenue is recognized when camed and expenses are
recognized when the related liabilities are incurred.

The Corporation does not prepare an annual budget.

{continued)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash and Cash Equivalents

For the purpose of the statement of cesh flows, all highly liquid investments with a maturity
of three months or less are considered w be cash equivalents,

Inyestments
Investments are recorded at cost, which approximates market value. As of December 31,

2012, the Corporation had no invessmems other than certificates of deposit, which are
considered cash equivalents.

Inventories

The Corporation does not maintain inventorigs. Marerials are purchased as needed.

The Corporation grants credit 1o its members. subswantially all of whom are local residents.
At December 31, 2012, the Corporation set up an allowance for uncollectible accounts
receivable for any outstanding receivable over | year old. This amount was $14,561.

Management used estimates and assumptions in preparing these financial statements in
accordance with generally accepted accounting principles. Those estimates and assumptions
affect the reported amount of assets and liabilities. the disclosure of contingent assets and
liabilities, and the reported revenue and expenses. Actual results could vary from the
estimates that were used.

Fixed Assets

Fixed assets consist primarily of water and sewer distribution facilities and related equipment.
Fixed assets are recorded at cost. Major fixed asset additions are financed primarily from
grant and loan proceeds.

Depreciation of all fixed assets is charged as an expense against operations. Accumulated
depreciation is reported on the balance sheet.

Depreciation is recorded using the straight-line method over the estimated useful lives of the
fixed assets. The estimated useful lives are as follows:

Structures and improvements 40 years

Distribution system 5~ 10 years

Other equipment 3~ 10 years
{continued)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The Corporation capitalizes net interest costs and interest camed as part of the cost of
constructing various projects when material. There was no interest capitalized during the
nine months ended December 31, 2012,

2, CASH AND INVESTMENTS

At December 31, 2012, the carrying amount of the Corporation’s deposits (cash and certificates
of deposit) was $95,015.

The Corporation’s deposits at December 31, 2012 were entirely covered by FDIC insurance or by
pledged collateral held by the Corporation’s agent bank in the Corporation name.

3. CHANGES IN FIXED ASSETS

Halance Balamwe
idau e
B 25,851 - - 28851
10,485 6382 - 18,842
11,8898 - - 14,886
48,182 589 - 46,781
1458363 262 - 1,488 855
41,802 I\ATE - TIEIT

Accumulated depreciation at December 31, 2012 was $767,851.

Buildings and Distribution System has been reduced by $69,645. This represents an amount (net
of amortization) paid by a customer of the Corporation for distribution equipment.
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4. LONG-TERM DEBT
The Corporation has two notes pavable to the USDA Rural Development Department.
Note #91-03 was created April 20. 1976,

carries an interest rate of 5.00% with month!
December 31, 2012 was $26,721.

The original loan proceeds were $300,000. The note
iy peyments of $1,449. The balance of this note at

Note #91-04 was created February 20. 2003, The original loan proceeds were $321,500. The
note carries an interest rate of 4.50% with manthls payvments of $1.447. The balance of this note
at December 31, 2012 was $280.124

Each note has a term of 40 years and is securel oy the Corporation’s water system.

Debt service requirements through marurity grz 28 ldows:

Frozza messt  otel
2013 E el x 13 488 34,752
24 EI7E “EA80 r858
215 EEta t2LUB0 17,384
28 $IiE *4.E08 17,384
207 4 AR 17,364
Thersalter TED B4R A2 %18

Totads k3 224,883 &%gﬁﬁiﬁ

Changes in long term debt for the nine months ended December 31, 2012 are as follows:

Bygroe Balance
1Z3"01 sgggons Paymens 1203112
Note #
g1-03 A3 388 - 15805 /I
8404 284770 - 4 544 2&0&2&
Tolals
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4. LONG-TERM DEBT (continyed)

The Corporation had no other debt outstanding ar December 31, 2012.

