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CPils & BUSIHESS ADNYISORS
Independent Auditor’s Report

To the Board of Trustees
Texana Center

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund
and the aggregate remaining fund information of Texana Center (the Center) as of and for the year
ended August 31, 2017, 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
units. 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

I U apinian, based on our gudit and the repart of other auditors, the fitancial statemenits reforred o
above present fairy, in all matetfal resports, the respecive Fnancial posiion of the goyemmental
achivities, the discretely presented component unit, e2ch majar fund, and the agorenale emaining fined
Infartmatian af Lhe Conbar &y of August 31, 2017, andd the respedtive changes in fingnrial mesltion and tho
respective budgetary comparson for the Goncral Furd far Lhe year then ended in accordance with
accounting grinciplas generally accepted in the United States of Amcsca.

hirer Malicrs
Requivad SLponorntary Infonmiaiion

Aeoaunling principles generally accepted in the United States of America eequlre that the manaoemenl’s
dizcussion and analysis on pages 3 Lthrough 13 be presented to supplement Hywe bacic finznciat
statements. Zuch informaton, althcugh not & pait of the basic financial slalements, & required by the
Gavarrmenlal Accounting Standards Board, who considets it to be an essential part of financial roporing
for Mading the basic financial slalermenls io an approprigte oparational, economic, or histoncal contet,
We havea applied certain limited proceduras to the required supplermoentany infarmalion in sommrdamkcs with
aufilirg standards generally accepted in the United States of Amernica, which consisted of Inguirles of
mandgement about the methads af prepating Lhe information and comparing the information for
consistency with management’s responses to our ingulrles, the basie fnancial stalesments, and afbsar
knowledge we obtained durireg our aedit of the basic financial statements, We do not express an opinion
ar provide any assurdnce on the Informatlon bocause Lhe limiled procedures do not provide us with
sufficient avidencs to 8xpress an apinion or provide any assLrance,

Cther fmfamafion

Qur audit was conducted far the purpose of famming apinions gn the financial statements that collectiveby
comprizg the Centers basic financial s@tements. The mtroductory soction, alher  supplemernizary
infakmatan, and stalislical seclion are pressrted for perposes of additional analysis avd are not a
required part of the basic finandal setements. The Schedule ef Expendilures of Federal and State awarnds
i presonbad for purpases of additional analysis as raquired by the audit requirements of Tlte T UL, Code
of Federal Requlatlon: {CFR) Farl 200, Uit Addminifrative Sequiraments, Cont Fangoles, and Audi
Fequirantanis far Fadara! Awards [Uniform Guidance?, and the Stale of Texas Singke Aogdit Circular and is
alsa not & recjuiesd parl of (ke basic financial statements.

Ttwr schedube ot expenditures of federal and state awards ad other supplementany Informalion are Lhe
responsibElity of ranagamenl and were denved from and refaka directly to the underlying accountng and
other records used o prepare the basic financlal statermonts. Sudh infarmalion bas been subjechar to the
auditing precedures applied in e audit of the basic financial statements and coraln addidanal
procedures, Inctuding camparing and meeanciling such iofarmation directly to the underlyving accounting
and other records used to prepare the bacic finandal statemcnte ar o the basic fnancial sk bements
themscehas, and alher addidanzl procedures in accordance with auditing standards generally accepted In
the United States of America. In our apinion, thoe cehedule of expendibares of federal and state awards
and other supplementary information are faidy sted in all materal respocts n rolaltion b s basic
finanddal statoroenls a5 2 whole.

The inlrxduchary wechon and statistical section hawe not been subjected to the auditing proocdunes
applied in dy2 audlt of the basie Thancial slalérmenls and, acoordingly, we do not exprass an spinion or
povide any assurance on theam.



Other Reparting Required by Govermnient Auditing Standards

In acoordance with Govarnment Avriting Standands, we have also Esucd cur reparl datad lanuary LS,
20E8, on our considaralion of b Carder's internal control over finandal reporting and on our kasts of its
complianoe with certaln provislons of laws, regulalions, conkracls, and grant agresments and other
matkers, The purpose of that repor: is sclely to describe the scope or adr tosting oF toimal aantmi awver
financlal veparting and compliange el Lhe results of that testing, and net to provide an opinion on the
effectiveness of the Centad's Internal control ever financial reporing or on gxmpliance. That report is an
integral part af an audit pefarmed in accardance with Govermament dudiing Stangands in oonsidering the
Centor's Internal conlral aver Mnancial reparting and compliance,

¥
- o
Cote Susity 427

Abllene, Texas
January 12, 2018



Texana Center
Management’s Discussion and Analysis

Ag managerent of Texana Conkor [the Conter), we offor rcaders of the Conter's finangial
statcmonts this narrative overvicw and analysis of the financial activitios of the Center for the
year ended August 31, 2017

FINANCIAL HIGHLEGHTS

= The assets of the Center, exduding campeonent units, exceeded its liabilities at the
rlose of the most recent fiscal vear by 328,670,096 (nel position),  OF this amount,
$13,195,216 {unrestricted net position) may be osed to meel e Cenler's ongakng
abfigations.

+ The Centers botal nel position, excluding component units, incraasaed by $4,4 16,849
for the yvear ended August 31, 2017,

= A5 aof August 31, 2017, the Center's govermmental funds reported an ending fund
balance of $14,680.412, an incroass of $3,838,2132 from the pror fiscal yicar.

= At the end of the fiscal vedr, unassignad and wnoemmitted fiund balance for the
Goneral Fund was $11,742,313, or 2016 poreent of toral General Fund expenditures.

OVERVIEW OF THE FINAMCTAL STATEMENTS

The discussion and amalysis is intended o setve as an introductlon © the Center's basic
financial statements. The Center’s basle finandal statemants include hree components: 1)
government-wide financial statements, 2) fund financial statements, and 3) notes f the
financial statements, This report also contains othor supplementary information in addition ko
thiz basic financial statoments themsohees.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The govemment-wide fanca’ staferenis are designed to provide readers with a broad
overvlaw of the Center's fhances, ina mannar stmilar to a private-sector business,

The statarment of mef positar presents information on all of the Contor's assets and liak#libics,
with the difference betwoen the two roportod as oot position. Ower fimg, increases or
decreascs in not position may seree as a useful indicator of whether the financial position of the
Cenber is improving or deteriorating.

The statement of activities presents information showing how the Center’s et position changed
during the most recent fiscal year, Al changes in net positlon are reported &8s 5000 as e
underving &vent giving rise o the change occurs, regamdless of the tming of related c<ash
flows,  Thus, revenues and expenses are reported in this statement for somg items that will
ocrly rasult in cash fiows in future fiscal paricds (o.5., deprociation and carncd Gub unusod
vacation loaws).



The geowvernment-wide finangial statcments distinguish  functions of the Center that are
principally funded by funds provided from federal, state and local funding sources
(gowernmental ackvities). The Center daoes not have any business-type activilles.  The
governmental achvities of the Center include Behavioral Health, Developmental Disabilicy and
Early Childhood Inlarvenlion.

The government-wide finandal statements include not only the Center itself (known as the
primary govemment), but also legally separata entities for which the Centor is accountable.
Financial information for the component units is reporicd scparately from the financial
informnation proscnted for the primary government itsclf. The Center's discretely presented
component wnit consists of Crossroads villas.

The governrenkt-wide financial statements can be found on pages 16-18 of this report.
FUND FINANCIAL STATEMENTS

A fored is a grouping of related accounls that 15 used o malntain centrob over resources that
haye been seqregaled [or speclflc actlvities or ohjeciivies. The Center, like other state and Incal
gavarnments, uses fund accounting to ensure and demonstrate compliance with inanco-relabed
legal requirements, The funds of the Center can be divided into two categories: governmental
funds (the Genaral Fund) and fduciary funds (the Agency Fund).

Governmental Funds - Governmental funds are used to account For essentigily the same
function reported as gvermmenial soiaiies in the govemment-wide fimancial statcments.
However, unlike the gqovemment-wide financial statoments, gowvernmental fund Financial
statements fogus on near-form inflows and outflows of spendable resources, as well &s on
balances of spendable resources available at the end of the fiscal year. Such information may
be useful in evaluating & govermment's near-term financing requirermenls,

Brecause the forus of the general fund is narrower than that of the governmeant-wAde finandcial
statements, It [5 useful to compate the informaton presented i the general Fungd with simitar
informadon presented for govermimenta’ acildias in the govermment-wids fingncial statoments.
By doing so, readers may better understand the long-term impact of the government's near-
torm financial degisions.  Both the governmentzl funds batance sheet and the govemmental
funds statcmgent of rowvenues, expenditures, and changes 0 fund balances provide a
reconciliation to facilitate this compatison between the govermmental funds and gevermirental
aefiskies,

The Center adopts an annoal budget for its General Fand., A budgetary comparison statement
has been provided for the eneral Fund o demoenstiate complidnos with this budget. The basic
govermmental fund financial statemeants can be found on pages 19-23 of this report.

Fiduciary Funds - Fiduciary funds are used tn acoount for resources held for the benefit of
partics outside the govermment.  Aduciary funds are not reflected in the government-wide
financial statements because the respurces of those funds are not available 0 support the
Center’s own programs.