5. CONCENTRATIONS OF CREDIT RISK

The Corporation grants credit to its customers. Financial instruments that potentially subject the
Corporation to credit risk consist of accounts receivable.
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Board of Directors

Avalon Water Supply & Sewer Service Corporation

Page Two

Opinion

in our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Avalon Water Supply & Sewer Service Corporation as of December

31, 2013, and the changes in its net assets and its cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

hm‘:mﬁ? &awhmwi p.C.

Culpepper & Lawrence, P.C.
Certified Public Accountants

October 28, 2014
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AVALON WATER SUPPLY & SEWER SERVICE CORPORATION
STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2013

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Accounts receivable
Prepaid expenses and other current assets
Total Current Assets

PROPERTY AND EQUIPMENT
Land
Distribution system
Furniture, fixtures and equipment

Less: Accumulated Depreciation
Net Property and Equipment

OTHER ASSETS
Restricted Cash
Water Rights

Total Other Assels

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable
Accrued expenses
Current portion of long-term liabilities
Total Current Liabilities

LONG-TERM LIABILITIES
Long-term liabilities, less current portion
Total Long-Term Liabilities

Total Liabilities

NET ASSETS
Unrestricted:
Memberships
Members' contributed capital
Operations
Total Unrestricted Net Assets

TOTAL LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of these financial statements.
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$ 107,061
36,145
6678
149,884

25,551
1,496,724
145,610
1,666,885

(812.114)
864,771

36,944
17,282
54,226

$ 22,964
8,769

45,205

77.028

275,267
275,267

352,295

32,600
126,758
547,227

706,588
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AVALON WATER SUPPLY & SEWER SERVICE CORPORATION
STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2013

REVENUE
Water Sales
Sewer Sales
interest
Late charges
Transfer fees
Other

Total Revenue

EXPENSES

Program Services:
interest
Telephone and utilities
Insurance
Fuel
Repairs
Payroll taxes
Salaries
Contract services
Office supplies
Depreciation and amortization
Materials and supplies

Supporting Services:
Penalties
Legal and accounting
Total Expenses
Change in Net Assets from Operations
Net Assets at Beginning of Year, Restated

Net Assets at End of Year

The accompanying notes are an integral part of these financial statements.
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$ 247,382
45,962

1,073

12,320

175

4,027
310,938

14,150
47,218
9,694
812
38,832
5,955
70,093
38,656
8,044
47,144
35,367

8,351
24,600
349,918

(38,977)

586,204
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AVALON WATER SUPPLY & SEWER SERVICE CORPORATION
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2013

CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets
Adjustments to reconcile change in net assets
1o net cash provided by (used in)
operating activities:
Depreciation and amortization
{Increase) Decrease in accounts receivable
{Increase) Decrease in prepaid expenses
and other current assels
Increase (Decrease) in accounts payable
increase (Decrease) in accrued expenses
Total Adjustments
Net Cash Provided By (Used In) Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property & Equipment
Net Cash Provided By (Used In) Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from long-term liabilities
Principal paid on long-term liabilities
Sale of memberships
Memberships refunded
Capital contributions from members
Net Cash Provided By (Used In) Financing Activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT END OF YEAR

SUPPLEMENTAL DISCLOSURE:
Interest Paid

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

5

$(38,074)

47,144
3,391

306
14,495
3278
68,614
29,640

(1,268)
(1,268)

35,000
{21,286)
200
(300}
9,559
23173

51,548
92,460
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AVALON WATER SUPPLY & SEWER SERVICE CORPORATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

NOTE A - GENERAL
BUSINESS ACTIVITY

Avalon Water Supply & Sewer Service Corporation (Corporation) is a nonprofit Corporation
which was incorporated in the State of Texas on March 26, 1970. The Corporation is engaged
in supplying water and sewer service for general farm use and domestic purposes to its
members residing in the rural community of Avalon, Texas and the surrounding area.

BASIS OF ACCOUNTING

The Corporation’s policy is to prepare its financial statements on an accrual basis.

CASH AND CASH EQUIVALENTS

For purposes of the statement of cash flows, cash on hand, cash in bank, certificates of deposit
and money market accounts are considered to be cash and cash equivalents. The certificates
of deposit bear interest at 1.25%.

ACCOUNTS RECEIVABLE

in management's opinion all accounts receivable at December 31, 2013 are collectible;
therefore no allowance for uncoliectible accounts was recorded. Any receivables that are
considered uncollectible are written off immediately.

INVENTORY

The Corporation does not maintain inventories. Materials are purchased as needed.

PROPERTY AND EQUIPMENT

Property and equipment are recorded at cost. The Corporation follows the practice of
capitalizing, at cost, all expenditures for property and equipment in excess of $100 with a usual
life in excess of one year. Depreciation is computed on a straight-line basis over the useful lives
of the assets ranging from five to fifty years.

Major outlays for system improvements are capitalized as projects are constructed. Interest
incurred during the construction phase is included as part of the capitalized value of the assets
constructed, net of interest earned on the invested proceeds over the same period.

All assets of the Corporation are pledged on a note payable to USDA - Rural Development.

USE OF ESTIMATES

Management uses estimates and assumptions in preparing financial statements. Those
estimates and assumptions affect the reported amounts of assets and liabilities, the disclosure
of contingent assets and liabilities, and the reported revenues and expenses.

&
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AVALON WATER SUPPLY & SEWER SERVICE CORPORATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

NOTE A - GENERAL (continued)
INCOME TAX STATUS

The Corporation received a certificate of incorporation from the State of Texas pursuant to the
provisions of the Texas Non-Profit Corporation Act. The Corporation was formed as a nonprofit
corporation under the articles of the Texas Nonprofit Corporation Act and is exempt from federal
income taxes under section 501(c)12 of the Internal Revenue Code.

DATE OF MANAGEMENT'S REVIEW

Management has evaluated subsequent events through October 28, 2014, the date on which
the financial statements were available to be issued.

Subsequent to the end of the year, the Corporation acquired land for $5,095 and entered into a
construction commitment for $22,500.

NOTE B - CONCENTRATION OF BUSINESS AND CREDIT RISK

The Corporation maintains cash balances in banks. These balances are insured by the Federal
Deposit Insurance Corporation (FDIC) up to $250,000. All balances were fully insured as of
December 31, 2013

NOTE C - RESTRICTED CASH

The resolution authorizing the long-term debt of the Corporation requires that the Corporation
make monthly transfers to a reserve account until the sum of $36,944 is accumulated. When
necessary, disbursements from the account may be used for payments due on the debt.
Whenever disbursements are made from the account, monthly deposits shall then be resumed
until the original required amount has been accumulated. At December 31, 2013 the reserve
account contained the required amount of $36,944.

NOTE D - LONG-TERM DEBT

Long-term debt at December 31, 2013 consisted of the following:

Note payable to First State Bank at 3.25%, monthly payments of

interest only, collateralized by Corporation assets, due on or

before September 3, 2014 $ 35,000
Note payable to USDA - Rural Development at 5.00%, monthly

payments of $1,449 including interest, collateralized by
Corporation assets, due on or before April 20, 2016 10,285
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AVALON WATER SUPPLY & SEWER SERVICE CORPORATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

NOTE D - LONG-TERM DEBT (continued)

Note payable to USDA - Rural Development at 4.50%, monthly
payments of $1447 including interest, collateralized by

Corporation assets, due on or before February 20, 2043 275267
320,562

»

Less current portion v (45.295)

Long-term debt maturing in future years consists of:

Year Principal Interest Total

2014  § 45205 § 15313 $ 60,608

2015 4992 12,373 17,365
2018 5221 12,143 17.364
2017 5462 11,902 17,364
2018 5713 11,651 17,364
Thereafter 253 B79 165,289 419,168

$ 320562 $ 228671 $ 548,233

NOTE E - MEMBERSHIPS AND MEMBERS' CONTRIBUTED CAPITAL

Upon qualification for service, qualification for membership, and payment of the required fees,
the Corporation issues a membership certificate. The membership certificate provides proof of
membership in the Corporation and entities the member to one connection to the Corporation's
water main and one share of Corporation stock. In addition to a membership fee, each
applicant shall be required to pay a distribution system fee in an amount projected to defray the

cost of upgrading system facilities to meet growth demands creating by adding customers.