The basic fiduclary funid finandal stateiment can e found on page 24 of this roport.
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NOTES TO THE FINANCIAL STATEMENTS

The notes ta the financial sEtements provide additlonal informatlon that is essential o a full
understanding of the data provided in the governmeant-wice and fund financial statements. The
nokcs to the financial statements can ba found on pagas 26 through 43 of this report,

OTHER INFORMATION

In addition to the basic financial statements and accompanying notes, this report alsa presents
certain other supplementary infarmation concerning the Center that is required by the Texas
Health and Hurman Sendces Commission, the Uniform Guidance and the State of Texas Single
Audit Circudar. Other supplementary information can be found an pages 47-59 of this report.

GOVERMMENT-WIDE FINANCIAL ANALYSIS

As noted eadiar, nei position may Serve over time as & useful indicator of 4 govemment’s
fimancial position, In the case of the Center, assets exceeded liabilities by 328,670,006 as of
August 31, 2017,

The largest partion of the Center's nat position {62 percent) reflects fts net investment in capital
assets {e.g. land, buildings, wehides, furniture aznd eguipment}, less any related debt used to
aoquire thoge assets that is still outstanding.  The Center uses these capital @gzets to provide
sapvires Lo Lhe individuals we serve; consequertly, these assets are nol available or fotume

spending.

additionally, a porfion of the Center's net pesition (46 percent) represents unrostrictod financial
resources available for fyture pperations.

SUMMARY OF STATEMENT OF NET POSITION
August 31, 2017 and 2016

Gove Fnmantal
Activitlos
2017 2016

Current and ather assets g 17,296,453 ¢ 13 234 044
Capital assets, net 22,258,757 22930812

Tatal Ascats 30 506,210 36,154,856
Current liabilitics 3,670,862 3,155,486
Lorg-term liabilities 7,105,152 8,700,123

Total Labditias 10,836,114 11,511,609
Mat Positian:
Mt imvestment in capitzl assets 15,474,880 14,935,231
nrastricted 13195216 9,318,016

Total Net Position 5 28670096 % 24,353,247
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Net position of the Center, all of which relate to governmental activities, increased by
$4,416,849. Key elements of the increase are as follows:

CHANGES IN NET POSITION
For the Fiscal Year Ended August 31, 2017 and 2016

Governmental
Activities
2017 2016

Revenues
Program revenues:

Charges for services $ 40,212,733 $ 37,438,184

Operating grants and contributions 18,587,793 18,396,935

Capital grants and contributions 1,117,558
General revenues:

Local income 641,388 626,812

Investment income 130,226 72,260
Total Revenues 60,689,698 56,534,191
Expenses
Behavioral Health 18,934,143 18,018,154
Intellectual Developmental Disability 33,640,944 33,377,097
Early Childhood Intervention 3,303,860 3,030,920
Interest on long-term debt 393,902 392,974
Total Expenses 56,272,849 54,819,145
Change in Net Position 4,416,849 1,715,046
Net position, beginning 24,253,247 22,538,201
Net Position, Ending $ 28,670,096 $ 24,253,247

GOVERNMENTAL REVENUES
General

revenues
1%

Operating
grants and
contributions
33%

e

Charges for
services
66%
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REVENUES AND EXPENSES BY FUNCTION
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$0
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ORevenues MExpenses

FINANCIAL ANALYSIS OF THE CENTER’'S FUNDS

As previously noted, the Center uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements. The Center’s governmental funds are discussed below:

Governmental Funds - The focus of the Center’s governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing the Center’s financing requirements. In particular, fund
balances may serve as a useful measure of a government’s net resources available for spending
for program purposes at the end of the fiscal year.

As of August 31, 2017, the Center’s governmental funds, which consist of a general fund,
reported an ending fund balance of $14,680,412, which is a increase of $3,838,213 from last
year's total of $10,842,199. The increase was primarily due to increased funding in the current
fiscal year. As a measure of the general fund’s liquidity, it may be useful to compare
unassigned fund balance to total fund expenditures. Unassigned fund balance represents 20.6
percent of total general fund expenditures.

GENERAL FUND BUDGETARY HIGHLIGHTS

General Fund operating expenditures in 2017 were budgeted at $58.9 million, and actual
expenditures incurred at August 31, 2017 were $57 million, or 3.2% lower than what had been
projected for this year.

12



CAPITAL ASSETS AND DEET ADMINLSTRATION

Capital Assels - The Centor's investment in capital assets as of August 31, 2017 amounts to
$22,259,757 (et of accumulated doprociation). This investment in capital assets indudes land,
Buildings, improvements, vehicles,; ferniture and equipment.

CAPITAL ASSETS SCHEDULE
[(net of depreciation]

Govarmnmeantal ArtHvithac

2017 2016

Larxd 5 2,652,451 5 2005481
Canstruction on Prograss 141,975 |
Buildings and improverents 2G,HL3, 117 26,192 365
Fumiture and equioment 1,753,003 L GHS G227
Wiahigless 4,535,110 4,555,004
Lescs: acrumulaled depraciation (13,645 925} [12.504 B69)

Total Capital Assets, Met 5 22258757 4 22,530 812

During the current fiscal year, individuathy sfanificant capital assety additions consisted of vehicle
purchases, and building improvernents and renovations.

Additional information on the Conter's capital assets can found in Mote 3C In the notes to
fimancial statements.

LONG-TERM DEBT

As of August 31, 2017, the Center had total tax-exempt bondogd debt outstanding of
58, 475000, Interest expense totaled $270,781 for the 2017 fiscal year on this bondog debi.
Thete weare oo new bond issues in 2007, These culstending bonds have rmaturities ranging
from 2018 to 2040,

Additionalty, as of August 31, 2017 the Center had total notes payable cubkstanding of
£1,608,E877, which have maturity dates ranging from 2018-2032.  Interest expense totaled
$123,121 on these notes for the 2017 fiscal vear.

additional infarmation on the Center's long-term debt can be found In Moke 3E in the notes to
the financial statements.

ECONOMIC FACTORS

¢ The Center tias an employment vacancy rate of 37 46% ak August 31, 20E7, which is an
inctease from & rale of 33,.159% a year ago,

REQUESTS FOR INFORMATION

The financial repott is desighed o provide a general overyiew aof Texana Center's finances for
all theso with an inferest in the Center’s inances. Questinns ooncarnlng amy of the infarmation
provided in bhis coport or regquests for additional financial information should be addressed Lo
Texana Center: Amanda Darr, Chigf Rinancial Officer, 4810 Airport Avenue, Bullding D,
Rosenberg, Texas 77471,
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BASIC FINANCIAL STATEMENTS
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Texana Center
STATEMENT OF NET POSITION
Avrgerst 31, 257

Azsalks

Cash and cash equivalents

Aroounts recaivable

Cue From other governments

Prepaid tems

Lvenlares, 8l cesd

Cepraits

Capilal sssets not heing depreciabed

Capital assets net of accumulated depraclation
Total Assels

Liabilides

Current LiablliHas:

Accounts pavable

Accrued axpenses

Accrued interest payable

Nokes payable - current,

Bonds payable - current

Aorued compensated absences - currant
Total Currant Liabllidas

Non-Current Liabll [tles:
Motes pavable
Bardds payable
Aocrued compensatad absences
Total Non=-Current Liabilibes

Total Liahilities

Met Pogition
Nt investment in capital assebs
Restricted for
Capilal Projecls
Unrestricked
Takai Met Pasition

Sea Maotes b Financial Statements.

EXHIBIT A-1
Pomary Camponent
Govarnmant Unir
Crossroads Villas
Eﬂ::;?;i’;ml Septoamhber 343,
Z01F
¥ 10,411,967 % 28,045
2,231 Bg SR I
1,585,900
12.7A41 4.502
4,276
2800456
15,455,301 1,573.817
39,506,210 1,615,684
1,056,332 22,116
1,509,709 55,625
b6 757
a6, 054
125,040
357,110
3,60 DR FEML
1,043,523
5,050,000
1,071,329
7 85,154
10,836,114 7.4
15,474 S0
1,563,600
13,155,215 ¢ 145.657]
% 2HEFLOM 5 1,537,343
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EXHIBIT A-2

Met {Expense) Revenue and Changes

in Net Positian
Progra:m Revenues Primary Comgenent
Operating Govermmant unhk
Charges for Grant= and Capital Grarnts Gavernmentzl Croasroads
Lervices Contribubons & Contribuilohs Artivides vllias
4 BOAS 7L 5 12856B53 5 3 1968,455 %
30, 79,540 4,281,315 1.435,90%
1,343,458 1445617 (505, 78]
1.117,558 1,117,558
f354,902)
5 HL212 733 i LW 587,793 5 1,117,558 3,645,230
g B5,291 4 g I [59.13)
g BG,291 & EE I (59,133)
Ganaral Revenpes:
Local incarme a4l 36
Irnvestment eamings 130,226 a3
Total Ganara! Revanues 7Tt a14 o
Change in Net Pasition 4,416,845 (49,078
Net Positien, Bealnning 24,253,247 1597019
Met Pasition, Ending $ 2B.670.008 5 1,537 543

17




Texana Center
STATEMENT OF AC TS
MR THE YEAR EROENY ALAaiasT 31, Z01F

EXpiBrisos

Administration

Expenses after
Allacation of

Functians/ Programs Expenses Allocations Administradon
Primary Government
Gavernmental Activiies
Behavtaral Heallh £ 17318864 % 1615279 4 15,934,143
Devalypmental Disabitity 30,745,263 2,584,681 33,640,544
Early Childhard Tnbervention 3,022,006 281,554 3,303 B60
Administration 4,751,814 (4,791,814
Inlgrest gn lgng-term debt 353,902 383002
Total Governmental Actividas 3. AR 2T2E4% % 1 552725499
Compaonent Unit
Crocsroads willas, for the year ended
Septarnber 30, 2017 4 145353 % 3 145,353
Total Companent Wnit 3 145,353 % 3 145,353