The change in memberships and members’ contributed capital is as foliows:

Member's
Contributed
Memberships Capital
December 31, 2012 $ 32,700 % 117,200
Memberships forfeited/repurchased (300 -
Sale of memberships 200 9,589
December 31, 2013 $ 32600 § 128,758

NOTE F—PRIOR YEAR ADJUSTMENTS

During 2013, management discovered financial statement errors that caused an understatement
of December 31, 2012 previously reported net assets of $3,172 and previously reported change

in net assets from operations of $3,172.
8

AVALONO000906



AVALON WATER SUPPLY &
BEWER SERVICE CORPORATION

FINANCIAL RTATEMENTS
Yout Eraded Duvember 31, 2014

ity Culpegpern LA
B Bon E

M s, 7K 76580 .
isty Culpepper ity
. . {emfwd Pu%w: Agcountant : :

& Sowession LA Risnliey SR
INOEPENDENT AUDITOR'S REPORY

“The Bosrd of Direcion

Auvalon Wetst Suiy & Bowir Sessits Sorpmation

i by nudi‘ed the panying tnaecat of Avalon Water Supply & Bevesr Servive
& £ i i 3 wivinh the of firancial posiion a8 of
December 3% 2074, and fhe related statements of seetos und cash flows for the year then
snded, sed the relmed notes o the fingrcial stateroents.

s Ry Yor the
= ible for ta it foer of Swwe Gnarcial
in with ing 3 gereral in the Woke Slatee of
Apmarics, this indlades the sy iy, B snal of dgrnal contl refevant
i e ared i of Hngncal statemends that ave free fram mwtenisd

mxxsxatem\?m whether due 10 it 5 ET0r
Auditor's Responsibifity

My responsibilty s ke apraes an opision on these finanuial stalements based on my audt H
soncucied oy sudit m ascrdence with suding slanmiwds genmrslly suopled in the United
Biates of Amerca Those standards regure thel | plan and pedorm The sl o oblain
seansmable aesumne SOt whather the Snantial staterenss ute fue of matenal mastalement.

A sl involves pevorming provedurss lo oplain Buml evidence wiwkt e wrmounts and
asscssuras i W Bnanciel Trw depend nn e sudiers
i e of e riske of muterisl nuestaternent of the financial

suktmm& whathar dus 1o sl o7 el It meking those sisk Resessrants. he audior
ongiters internal control rvievant fo e anltys ion sl Sl uf e
firanuial stateronmis n orier fr dEegn audh provedwea Ul ey apreoptiste in the
simumstarces b not for the purpnse of expressing an opinon o the sffectveness of the
entity's wdemal fontrol Accordingly | sxpress no sueh opinion &n gl slen nwudes
i g the ¢ by of puliciss waed s ressonabiengs of

z mads by . 3% well 8y ing the myeral

of e

1 believe that the melt suidences | have obtained is sultiment and appropriste to provide 2 basis
for iy st opinion

Stoonier o Saveriza it F Tevsifiod Raddis AETOREERORE
‘sharssioor 61 Foon Bowcheby ¥ TP Bisblic &(xsxxmm‘!ﬁ AVALON000907




Board of Directors
Avalon Water Supply & Sewer Service Corporation
Page Two

Opinion
in my opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Avalon Water Supply & Sewer Service Corporation as of December

31, 2014, and the changes in its net assets and its cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

J\(w{:z@f Cu.ﬁﬁappgﬁ CPA PLLC.

Misty Culpepper, CPA, PLLC
Certified Public Accountant

July 27, 2015
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AVALON WATER SUPPLY & SEWER SERVICE CORPORATION
STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2014

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Accounts receivable
Prepaid expenses and other current assets
Total Current Assets

PROPERTY AND EQUIPMENT
Land
Distribution system
Furniture, fixtures and equipment

Less: Accumulated Depreciation
Net Property and Equipment

OTHER ASSETS
Restricted Cash
Water Rights

Total Other Assets

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable
Accrued expenses
Current portion of long-term liabilities
Total Current Liabilities

LONG-TERM LIABILITIES
Long-term liabilities, less current portion
Total Long-Term Liabilities

Total Liabilities

NET ASSETS
Unrestricted:
Memberships
Members' contributed capital
Operations
Total Unrestricted Net Assets

TOTAL LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of these financial statements.
3

$ 98480
37,980
9,304
145,764

32,304
1,667,028
148,781
1,748,113

(856,275)
891,838

$ 5411
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AVALON WATER SUPPLY & SEWER SERVICE CORPORATION

STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2014

REVENUE
Water Sales
Sewer Sales
interest
Late charges
Transfer fees
Other

Total Revenue

EXPENSES

Program Services:
Interest
Telephone and utilities
insurance
Repairs
Payroll taxes
Salaries
Licenses and fees
Office supplies
Depreciation and amortization
Materials and supplies
Travel

Supporting Services:
Salaries
Payroll taxes
Legal and accounting
Total Expenses
Change in Net Assets from Operations
Net Assets at Beginning of Year

Net Assets at End of Year

The accompanying notes are an integral part of these financial statements.
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$ 278585
61,514

563

12,000

275

14,332
367,279

12,608
45 959
12,973
12,514

6,207
74,923

5,027
11,856
45,126
41,764

6,039

9,335
714
18,433
304,478

62,801
547,227
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AVALON WATER SUPPLY & SEWER SERVICE CORPORATION
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2014

CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets
Adjustments to reconcile change in net assets
to net cash provided by (used in)
operating activities:
Depreciation and amortization
(Increase) Decrease in accounts receivable
{Increase) Decrease in prepaid expenses
and other current assets
increase (Decrease) in accounts payable
Increase (Decrease) in accrued expenses
Total Adjustments
Net Cash Provided By (Used In) Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property & Equipment
Net Cash Provided By {(Used In) Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES

Principal paid on long-term liabilities

Sale of memberships

Capital contributions from members

Net Cash Provided By (Used In) Financing Activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT END OF YEAR

SUPPLEMENTAL DISCLOSURE:
interest Paid

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

$ 62,801

45,126
(1,835)

(2,625)
(17,553)

1,319
24,432
87.233

(81,228)
{81,228)

(27.521)
800
12,335

(14.586)

(8,581)

144,005
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AVALON WATER SUPPLY & SEWER SERVICE CORPORATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

NOTE A - GENERAL
BUSINESS ACTIVITY

Avalon Water Supply & Sewer Service Corporation (Corporation) is a nonprofit Corporation
which was incorporated in the State of Texas on March 26, 1970. The Corporation is engaged
in supplying water and sewer service for general farm use and domestic purposes to its
members residing in the rural community of Avalon, Texas and the surrounding area.

BASIS OF ACCOUNTING

The Corporation’s policy is to prepare its financial statements on an accrual basis,

CASH AND CASH EQUIVALENTS

For purposes of the statement of cash flows, cash on hand, cash in bank, certificates of deposit
and money market accounts are considered to be cash and cash equivalents. The certificates
of deposit bear interest at .90%.

ACCOUNTS RECEIVABLE

in management's opinion all accounts receivable at December 31, 2014 are collectible;
therefore no allowance for uncollectible accounts was recorded. Any receivables that are
considered uncollectible are written off immediately.

INVENTORY

The Corporation does not maintain inventories. Materials are purchased as needed.

PROPERTY AND EQUIPMENT

Property and equipment are recorded at cost. The Corporation follows the practice of
capitalizing, at cost, all expenditures for property and equipment in excess of $100 with a usual
life in excess of one year. Depreciation is computed on a straight-line basis over the useful lives
of the assets ranging from five to fifty years.