See Motes to Financial Statements.
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Texana Center
BALANCFE 8HEET
GENERNMWENTAL FUINGS
Avrguist 34, 27

Assets
Cash and cash equivalents
Acrounls recena bie
Oue from other governmenls
Frapaid Aems and other
Inventorkes, at aasl
Tatal Asseks

Liabllitles and Fund Balances
Liabifities:
Accounts payabfe
Accrued expanses
Total Liabilities

Fund Balances:
MNonspendable:
Preqieid iterns
Inventony
Commithed
Unazsigned
Toktal Fund Balances

Tatal Liabillies and Fund Balances

Amounts repsried For gpevemmental activities in the statement of net position are

different because:

Capital assats used In governimental actfyities are nol cumrent Anancial
resouroes and therefore ret roporled in Lhe gesernmeantal finds.
fiocrued Intercst oh [ong-term liahililies i not payable with curment financial
recources and thercodors ned reported as a liability in the governmental furds.
Lateg-term compensaled ahsences are oot due and payable in the curment period
amd theralora ara nol reperted in the governmental funds.
Moites pengd b fing nol dug and payabke in the cunrent perod and therefore

are not repartad in the: governmental funds.

Bonds payable are not due and pavable in the current period and tharefore

are not reparted In the governmenlal funck.
et Position of Govemmental Activides

See MNokes to Financial Staterments.
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EXHIBIT A-3
Tatal
Ganeral Governmental
Fund Funds
;4 0411, a7 1,411,967
2,231, BG 2,231,806
4, 559, 905 <, 5EG, 900
12,771 12,771
1 17 246,453 17,246,453
% 1056332 1,456,332
1,509, 7% 1,509, 0%
2. 306041 2,566,011
1X 77l 12,771
O e 2,326,323
11,741,313 11,741,313
14 BHO 412 14,680,412
5 17,246,453
22,255, 757
{56,757}
(1428135
(1805 H77
(5,175, 000%
IB,E?D,G‘:‘IE._




Texana Center EXHIBIT A-4
STATEMENT OF REVENUES, EXPEADITLURES. AND CRANGES
I FOND BALANCE - GOVERNMENTAL FLINDS
FOW THE FEAR ERENFD ALUGELST 71, 2007
Takal
General Goveramerital
Fund Funds
Revenuas:
Local funds 39, 545,402 39,545,402
Stale Murds 18,500 BTz 16,502,97F
Federal funds 464,324 4,641,324
Total Revenues £4.609, 608 E1,659,0%5
Expenditures:
Current
EBehavioral Health 15,557,233 15,557,233
Tnlellectyal Developmental Disability 31,601,471 30,601,471
Eatty Childhaod IhterwanLion 2,999,224 2,954,224
Adminkstration 4,804,432 4,804,432
Debt Sarvice:
Principal 1,380,704 1,330,704
lnterasl 383002 393 902
Capital Cutay 1,104,519 1,154519
Total Expenditures 57 027 485 C7.027,435
Excess of Revenues
ovar Expandibuns 3,662,213 3,602,213
(ther Finandng Sources
Nabz proceeds 176,040 175,05
Taotal Other Financing Sources 176,040 L76,000
Met Change in Fund Balance 3.B38 212 3,838,213
Fund Balante - September 1 {Beginning) 10 B2 1959 10,842,134
Fund Balance - August 31 (Ending) % 14,680,412 14,630,412

S Mobes to Financial Statemen s, 204



Texana Center EXHIBIT A-5
SECONCILAFTON OF THE STAFEMENT (OF REVENLIES, EXPENDIITLRES A0

CHANGES IV FUIND BAL ANCE OF GOVERNMENTAL AMNOS TO THE STATEMENT

O AT TR S

PO THE FEAR ENCED AUGLST 35, 2047

Amraunlys repored i govemmeantai acvities in the statement of accivities (pages i7-14]
ara different because:

o

Mot change In fund halance  governmental funds 3,838,213
Governrrwenlal funds report capital outlays as expenditures, However, in the stakernent of

acrivigies, the cost of those assets |5 allocated aver Ubeir gstirmaled usefuf lives and reparbad

as deprediation expense, This is the amount by which depreciatien (51,762,612% eoneelod

capltal gutlay $1,154,51% ir Lhes cerreni peviod offset by Ioss on dispasats ($102,.%62). (671,095]

Genvetarantal funds repart note proceeds as other finandng sources., Howrever, in the
Staternent of Met Position, nate prooeods ane roported a5 increasas in leng termn diabilitios. (175,000)

Feepayment of long-terim debt prncipal & reparled i an expenditurs in the govemmental
funds, but tha repayment reduces long-term liahilities in the Staksment of Mot Posan. 1.288,704

e expenses reported in the staterment of activities da not requlire the use af corrent
Financlal resouwrces and Lhergfare are nat repeled as expenditures in governmental
funds, This adjustment reflects the rat charge in accrucd tcoest pavable 5561 and
and arcrued eornpensated absenoes 528 426, 38,967

Change In Mat Pasition of Gavernrmental Activibes 5 4416845

See Motes by Financialb Stetements. +



Texana Center Exhibil A5
STATEMENT (F REVENUIES, EXPENDHTLIRES, AND CHANGES TV Page 1of 2
FUND BALANCE - BUOGET AND ACTHAL - GENERAL FUND

FOR THE YEAR ENDED AUGLST 31, 2017

Waramce Yt
Einal Budget
E-I.IdEEIﬁEEI Armourts Auctual Positive
Originial Firal Amounis {Megativa)
REWENLES:
Lol Spirees:
Craarly T Moirely t HML P2 s 626,720 5 [0 ! LR 14,508
Part 2t o5 unEuraroe 530z 4ar hAnE a7 4125412 [ A Y |
Mznaijec Care 1,507, R38 1,507, 1550 228, 5a Al BEE
Misoe’ aeacs Fcime B, FR3 B D ELT [43)
Capial Campagn 1,117,555 I
Wl PASER 55 Form 1044 1,058 1.5
Tl - ezhabalicatkzn 115 635 15085 AT P |
MedicmeMedicals 10,795, 5 LA E A Al EL 1,502 4
T.He 5IX - H= 12 A 1530 12,258 B l2eiiely -ak,zE]
Tille XT¥ - Tewess Hurws Lisire: Wisivg- £, L 2509195 2,546,735 e )
Tills XTx - G110 1,652,757 2,855,757 2740805 [~132.8°1]
Titl- W -*FL 5 Waner 16295 16,395 AN Ry 7
Coniracts 326 0] A0, (RN FS A
Tok=1 Lecal Samees T3, WS A 2SI e £330 543
Skake Profpratis:
Craveral Rewciron: - 2410 B 10912 14031 E15 14,931 E15 13,078,505 ~ARAT
Marty Chedbaed Intzmecmt on El2, 53] G612, 52% IR | (37 28
LML unss K F1E RF 4 ey B 0,400, &4, 0
DARE  Audsm FAAIN r2083h 2hi5, 200 [432.575)
Totel State Programs 1, a0 A5 L, 455, SG 16,504 4572 [24E.5.4]
Fesderal Programe:
Mintal -1coich Blodk Grent ¥33,0BA FAl A
Itla XX Soz. Hery. Boc Ghars 118,142 18447 116,42
THe X TAMF Al i pLi ML L= 1 X HERC= Ry
Ea~y Crilcosd Inleresndin: LI PR it oed,.233 (40,.301)
Medicail - Arhinizistsrtag Clziming - = ) 1,59s, 732 LBRS paF i
ManG - FAre 238,051 51551 Eell.R05 1107
Totnl Federal Programs 4177558 L-77 A Aarl, T 430, A
Tokal Revenusd 57 B3 Al L ¢, E5h AU B35, 65 i B34, 205
EXFENDITURFES:
Personmed:
bzlones 33,.nq, 20 179 205 N,m5112 LA LA
Eraployae Banet 5 C 9 L0 L LR I yER
Total Perdanael M ELE 4..010618 3531250 L5 2057530
Travil I-11,2560 £11,255 536,55 74 316

See Motes ba Financial Statomoents. 27



Texana Center - Exhibit A-B
STATEMENT OF REVENUES, FXPENDITLIRES, AND CHANGES I Page 2 of 2
FLIND BALANEE - BUDGET AND ACTLAL - GENERAL FLIND

FUR THE YEAR ENDED AUGUST 31, 2017

Yananece with

Final Budgat
Budgeted Ampunta Achua Posldve
DHylnal Anal AT {Negathve)
EXPENDITUREE {Combinued]:
Conmmakde Items;
Lrugs L1 A 11 hEZ <51 Ea 11 [A0,850)
Fosd 304, 156 305, 156 3i9,43B [Z0,28E])
Ol er 1 264, 146 1,265, 146 1215505 43,541
Total Conzumahie Ilemx A5 TR PR e 7, LAY [172,107]
Equipment and Fumiture:
[Renital 179 H51 179,351 6L LT IEE-T
Repails and Meinkeraice 73,218 1,219 55,855 14, 564
Teral Eguipr B Furmibure 240,070 245,070 A15 870 2 240
Building.:
Renit B19,44 7 A2ELE S ol S [£8.48:0]
IRepalrs sn- Melntera 1ce 1. 1=5, 735 1, Udh, 750 G2, 20 173,531
Total Ballding 1 455 562 1,465,662 1,328,955 14 704
Wahkrele:
Cieralinng B Mesirteanr: 13725 AE7 23 432 17505 10495
Taizl Yehice 13321 5325 132 1% 1,040
conedmntf Lommats with
Sery | ce Agend|es; FEAE SES =S K EA ] [ BrEd
other:
Takpiue S, ANz £, 7102 355 25,55
Hiililie=s T h S M NTER 1 PR P
freirar: 14ih blx) GRERILS 27E T [REERLIF
Lromnehon Serdces 2. ietshh 1,100 FA A 2 20,5010
Mis2al arasi: 54, 280 154, 298 L5008 [
TamEl Mhar i B B g L BES, 514 2,530 042 Jo0.57L
Dbt Service 5,175,152 1,273,152 1,770, TEG [3nd,434)
Eapital Oubay 152,777 252,777 1,151,549 {914,797
Teal Expandiures Ui, ST b b, SE REE b 1,008,450
RavenUes (Undar) Expend|tures [ 1,05 542 (2 [d5,552) 3,562,213 < 757,755
iher Finanging Sources
Note 1'recccds 1, 0R! L0
Change In Fund Balanose (1,095, B4 [z, L9552} 3,336,211 4,933,755
tuad delonce - Bopirmirn 10892, 17F 10,842, 19 10 A% 150
Fund Eakence - Endlneg i N L = T L |0 T 14.5E041) S g, 454, /5L

Soo Motes to Financial Seatemcnts.
23



Texana Center EXHIBIT A-7
STATEMENT OF FIDUCEARY NET BOSITION
Auigust 31, 7017

Clienkt
Agenwy Fund
Agselts

ach and cash cqulvalents b 87,718
Tats! Azsats £ 82,719

Liakilities
Uue to cllents % 82,19
Total Liabilides 5 B2,719

See Motes to Financial Statementss. 7



{This Page Intenbonatly Left Blank)

25



Texana Center Exhibit A-8
NOTES T FINANCTAL 574 TEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

Toxana Conter (Bhe *Centor™) is a3 pulrlic agency that was establishod for the purposes of
providing behavioral health and intellectural developmental disability {IDD] services to the
rasidents of Austn, Colorado, Fort Bend, Matagorda, wWaller and Whatton Counties, The
Center is gwwverned by an independent board.

The agcoynting policies of the Centier conform o generally accepted acoounting principles
3s applicable o governmental units.

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

Considerations regarding the potential for inclusion of other entities, organizations or
functions in the Center's finandal reporting entity are Based on criteria prescribad by
gencrally accopecd accounting principles, Theso same onitcra arg cvaluatod in considering
whether the Center is a part of any other govermmental or cther type of reporting entity.
The overriding elemenks assodated 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 separalely slected gowerning body; it s legally separete; and it is fiscally
independent of other slale and local governments, Additonally prescribed criteria under
generally accepted accounting panciples Include conslderations pertaining to crganizadons
for which the primany government is financially accountable; ang  considerations
peraining te grganizations for which the nature and significance of their relationship with
the primary governmert are such thab cxclusion would cause the reporting enbiby's
financial statements to be misleading or incomplete. The component unit discussed below
is included n the Center's reporting entity because of the sigrificance of their operational
ar financial relatiorships with the Center.

The Crossroads Villas (the "Corporation™ has been included in the reporting entity as a
discretely presented componant unil, In Aprl 2008, e Corporation was created by the
Centar under the Texas Business Organizatlons Code for the chartable and/or aducational
purase of providing elderly persons and handicapped persens with housing fadlities and
sonvices specially designed to mest their physical, social and psycholegical necds, and fo
promote their health, sccurty, happiness and usefulness in longer diving, the charges for
such facilities and senvices to be predicated upon the provision, maintenance and operation
therecf on a nonprofit basis. The corporation was Teated to secure the benefits of capital
advances or projoct rentsl assistance under Section 311 of the Mational Affordable Housing
Ak through the WS, Departmenlt of Housing and Urban Developrmenlt, The Board of
Cirectors shall be elacted by and serve at the discretion of the Board of Trustees of the
Cenfer and oonsist of bebween three and seven directors, Each director shalk serve a term
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Texana Center Exhibit A-8
NOTES TO FRANCTAL STATEMENTS

al bwi years. The operations of the Corporation are proschted as a businoss-type ackhvity,
The Enternai Revenue Service hes issued a determination letter dated June 4, 2009 stating
that Crossroads Villas qualifes as an organization described 0 Section 501{c){3} of the
Intemal Revenue Code and, accordingly, is exempt from federal income fzxes. The fiscal
wear €nd for the Conporation is September 340, 2017, Financial information is available ak
Ehz Center's ofice {ocated at 4910 Aimporl Avenue, Bldg, D, Rosenbarg, Texas, 77471,

B. Government-wide and Fund Financial Statements

The government-wide financial statements (f.e. the statement of net position and the
Statement of changes in net position) report information on all the non-fiduciary acbvities of
the primary government and ils component units.  Far the mast part, the effect of interfund
achivity has been removed from these statements, Goverrrmenzd achvifies, which normalky
are supported by taxes and intergovernmental revenuees, are reported separately from
busimose-tpos acfivilies, which rely to a significant extent on fees and chamges for support,
Likewise, the pemany govemmeont is reported separately from certain legally separate
compoient wiits for which the primary govornment is financially acoountable, The Center
does mot have any business-type activities.

The staterment of activities demonstrates the degree to which the direct expenses of 2 given
function or segment is offset by program revenues,  O¥nact expenses are those that are
cloarfy identifiable with a specific functlon ar segment. Segrart revemre includes 1)
tharges o customers or applicants who purchase, use or directly benefil Torm goods,
services or privileges prowtded by @ given function or segment and 2 grants and
contributions that are resirictod to meocting the operational or capital requirements of a
particular function ar segment. Other fiems not properly induded ameng prograin revenues
are reporked instesd &y genenal revennes,

Separate financiat stalements are provided for governrmental funds and Fidudiary funds,
owgn though the later ape excloded from Lhe government-wide financial statements.  Bajor
indovidual gowvernmental funds are reported as separate oolomns in e fund finandal
statements.

The govemment-wide financial statements are reperted using the economic resounes
measuremeant faus and the acorval basis of accopnting, as are the fiduciaty fund financial
statements,  Rewenues are recorded when earmed and expenses are recorded when a
liakrility is incurred, regardless of the dming of related cash Aows, Granls and similar terms
are recognized as revenue as soon as all eligibility requircrents imposed by the providor
have been met.
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Texana Center Exhibit A-8
NOTES 7O AINANCIAL STATEMENTS

C. Basis of Accounting f Measurement Focus

Governmenkal funds financial statcmonte are reported using the et Ananoa! resaueas
measuement focs and the magified accrea! Basic of accourfmg. Rovenuos are recognized
a5 soon a5 they are both measurable and available. Rewenues are considered o be
avaiabie when they are collectible within the curment pedod or scon cnough thorafter to
pay liabilities of the current peried.  Fer this purpese, the government considers revenue to
b available if they are collected within 120 days of the end of the current flscal perfod,
Expenditures generally are recorded when a lizbility is incowed, as under agoruzl
arcounting. Howewver, debt service reguirements, o5 well a5 expenditures related to
compaensatod absenors and claims and judgrments, are recorded only when payiment is dike,
Grant revenues sre recognized only as grant expenditures are incurred to the extent that
the axpenditures gre allowable and eliglble for reimbursermant. Al olber revenoe items ars
cansidered ta be reasurable and available only when cash s reccived by the Conter.

Governirental fund bypes are accounted for an a spending or financial flow measurement
focus, Accordingly, only current assete and corrent liabilities are included oo the Balance
Sheet, and the reported fund bBalances prowide an indication of available spendable or
approprialie resources, Opesating statemeants of governmental fund types report Increases
and decreasos in avallable spondable resources, The Governmental Accounting Standards
Board has fssucd Skabtemeont Mo, 54, Fund Balagnce Reporting and Govermmenial Fund Tyvpe
Defindions (GASE 54}, This Staterment defincs tho difforent types of fund balances that a
gowvernmental entity must use for financial reporting purposes. GASE 54 reguires the fund
balance amounts ko be properly reported within one of the following fund balance
categnries;

Nonspendable:
Ta indicate fund balance associated with inventories, propeids, long-tosm Igans and motos
reggivable and property held for resale (unless the proceeds are restricted, committed o
assigned),

Reestricted:
To indicate fund balange that can be spont only v the specific purposes stipulated by
consttution, external resource providors or through cnatding logislation. Reostrictions may
effectivety be changed or ifted only with the consent of rescuerce providers. When rostrictod
and unrestricted fund balance exists for the same purpose, restricted fund balance will be
wsed first,

Committad:
To indicate fund balance that can be used only for the specific purpnscs detormined By 2
wrindl action of ihe Board of Tiesices [Lie Cenle's higlest evel of decision-roaking
authorily), Cormmitrnernts may be changed or [fed only by the Board of Trustees taking the
same formal action that [nposad the constraink originalby.
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NOTES T6 FINANCIAL STATEMENTS

Assigred:
To indicate fund balance ta be used fur sperific purpeses buk do not mest the criteria to be
Classified as resmicted or committed,

Unassigned:
To indicate the nesidual classification of furd balance in the General Fund &nd indudes all
spetidable amounts not conaired in he oher dassfications.