Major outlays for system improvements are capitalized as projects are constructed. Interest
incurred during the construction phase is included as part of the capitalized value of the assets
constructed, net of interest earned on the invested proceeds over the same period,

All assets of the Corporation are pledged on a note payable to USDA - Rural Development.

USE OF ESTIMATES

Management uses estimates and assumptions in preparing financial statements. Those
estimates and assumptions affect the reported amounts of assets and liabilities, the disclosure
of contingent assets and liabilities, and the reported revenues and expenses.

6
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AVALON WATER SUPPLY & SEWER SERVICE CORPORATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

NOTE A - GENERAL (continued)

INCOME TAX STATUS

The Corporation received a certificate of incorporation from the State of Texas pursuant to the
provisions of the Texas Non-Profit Corporation Act. The Corporation was formed as a nonprofit
corporation under the articles of the Texas Nonprofit Corporation Act and is exempt from federal
income taxes under section 501(c)12 of the Internal Revenue Code.

DATE OF MANAGEMENT'S REVIEW

Management has evaluated subsequent events through July 27, 2015, the date on which the
financial statements were available to be issued.

NOTE B - CONCENTRATION OF BUSINESS AND CREDIT RISK

The Corporation maintains cash balances in banks. These balances are insured by the Federal
Deposit Insurance Corporation (FDIC) up to $250,000. All balances were fully insured as of
December 31, 2014,

NOTE C - RESTRICTED CASH

The resolution authorizing the long-term debt of the Corporation requires that the Corporation
make monthly transfers to a reserve account until the sum of $36,944 is accumulated. When
necessary, disbursements from the account may be used for payments due on the debt.
Whenever disbursements are made from the account, monthly deposits shall then be resumed
until the original required amount has been accumulated. At December 31, 2014 the reserve
account contained the required amount of $36,944.

NOTE D - LONG-TERM DEBT

Long-term debt at December 31, 2014 consisted of the following:

Note payabie to First State Bank at 3.25%, monthly payments of

interest only, collateralized by Corporation assets, due on or

before October 1, 2015 $ 22,855
Note payable to USDA - Rural Development at 4.50%, monthly

payments of $1447 including interest, collateralized by

Corporation assets, due on or before February 20, 2043 270,186

Less current portion
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AVALON WATER SUPPLY & SEWER SERVICE CORPORATION
- NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014

- NOTE D - LONG-TERM DEBT (continued)

Long-term debt maturing in future years consists of.

Year Principal Interest Total
- 2015 $ 22855 % 8069 $ 30,924
2018 3673 11002 $ 15,575
2017 5,462 11651 % 17,113
- 2018 5,713 11,388 3 17,101
2018 5876 11,313 5 17.088
Thereafter 249 362 142,789 302,151
$ 293041 &% 1968912 $§ 488853

NOTE E - MEMBERSHIPS AND MEMBERS’ CONTRIBUTED CAPITAL

Upon qualification for service, qualification for membership, and payment of the required fees,
the Corporation issues a membership certificate. The membership certificate provides proof of
membership in the Corporation and entities the member to one connection to the Corporation's
water main and one share of Corporation stock. In addition to a membership fee, each
applicant shall be required to pay a distribution system fee in an amount projected to defray the
cost of upgrading system facilities to meet growth demands creating by adding customers.