In circumstances where an expenditure is made for 8 purpose for which amounts ane
available in multiple fund Balance classifications, fund balance is generally depletad in
the order of restricted, commitéed, assigned and unassigned.

GASE 34 requires disciosure of any formrmally adopled minimurm fund balance policies,
The Center's Board of Trustees' policy is to achigve and maintaln an urassigned Tund
halanon in the general fund eqoal to 23% of expenditures. The Center considers a balance
of less than 16.67% to be cause for concern, barting unusual or deliberatz croumstances.
In the event that the unassigned fund balance s calculatod to bo less than the policy
stipulates, the Center shall plan to adjust budget resources in subseguent fiscal years to
restore the balance,

The Camler reports the following governmental funds:;

General Fund - The General Fund is the prirnary gpeorating fund of the Conter. It accounts
for afl financial resources of the general government, except (hose required 1o be accounted
far in another fund.

Additionally, the Center reports the following fund bype:

Eidudiary Fund Fype - The Agency Fund is used to aceoont (or assets beld by the Center
in a fiduciary capacity as custodian or agent for varlous clients of the Center, The {und is
puraly cusiodial (assets equal liabilides) and does not volve the measursment of the
results of oporafions.

Amounts roportod as arggrem rovoale include 1} charges to custorners of applicants for
goods, services ar privileges provided, 2] operating grants and conbibutions and 3) capital
arants and contibutions.  Internally dedicated resources are reported as oaieral reveiies
rather than as program revenues.  Administrative cxpenses are allocated arnong thi
Cenler's programs, based on each program”’s proporionote share of tokel expenses,

Winen botiy resinicted and unrestricted resources are avdighie for use, 1k s the Centers
policy to use vestricted resources first, then unrestricted resources as they are nesded,
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NOTES T FINAARCTAL SFATEMENTS

D, Azsets, Liatdlitles and Net Position or Eguity
1. Deposiks and Investments

The Centers cash and cash eguivalenis are considered to be cash on hand, demand
depaosits, deposits with public funds Inviestment pools and short-term imvestinents with
ariginal maturitics of thros months or less from the date of acguisition,  For imvestments in
publi¢ funds investment pools, the reparted value of the pool is the same as the fair value of
the pool shares.,

The Board of Truslees of the Center authorizes the Center to inyest with certain stipelations
in obligations of the United Stetes o its agencies and instrumentalities;, oollatoralized
mortgage abligations directy issued by a federal agency or instrurnentzlity of the Uniked
Smmtes; other obligations, the prncipal and interest of which are uncandltianally guaranteed
or insured by, or backed by the full faith and credit of the State of Texas or the United
Slates or heir respective agencies and instrumentalities; obligations of states, agendes,
countios, Citics and other polifical subdivisions of any state rated as o investment quality by
a mationally recognized investment fimn not less than A or its eguivelent; certificates of
fleposit IF issued by g state Bank, national bank or savings and loan association domiciled in
this state; commercial paper; rutual funds and money market motoal funds; and
ifestment ool 5.

During the year ended August 31, 2017, the Center did nok own any types of securities
othor than those permitted By statute,

2. Accounts Recelvable from Clients

Aceounts receivable from patient and privake insurance carmters for services rendered are
reduced kw the amount of such bilings deemed by management to be uktimately
uncollectible wsing the reserve method based on past history. As of August 31, 2017,
acrounts recelvable due from prlvate insurance carriers amounted o $950,600 and no
allowanoe was recordog.

3. Prepaid Items

Fayments o wvendors for senices that will benefit perleds bewond August 31, 2017 are
recorded as propaid kerns. Propaid items arg cqually offsct by a fund balance resere intho
governmental fund balance sheet, which indicates that it does not constitute awailable
spongable resourpes even thawgh oy are compononts of net current asscts.
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NOTES 767 AINANCEIAL STATEMENTS

4. Inventories

Imviantory consists of expendable suppties held for consumption and s valued al oost
determined by the first in, first gut accounting method. The cost of inventory is recorded as
an expenditure at the tme individual inventory iterns are consumed [consumpbon method).
At sygust 21, 2017 the Center had no inventony as 1€ was destroyved by Hurricene Harwey,
which hit the Gulf Caast the last week of August 2817, and therofore written down to S0.

5. Capital Assets

Capital dssets, which include property, plant and equipment, are repotted in the
governmental activities column in the government-wide financial sketoments. Capital asscts
are defined by tha Center as gssets with an initial, individual cosk of mare than $5,000 and
an cstimafod useful life in excess of two wears, Such assets are recorded at histarical cost if
purchased ar constructed. Conributed capital assets are recarded at estimated fair market
value on the date recelved. The costs of normal maintenance and repairs that do oot add
to the value of the azset or matcrialty cxbond asscts lives are not capitalized.  Tmprovements
are capltallzed and deprecialed onar the usaful lives of the related assets, as applivabie.

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

Asset Descrigtion Years
Bulldings and improvements 10 to 40
Furnlture and equlpment ito 10
Yehicles 4

6. Lona-Term Obllaations

In the govermment-wide financlal slalements, long-term debl and other long-term
abligatigns arc reported as fiahilities in the goviernmental actvites statement of net pasition.
Bard premiums gnd discounts are deferred and amortized over the term of the related debt.

In the fund financial stekements, governmental fund bypes recognize bond promioms or
discounts, as well a5 bond [ssuanes costs, during the corrent period. The face amount of
debt sswed is roported as other financing sourcos.  Premiums are reported as other
financing sources, Issvance costs, whether or not withheld from the ackual debt procesds
receiviad, are reported as debt service expenditures.
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7. Compensated Absences

The Center provides compensated absences benefits to s emplovess.  Compensaced
abscnors arc vosted and, upoen tormination, paid at the curront salary. The Center accrues
its liability for such accumulated unpaid benefits in the govermment-wide financial
staternents. Actual compensated absences benefits paid during the year are recorded as
expenditures in the General Fund.  The Center's lakility for compensated balances was
$1,428,439 at August 3L, X057,

8. Scorce of Fends

Some funds from fodoral and ather state sources represent fee for service reimbursements,
gy well as project grants.  The funds that are specificatly for individogl patient service
reimbursemants are reporfed as Iocal funds under patient feds or  insurance
reimbursements, identified by source as directed by the Texas Health and Human Services
Comimlssion.

9. Fund Equity

In the fund financial statkements, governrmental funds report restrictions of fund balance for
AMoUnts Ehat can be spent only for the spedfic purposes sGpulated by consttuticn, external
resoure pravidors o thropgh enabling legislation.  Amounts considered nanspendable relate
Lo prepaid items and invenlony that have already been expended and represent & portion of
the fund balance thak is not available for future operations.  Commithod fund balance
represents fund balance that can be used only for the specific purposes determined by a
formmal acton of the Board of Trostees,

10. Tax-Exempt Status

The [Mbernal Revenue Service bas issued a determination leter deted Februany E98S, slaling
that the Center qualifes as an erganizaton described in Section 501(c)(3) of the Intemal
Revenue Code and, accordirgly, is exempt from Federal income taxes.

11. Use of Estimates

The preparation of financial statements in conformity with WS, generally acccphod
sccounting principles requires management to make estimates and assumptions that affect
the reported amounts of assets and labllides 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 perind,  Actual results could differ from those estimates,
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NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABLILITY

Bud Information

The Center's annudl budget for the General Fund is prepared on an acoounfing basis
cansistent with generally accepted accounting principles.  The budgetary comparison
statement is presented osing the same format Erminology and classifications wsed In the
budgct document,

The Senior Leadershlp Team is responsible for preparing the Center’s birdget required by
the State for the Gengral Fund.,  The proposed operating budget includes an estimate of
expendllures and the revenoes expacted to Anance such espendilures, The budget |s
prapared and submitted o the Board prior to September 1 of each year.

The Board of Trustees considers the recommendations and may revise the amounts
submittcd in the budget bofore approving it The budget is amendod by the Board as
needer thraeghout the year.

Budgeted expenditures for current operaling funds cannct exceed the awvailable cash
balances in such funds at September 1 plus the estimated revenises for the ensuing year.
Budgetary contral is maintained at the program level. The Center may transfer existing
surpluses betwesn bodoet categories during the year and increase or decraase e budget
according to budgeting and cxponditure guiddines of the Toxas Hoalth and Hurman Sorvcns
Commission (HH&C}.  The Bowrd muost gpprove changes in total  appropriations.
Appropriatons lapse at year end.
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NOTE 3 - DETAILED NOTES 0N ALL FIINDS

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 retumed to it. Collaterat is required for all bank deposits not covered by federal
depository insurance. Obligations that may be pledged as callateral are obligations of the
Lnited States and its agencies and obligatinong of the State and its muonicipalities and school
districts. Coliateral pledged to cover the Center's deposits is required o be held in the
Center's name by the trust deparment of a bank other han Lhe pledging bank (the Center's
agent). Such ocollaterafization is required by the Fules of the Commissionear of the Texas
HHZC and the Board of Trustees of the Center. The Centar's cash deposits wierg Fully
secured at August 31, 2017 by foderal deposit insurance and by plodacd securitics held by
the Center's agent in the Center's name.

Investmants

The Center is authorzed by the Fublc Funds Investorent At (PFIA) to invest in the
following: {1) obligations of the United States or its agencies and instrurnentalides; (23
direct obligations of the State of Texas or its agencies; {3) other obligations, which are
urncondiionally guaranteed or insured ty the Mate of Texas or the United Slales or [k
agencies or instrumentallties; (43 certaln A rated or higher obligations of states and political
subedivisions of any state; (&) quarantesd or secured certlficates of deposit issued by state
or national banks domiciled in Texas, savings Banks domidled in Texas, or stabe or fodoral
crodit unions domiciled in Toxas; (6] cerfatn fully colfateralirod repurchasc agrooments; ()
certain qualified govermmental investment pools; and {8) other securities as desoribed in the
PFIA.

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

Weighted Average
Falr Value Maturlty (Days)
LOGIT S 116,675 32
TexPool 30,167 30
TexPoaol Prime &.430.120 47
Total Investments 8,579,262
Investments classified as cash equivalents {8,579, 262

Total Investments par Smatement of Position  §
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Intarest Rate Risk

Thi investment, policy of the Center limits the weighted average maturity of its imvestment
portiolio o four years.  Tho maximum allowabic statcd matudty of any individoal
investnent owned by the Centor shall not cxcoed ton yoars from the time of purchase.
LEKSIE manages its expasuere to declines in fair values by limiting the weighted average
makurity of its investment portfolio to 180 days. TexPool manages its exposure to declines
in fair values by limiting the weighted average maturity of its inveskment portfolio to 90

davs.
Credit Risk - Investrments

As of August 31, 2017, the Center's investments in TexPool and LOGIC were rated AAAM
and AAA, respecthsaly, by Standard & Poors, the Righest raling a local govemmenl
investment pool can recehve.  Under the TexPool Rartlcpation Agreesment, administative
and imvestment services to TexPool are provided by Federated Inwestors, Inc, through ain
agreerment with the State of Tosas Comptroller of Public Accounts, The State Comptroller is
the sole officer, dircctgr, and sharchelder of the Toxas Troasury Safckooping Trust
Company suthorized to aperate TexPool. The reported value of the pool is the same as e
fair value of the pool shares. TexPool is subject o annusl review by an independent auditor
consiskent with the Public Funds Investment Ack, Audied finandal statements of the Pool
are available at First Public, 12008 Research Bled., Austin, Texas 78759, In addition,
TexPoaol is subject to rewlew by the State Aouditors Offlce and by the Internal Audilor of the
Comptrallar's Cifioe,

LOGIC is administored by FirstSouthwest and JPMorgan Chasc.
oncenkfration it Risk

The Center's investment policy does not limit investrments in any onc issuor cxcopt that the
investrment portfolio shall be diversified after considering maturiby duration, type of
investment; iquidity factors, cash-flow timing and degree of fAsk.
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Fair Yalue

Exhibit A-8

The Cenfer cateqorizes #8 fair value measurements within the fair value hierarchy
established by generally aocopiod accounting prindiples. The hierarchy 15 based on the
valuabion inputs uscd to measurg the fair value of the asect. Lewol 1 inputs are quotod
prices in actfve rarkets for identical assots, Lovel 2 inputs are significant gthor ohscrvable
inputs; Level 3 inputs are significant unobservable inputs. The Cenker's investmenks in the
General Fund are not measured at fair value but rather measured at net asset walue per
share far the public funds investment pools.

B. Du< from Other Governments

Cue from other govemmenls ame lor reimborserment of axpenditures and fees for service
provided under various programs and grants. AL amounts are espected [ be collected
within the newt year. A summary of thess recetvables fodlonrs:

iocal Funds
HCH
ICF-IDE
PAC

SkEte Funds
HHSC - Autist

HHSC - General Revenus BH
TOCMMI

Federal Fuonds
HIISC - MFFP Fuhids
Eary Chidhood Interverticn

Total

3o

Amaunt

3

1,135,116
536,250
1,732,237

16,235
634,147
#%,165

227,271
116,457

$

4,553,905
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C. Lopital Assels

A summary of changes B the prifmary government's capilal assels for the year ended
August 31, 2017, is as followes:

Prirnary Gavermmenk

Balance Balance
SppL. 1, 2016 InCraasas [Daoregses} Aug. 31, 2017
Govemmenal Adtivibics:
Mon dzpreaable seses:
Lae? Ly omaael s : i 2058181
LoresaucHoi 2n Frogress 19.,37% 141975
Totzl Hon-dopreciable Assots 2058 481 142 975 2800 450
[eprodiibde Azec=:
BullzEngs ared Inpeoerrels 7R, 5265 70, 74R 26,813,117
Fumiturs 2nd couipment 1.669,a02, 63,3’k 1,/53, 1113
walivler, 4,955, WiR,AZN 7R 114) 457110
Total Depradabla Assets 3283 Q00 1 .[02 2d (/84 3140 33,105, 250
Les= sooumulated desreaabon:
Buikidngs arel impeovereenl s [7AR R £1,1073,056) 8555116
FFTItUrE and ecuipnmart [ L2k, Uiy 110,580 [1,9.4 356]
Walisdp: [ 2,785 [ 459, 1651 GR1. 157 2573127
Total Accun, Depredation [ L& A hi T A2 5 LE) PETRTH "3 hdh B
Tia ol Mepre alaiy dezars, bkl £0,373 3% F10,008) 103,552 194159, 307
Toml ¥ ARRWA3 s EARA93) % (lO2Y621 % 12,799,757

Included in dispozals above 15 $97,908 of not book value for vohicles that wore dostronod by
Hurmicane Harwey in August 2017,

Depreciation expense was charged to functions/programs of the gowernment-wide
slatement of activities as follows;

Gowvemmental Acivities:

Behaviaral Health
Denvetbaprrw ntal Cisabiliby
Eaify Chlldhocd Inbernnzinton
Administration

Tatal Gavernmental Actlvitlos Depreclation Exponisa

5 TE1.B45
BIE, 27

2B, 444

1164496

4 1,763 6E2

A summary of changes in the discrofoly presented component unit (Crossroads Villas)

capltal assets for the year ended Auqust 31, 2017, is as [ollows;
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Disaately Presanted Conponent Unit

Balahce Balanca
Lopt 1, 2015 Increpses {Doeases) Sep. 30, 2017
Businesa-type Aokl
Deprecicbls Asacts:
Bulkings: ard g edamants $ L7317 L7o1,517
Fumit. 2 ard couiprient #20en 23,041
Telal G ialike Aezpss 1,737, 15[ 1,753,551
| e At el e Leepreializn 11+1.E77] [14 B4 L1585y
Takals % LER4E (4L ERT] 5 5 LhysEL?
[ Lease Dbligations

The Center leases cerwin buildings, wehicles and equipment vnder shorl-Larm opserating
leases for varying pericds, Rent expense fof the year cnded August 31, 20017 was
$+554,773. There were no cantingent rentals ar sublease rentals, The estimated rental
commlioments under exlstng slgnificant non-cancelable aparating lease agreements are as

fol lows:
Year Ended
Auqgust 31, Amaunt
2018 3132 4498
2014 130,240
2024 43,535
2021 oag
) A6 Bl L
E. Lona-Term Liabllites

Thi following is a summary of changes 0 leng-torm Bakilities of the Center for the year
cnded August 31, 2017:

Balance Balaroe Artunts
Sept. 1, August 31, Dure within

2018 Additians Redyciipns 2017 Cine Vedar

Motes payable 5 2,7anskl £ iFqAan $oL2eRkTFI4) } LEIRHSs 5 Shad-d
Honds pineabi: 5,205,050 T123,000) Ll 75,000 125,00
Consensatad abserces 1 466 BES [5H 426 L 44 438 a4 1Ll
Takal 5 9AGT 445 5 17500 1475150 % E13,3:6 5 LIMA, LE4

cnds Bid notes pRyabee at Augiist 31, 2057, are compiised of e Toiowing,
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Bonds payable:

Revenue Bonds Series 2010, interest rate ranging from 3% to 5.25Y%., final paymcnis
due December 2039, secured by deed af trust on real estate. As of August 31, 2017,
the autstanding principal on the bonds (s 25,175,000,

Mates payable:

In October 2006, the Center enterad inta 8 $152,150 noke payabie to Prosperity Bank to
purchase a4 Group Home for 10D Residental Servlces, The note carrlas an interast rabe
of J% and 15 payable i principal and interest payments of $1,189 per month, wilh
principal and romaining interast due on maturty.  The note matuees on Jotober 26,
2026 and is secured by a decd of trust on real estate. As of August 31, 2017, the note
has an outstanding balance of $95,907.

In April 2007, the Center entered into 3 $204,277 notc payablc to Prospority Bank fo
purchase a Learning Center for IDD Day Habiltation Servicos. The note camics an
Imterest rate of 4.25% and 15 payable in four monthly interest only payments foliowed by
pHncipal and interest payrnents of $1,293 per month, with prindpal and remaining
interest due on roaterity,  The nobe matures on March 22, 2027 and is secured by a
deod of trust o real estate.  As of August 31, 2017, the note has an owlstanding
balanco of 5124, 706.