The change in memberships and members’ contributed capital is as follows:

Member's
Contributed
Memberships Capital
December 31, 2013 $ 32600 § 126,759
Memberships repurchased 200 -
Sale of memberships 400 12,335
December 31, 2014 3 33200
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Misty Culpepper, CPA
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July 27, 2015
To the Board of Directors

Avalon Water Supply & Sewer Service Corporation

| have audited the financial statements of Avalon Water Supply & Sewer Service Corporation for the
year ended December 31, 2014, and have issued my report thereon dated July 27, 2015, Professional
standards require that | provide you with information about my responsibilities under generally accepted
auditing standards, as well as certain information related to the planned scope and timing of my audit. |
have communicated such information in my engagement letter to you dated January 2, 2015,
Professional standards also require that | communicate to you the following information related to my

audit.
Significant Audit Findings
Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by Avalon Water Supply & Sewer Service Corporation are described in Note A
to the financial statements. No new accounting policies were adopted and the application of existing
policies was not changed during 2014, | noted no transactions entered into by the Organization during
the year for which there is a lack of authoritative guidance or consensus. Al significant transactions
have been recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current gvents and assumptions
about future events, Certain accounting estimates are particularly sensitive because of their
significance to the financial statements and because of the possibility that future events affecting them
may differ significantly from those expected. The most sensitive estimate affecting the financial
statements was:
Management's estimate of the allowance for accumulated depreciation is based on the
estimated useful life of the capital asset. | evaiuated the key factors and assumptions used to
develop the allowance for accumulated depreciation in determining that it is reasonable in
relation to the financial statements taken as a whole,

The financial statement disclosures are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit

| encountered no significant difficulties in dealing with management in performing and completing my
audit.

Corrected and Uncorrected Misstatements

Professional standards require me to accumutate all misstatements identified during the audit, other
than those that are clearly trivial, and communicate them to the appropriate level of management.
Management has corrected all such misstatements. In addition, none of the misstatements detected as
a result of audit procedures and cofrected by management were material, either individually or in the
aggregate, to the financial statements taken as a whole.

tember of American Institute of Certified Public Accountants
Texas Sock § Certified Public Accountants
Member of fexas Society & AVALON000915
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expenses. Section 501{cK3) and S0{cN4) orgarizations are required 1o report the amount of grants and
the total expenses, and revenus, if any, for sach program service reporied. V

48 (Code: ) (Expenses § 305,438 inckdinggrantsof § F - - ° 283,078 )

) Reverue 5 3

) (Revenue  § )

4d  Other program services. {Describe in Schedule 0.)
(Expenses 3 includinggrants of _ § ) (Revenue § 3