In July 2008, tho Conter entered into a 161,500 note payable to Prospedty Bank to
purchase a Groug Home for TOD Residential Services, The note carries an intetest rate
of £.75% and is payable in four monthly inforost ondy payments follgwed by principal
and interest payments of $1,238 per month, with principal and remaining infoeost duc
on maturity, The nate matures an Juby 8, 2028 and is secured by a deed of trust on reat
estate. As of Augusl 31, 2017, the note has an outstanding balance of £113,0278.

In February 2010, the Center entarad inle a $126,400 nole payable to Prosperity Bank
to purchase a Growsp Home for IDD Residential Services. The note carries an Interest
rato of 2.85% and is payable in prindpal and Interest payvments af 51,0662 per month,
with principal and remaining intorost dus on maturity,  The note matures on February
19, 2025 and is secured by a deed of trust on real ostate.  As of August 31, 2017, the
noke has an outstanding balance of $76,958.

Eh February 2010, the Center entered into & 5112800 note pavable to Prosperity Bank
o purchase a Group Home for IDD Residential Services, The note cardes an interest
ratiz of 5.85% and is payable in principal and interest pavmeants of $948 per month, wilh
principal and romaining interest dug on matudty.  The nete matures on February 2h,
2025 and is secured by a decd of trust on real estate, As of August 21, 2017, the note
has an cutstanding balance of $&5,707.
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In March 2010, the Center enterad nte & 165,000 note pavable to Prosperity Bank to
purchase a Group Home Ffor IDD Residential Scrvices. The noto carrios an interest rate
of 5.85% and is payable in principal and interest payments of 1,387 por month, with
principal and romaining nterest due on maturdty. The note matures oo March 24, 2025
and 1s secured by a deed of trust on real estate. As of August 31, 2017, the note has an
outstanding balance of $101,431,

Im Juby 2041, the Center entergd into 8 $156,000 note payable to Prosperity Bank to
purchase g Gmoup Horme for 100 Residental S5ervices,  The note carmas an interest rake
of 4.9% and 5 payable In principal and interest payments of $1,232 per maonlh, with
principal and remainiteg interest due on matudty, The note matuees on July 13, 20246
and i5 secured by a dead of Tust on real estate. As of August 31, 2017, the note has an
autetanding balance of $106,270.

In Cecember 2014, the Center entered into 8 S164,000 note payable to Prosperity Bank
to purchase & Group Home for IDD Residential Services. The note carries an inkerest
rate of 4.5% and is payable in poncipal and interest paymen= of 51,260 per month,
with principal and remaining inlerest due on maturity,  The note matures o Decermber
30, 2029 and is secured by & deed of trust on real estate. As of August 31, 2017, the
nota has an eutstanding balanoe of $142,380.

In March 20015, the Conter entercd intg a $1,000,000 nete payable to Prospority Bank o
purchase a 14 456 acre tract of land in Fulshear, Tewas. The note cardes an interest
rate of 3.25% and is payable in thirby-six monthly interest only payments with the full
principal amount and acerued interest due on or before April 26, 2018, As of August 31,
2017, the note has an cutstanding balance of S400,000.

In February 2016, the Center entered into a $326,70% note payable to Prospearity Bank
to purchase several wehicles. The nate carries an interest rate of 1.49% and Is payable
in prinCipal and irtorost payments of 7311 por month, with principal and romaining
interest due on matudty. The note maturcs on Febrgary 9, 2020 and is secured by
seven wehicles.  As of Aucgust 3f, 2017, the note has an outstanding balance of
$200,602,

In MNovernber 2016, the Center entersd into o $176,000 note pavable to Prosperity Bank
to purchase a Group Home for ID0 Resldential Senvices.  The note cardes an interest
rate of 4.9%% and is payable in principal and interest paviments of $1,397 par month,
with principal and remaining interest due on maturity. The note matures on Nowvernbar
21, 203t and is sccured by a deoed of trust on real osfate. As of August 31, 2017, the
nate has an outstanding balance of $169,957.
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The annual raquirements for repayment of principal and interast on the bonds and notos
payable autstanding as of August 31, 2017, arc as follows:

Yerr Ending Revenue Bonds Hotes Payahle
August 31, Principal Interest Principal Iribaroat
MR 135,000 2ED B2 BLG 0 &%, 576
2019 130,000 237,014 174057 46, LEH
200 1z6, 0040 251247 137,171 18890
pliral 145,000 245,122 o9 632 32,881
20 L5000 R AL 105,237 £ 4l
A0AS-2CAT BEL 00 1,064,154 152,285 43,530
02R-2032 1,115,00C &10,270 76,831 4, 755
203200 1. A%0,000 475,435
A0ZE-200 1 060 00c L=

;o o L5000 & 1EG0281 4 LON9 WA & £03,5353

The Center has a 57,200,000 revolving line of credit with Prosperity Bank., The nole bears
interest at prime plus 5% with a floor of 3.99% aind matures in September 2017, Enterest
is payable manthly and the line is secured bw gross revenuss of the Center, The line of
credit had o balanoce of $-0- at August 31, 2017, Subsequent to year end, the Contor
rencwed the ling of crodit with the same torms and maturity of Sopternber 2018,

F. Refirament Plan

The Center paricipates in a multiple—employer 401(a} defined contribution prefax retirerment
pian, administered by ICMA Rebrement Corporation, avaitable W full-time employses who
have completed one year of service.  The plan allows employecs o contribubc 42 of
eamings with the Center contributing 6% of earnings to participating employees. The plan
allows loans to pardeolpants. Partlclpants are fully vested in the employver's contrtbution after
five years of sonvice.  Forfeited contributions are held in a separate accownt and can be
usad to reduce Tubare conlribulions,

Amounts cantribuked by Ehe employver are placed in guaranteed fixed income accounts wntl
the emplovee 15 vested, When an emptovee s vested, the employe2 has the opton to
imvesE in any of the tunds approved by the Board. For the year ended August 3t, 2017,
cantibutions  from the emplover and  employess were 51,176,885 and 784,573,
respockively, Tofal plan asscs, including loans, as of Auguest 31, 2017 arc 515,190,157,

G. Deferrad Compensation Plan
The Center offers |55 employess 2 deferred compensation plan created in acoordance with

Internal Revenue Code Sechion 457, The plan, available ko all Center emplayees, permits
therm o defer a porlion of thelr salary untl future yeams.,
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Partidpation in the plan is optional. The deferred compensation is not available tao
emplovess  ontil the employiee  [Erminales  employment, melices or experiences  an
unfercsecablc cmorgoncy.

H. Contingendes

The Center has partcipated in 8 number of state and federally finandal assistanoe
prograrts, Medicare and Medicaid programs. These programs are subject to financial and
compiance audits by the grantors or their representatives and regulatory authoriiies.  The
purpose of the audlts 15 to ensurs compliance with conditions relating to the grantng of
funds and other reimbursemeant regulations. The Center's management believes that any
[Fakxlity for reimbursemeant which mean arise as the pesult of these audits is not beleved 10 be
matearial to the financial position of the Contor. The Conter is subject o cartain ponalbics in
the svent that performance targets are not met.

The Center is invelved in litigation in the normal course of business. Management estimates
that any lisbility that may result from this litigation, if any, would not be material to the
Center’s financial slatemenls.

I. Risk Manaaement

The Centor is oxposed fo various risks of Inss relakoed to tort; thoft of, damago to, and
desbuction of asscts; errors and omissions; injurics fo cmployess; and natural disastors.
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 dny of the past three fiscal vears,

J. Loncentrations of Credik Risk

A substanbial portion of the Center's revenues are in the form of a perfformance contract
with the Health armd Human Services Commission (the State).  As & result, the Cenler's
overall exposure W credlt sk s contingent upone the [olure fonding by e State.
Historically, the Center's uncotlectible accounts recehsable have besn immaterial,  The
Conter does not require collateral for its receivahlas,
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Commitied Funds
The Board of Trustees has committed funds in the General Fund for the following:
Learning Conter - Rosenierg Art/Parents % 5,094
Learning Center - El Campo Parents 3,676
Buildings 1,800,000
Fulshear Capltal Campaign 1,117,555
t 2,926,328

K. Patient Assistance Program Pharm

The Center partidpated in a phammacautical-sponsared Patient Assistance Program, whersby
Ehe Centor progossos applications for medications on behalf of qualifving consumers. In
addition, the Conter utilizes samples provided by pharmacoutical companies in the treatment
af consumers. The estimated wvalue of the medications roopheod through the Pationk
Assistance Pragram throogh the use of free samples during the year was 52,661,751, The
Cenler does not take ownership of these assets but rather facilitates the transfer to the end
usar; therefore, those berefits are nok recorded on the Center's bookes.

L. Medicaid 1115 Waiver:

The State ol Texas was approved fiw a fve-year Medicgid demonstration waiver (through
Seprember 30, 2016} that would enable hospilals and other providers to 2am up to $L1L.4
billion in funds for Dellvery System Reform Incentive Paymenl (DSRIP) projects. The waiver
was oxfonded 1% months thiough Decembxer 31, 2017, DSRIP projects are designed Lo
improve Texas" health care deliveny system, including access to care, quality of care, and
heakth outcomeos. Toxas has allocatod @ minimum of 10% of the DSRIP funds to the
vammunity mental health centers that serve mentally ill Medicaid ang indigent paticnts
thraughout the state. The state received a 15 month extension of the program through
December 31, 2017, However, the program ended an Cctober 31, 2017, Negotiations are
currently underway for an exienslon of the waiver prograc.