EEA
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Yos | No
4 3sm«wﬁaﬁmd&wibedhswﬁm5&1(‘6)(3)0”9‘7{8)(1}(omﬁmaprmmm)?ﬁ”fa}' ,
COMPIGtE SCHEGIIBA + - + v v v 2 v s v s v st s et e e s i X
2 wmmmmmwmmwm&smofmmimmm}? e ne e 2 X
3 mmmmmmemmmmmwammww
candidates for public office? 1 "Yes,” compiste Schedule C, Part! 3 p.4
4  Section S01(c)3) crganizations. wmmmmmmamamwtw
eloction in effect during the tax year? I “Yes,” complete Schedule C, Partf -« « o c v v v evcmemmmrm e gm0 4
5 s the organization & section 501{c)4), ses(cxsy.orww)mmmwmmmmm
assesements, wmmummmwwsmﬁw mnpmsmc‘ )
Pattift . . . . . e e e A L . 1
6 mmmmwmmmammmmmwmw
mmmmmmmmmm«mmdmmww«mmﬁ
es,” complete Schedule D, Partt .« ~ .« - .« . e et e s et e . 8 x
? mmmmm&umm%wmmw
the environment, historic land areas, o historic structures? if “Yes,” complete Schedule D, Partil 7 X
8 Did the organization maintain coflections of works of art, historical reasuures, or other similar as o 9 ,
complete Schedule D, Partlil + <+« » v v e i i a s G ‘ 8 X
9 Did the organization report an amourt in Part X, kne 21, for escrow or custodial accoudigh St
custodian for amounts not fisted it Part X; or provide credit counseling, debl managic g
debt negotiation services? I "Yes,” complete Schadule O, Pat v N 4 R R 8 X
10 Did the organization, directly or through & relsted organtzation, hold assets in terggiprar ~ v
W.p«nm&qummmﬁ%f : e ks r e e 16 b 4
11 #ibe organization’s answer fo any of ihe fullowing questions is “Yes," thenco s VA,
WL, Vil X, or X a8 applicable. .
a Dﬂﬁwmwwmm«tmmmwm.wm,w x,anewwt*vw
complote SChedule D, PRI + « v + + v v s s v caov s oo v gele v Ha | X
8 Did the organization repost ary smount for investments - other se x,m12m455%otm
of s total assels reported in Part X, ine 167 i *us.* complete Schidle 10, VNl =~ - - - - - - ¢ e s b | p.4
¢ Did the organization report an amount for ivestments « p 43 that is 5% or more
of s total assets reported in Pait X, fine 167 if "Yes,” o8 A s e e s e e
d ) " %mm«eoﬁsww
reported in Part X, line 167 it "Yes.” compiste § . i r ke w s m X
.- 14 X
12 indepeiiient 4 ,Wﬁcmww&“&a?m
mo.?wx;wxu....u.‘ ' . . s 112 | X
b co ' memmmwﬁ “You," and i
Xiiis optlonal @ - e v - o “x s 128 X
13 I 13 X
14a e e | 1o X
o :
i ,‘W%'mﬁmmﬁﬁmvmw e e 14 X
15 dum (A), line 3, more than §5,000-of grants or assistance to any , <
{ a7 2 ¢ 15
16
e 18 | X
17
I K X
18
............. DR 18 X
19 ' '
:fmwmmwma,mm. ....... e w s ‘ ___13_ X
208 wmw«mmamwmmwm wwsmwu AR R : z X
£EA Fonm 990/(2012)
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wm«mmmmﬁm«fwﬁwmmwwwaw
mmmsmmmsx.mmmzwm*mwam&wa R
M%WWWW%&M&M%WW%M%%WW
mmm,mmmﬁmmf%rwmsmzmxmm B R A
W%'WW‘W%M%W&“&&“SWWWW

W?ﬁﬁw“mpwsam.,i B A

248 mmmmvmamwmm%mmm»wwa v than
$100,000 as of the last day of the year, thaf was issued aler Decembe 81, 20027 1 *Yes," answer lines 240
through 240 and complete Schedude K. if "No,” go to ling 25
¢ WWWWMWWWM&WWﬁWmmmW A
d mmmamwasmwmafwmmmmmafmm-m&ae\m?
258 Section SU{cK3) and SOHC)4) organizetions, Did the organization engage in an excess benefit by
%aWWMﬂMWﬁ%ﬁmWLm; PRV '
b um«mmmﬁmmmmmmww‘aw
#"™Ves," complote Sthedue L, Part]l  « « v o v v s el ey
26 ‘Was aloan o or by a current or former officer, director, trustes, key employee,
Mmamuamwamwmwww
wmwmrﬁamwmmwmmm‘ b
substantial contributor or smployes thereot, a grant selection commiltes membey, 3 e
enfity or family memiber of any of these persons? if "Yes,” complete Schedule L, Part Jif TR « v« xn e n et
parties (see Schedule L,

Part IV instrusctions for applicable fing twesholds, conditions, and @)
Acurrent or former officer, director, trustee, oF key employee? if “Yes.*

[~ 4 3

©

aseaaaoaaauaucv«u«ncngsabno

hote than 25% of its net assets? #"Yes,”

ltt&'t’j"tvl'tiﬂt.t‘tlclioﬁlﬂl

g meaning of section B12(0)(18)? < - - v - - ¢ e
ya any payment rom or engage in any iransaction with

L & 8 B 2 88

WWKM““Z T 2 A T T O T B S

no:-«-n«-uau.o-ao:"ovoaagvcuauo:ou«-aw«uo

P I I I R TR

S12(DY13)7 # "Yos,* complete Schedule R, Part V. line 2 R

PRI

R
¥

8
£

¢ Kk Bl

¥

L
»®

o
>

B B

xtx’xwxxxxxx

Ed X

38 X
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