The Center reports wlce 8 year on milestone and autcome achlavernent in order to sam
DSRIP funds. The revenue s recognized a5 the milestones are achisved and after review and
approval ty CM5. As @ rosulk, and singe the DSRIP funds are not expenditure-reimbursement
type funds, at times the Center's cumulative expenditures rolated fo DSRIP projocts may
exceed the revenues recognized to date.
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Texana Center EXHIBIT B-1
CAPITAL ASSETS LISED [N THE QPERA TION OF GOVERNMENTAL FUNVDS

SOHEDIRFE BY SOURCE

ALRFUST 31, 2007

Gavemmental Fu ital &
Lanel 4 X BRH4GHL
Construction an Progross 14L,875
Buildings and improvrements 26,813,117
Furniture and equipment 1,753,003
Yehides 4,539,110
Tatal Gavernmantal Funds Capia| Aszpobs 35005685

Investment In Gavernmeankal Funds Capltal Assets by Souree:
Garetal Fund $ 35.905,680

Tatal Investment in Governmental Funds Capital Axsets $ 35,905,686
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CAPTTAL AQSETE (A IV THE OFERATION OF GOVERMHENTAL FLS
SCAEOEE 8Y AENCTTON AND ACTIVITY
AUEST 38, A0S

Constructlam Bulidinga Furniture
In and and
Functon Land Progress Improvements Equlpiment Wehides Takal

Behaviaral Health §  S133MI s £ I0FFENAE 0 47FET™ R 103,17 R 13,13743R
Dewelipisantal Cidabialy A.145,N02 11,974 14,375, 604 173,797 JA33.E90 AoA43,.178
Early Childhaod Frtereenkion 212137 BE12,137
Administrative 1,243,290 801,532 232,013 2,20.155
Totml Govermmantal

Copitnl Axgels 4 ALSESEl R A7 5 0,813,117 3 1703403 5 538210 3RO05,GED
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EXHIBIT B-3
CARTAL ASSETS LSS IV THE CIBERA YI0N OF el EEMVENTAL AT
SCHEOLA £ OF CHANGES 8Y ALnCTION
FINT THE YEAR ENOED AlhUsT 38, X7
Govammental Govammaental
Funds Fundsg
Capital Assels Capital Assels
September 1, Additans Retlrements August 31,
Function 2016 and Transfers and Transfars 017
Behavicral Health s 12,4974 4 047 5 f310,3350 4 132,357 436
Develapmental Disability 2040800 #4384 (938,514} 21 A443,348
Early Childhaad Intervent|en L1553 S5 HLE13F
Admintstrathee 2,155,152 177,014 {25,155} 2,297,735
Tokal Govermmental Funds
Capital Assets 5 35i4';"5|4El g 15194:519 5 e 31E i 35E‘9D5iEEE
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Texana Center EXHIBIT -1
SEHEOLLE OF REVENLE AND EXPENDITURES BY SMIRCE (F CLINS

GEVERAL FUND
FOR FRE YEAR EFD ALGLRST 320, 2017
FEALATED)
Total BH Tertal BH Tatat BH Todal Todad Tatal ExTARs Mo
Tald Bl CRA Crives e ] Cther Center Over
Fund Source Royenue Expoauf. Expain il Expand. Ex|aang. Ez|shng. Exjririfl. Eaprirsl
ODkects af Fxpcnse:
Parsriz § JeSnndGy  § s Dndun S LLHLNER S LUGHHRY 5 LR 1AL f 0 TAILATL % M4ASNIIS
Em[mc At bs T, AT 1,066,759 534,973 264,535 35,01 18y, 206 #164,93r
Prerim:ry Cornrec. Seraze: PAR/FR A &57,715 138, 7% LEAN TP 4,73 B 5,577 1.572,AR 1
Traring ard Traws 463,101 £4,667 47 434 14,946 16, 200 2, 199 941,111
[LFEIRF S T 2 AR, ET 45,275 4K 77 545,505 1,E45,875
Tapial Lk ay B, 187,515 144,144 99,514 Wl LA E1L,4HY
He-Caabized Equianore 3 A 1,453 317 172 B4 11,44 31,503
Paanelaa oy Seperize AR 2HE,Lad 23211 FE2, 751
P4F Exprnsc JER1TE 7 FE1,751 d,E61,751
il Coysoraiveg Esqase 4, 2G5, 01 5L 143,55 7L, 54 3, 167,150 TIT ALY E,2r,471
Al oAt ot CHe 4 E4437 005 LB TddlE  E506,387 100562 #8004, 412
Total Expendiures 5 EREIIAI 4 IFERAIRL s 4N5350 s IEAGLAT 5 RGSEGAT § 10354551 § 36513232
Marttod uf Finnce;
oAl Acwoans
FHSC - [ T OALLYIIq § ALSAUNGE S AMIHSZ S LEILLUT & 4 $ 12T
FHE. ran 3,344,540 35,4 2,2q3.L40
surlg 1 ellb dhocs dra L RE T ZE5,443 147,031 753 104
55 Bk Ciamt TAF 175,945 169,50 214.931 4 tqy
ecisd Wavu- are 101 -UD i7 L5, L2 MAIZ 1774 &6 17537
Crbrr Feda] Fungg 14,468,570 1047 Uk 0l 10 +560, 26 <l 100 11, =8, 5L LELL, M
O ber starr Aocrces 445,097 ELTR P 157,557 EN ) 1,745, 15 3357
Requines | oco Macl 1,546 518 SR TER i L 1540, H
BAF Madicxdas J.EE1,751 JEF1,751 161,751
Addiiianal Loa Maz 2 UL, LG gl fa LAFT IS & Sl K 537,713

Todal Eepoad el 2 g EBIIn1 s F 11352061 £ 420530 5 dBAGGay ¥ AMUS4sL § 1A nsl § MY LEIPULS

g
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RECONCTLIATION (F TOTAL REVENUES TO ANRTH Paga of 2
QLUARTER FINANCTAL REPORT
AM THE YEAR ENDED ALGUST 31,2087
LT TEC
Fevernues
Auditad
Cara Firtantis
Reopork 111 Additions Dedaklons SEbements
Lol Sourcas:
Ceunisy Tem Muncks 5 gd41,388 ) 5 g4 1, 36H
Faticre Feas) s rance &,AF3, 264 6,364, 7o
Miszallanee ligere: 2,20, Ba2 2.5m 67
Fatek Asslstance Paagrar A6R1,70 U1 EY R T o)
W= PASRE, B5 Funin 1043 4,538 A03E
Tw'L - Rehah 13,270 44,00
edicamey Mecicos 11, Hig 55K ITLAGE (a) 12,00 11
TOZAMMT Nurvls 249,40 394,458
Titk X[x  HZ5 12631410 1263160
Tirke WTH = Tewas Floares | iwivng Wiser 26098, 9B 2,64 158
Titha X1%  :CF 2,541,950 L R
YER Waldiubr 4551 41,537
Totsl Local Sauvoes 42,401,750 271,80; [£,60L]1,#3] 4, 016, Bk
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Ganaie Revanie - ILO 3 ¥154E 3,34 52k
Early Childbozd Intzreenoon 5ES, 234 Py
RHSE - Aul S 283,260 2B G
Total State Programs 16,273,376 (271 800 15,9%3 480
Faderal Programa:
Melz | lzalh Flock G £ e 751,
| de X% SoC Sey' cas Soc GIant 518,47 114,8<2
Teliz 5300 - TANF 261,103 AR11107
Morey Falods Tie Prrsm Ce18,30% a4, hilh
Mediccid  Admin sTetve daiming Zmus.aor 1,905 407
Ez:by CHildaned Toleesnln Bh2, 38 de-4 354
Total Federal Progrants 4,641,374 4,011,324
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Texana Center Exhiblt C-2

ARECOVOTELIA TION OF TOTAL EXPENDCITLURES TO AR TH Page 2 of 2
CAAARTER FINANCTAL REPORT
FAOR FHE YEAR ENOED AUGLST 382087
(LA LT TELD
Expendiures
Avriibed
Caba Flnancial
Furkction Report 1T Additions Digletions SEteaments
Peranrng A 31,154,112 i % G A1,1-4.11%
Erripkace Bonef = Fon Yk A9 LR
Professionz| Contract Serv ces £ BES b5 7. B05,E5
I reaming anz irewal 536,93 EA6,510
Dabt SErdce 1,535,053 RTEA7 e 1,740,F6
C=pltal Cutlay ALRAL 176,000 L4 SRR 1,194,514
Man-Crptalten Equlpaenl e i AG003
FliamarAabeal Supance 72014 12010
Pal anl Asaslarn = Frongnam Cepenes 2,052,751 [2461,7515 (b)Y
Olhier Cperadrks Cepeveas 6,137,583 1,100 {4% ras s (ol B041,2158
Takal Expenditures 5 T e B 3 T B (375058 4 37077,

(al Mote fmeoocds neded vath Debt Sece o3 Reoart 1L
[k} Aarimes PAP Conl-Falions
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(el Ml ey wdjlesament

X



Texana Center EXHIBIT C-3
SCHEDLLE o INDIRECT C8TS
FOR THE YVEAR ENVOED AUGLST 31,2017
LML TED)
MNon- Takal
Total Allowahle Adjusted Drirect Indinect
Cogts Costs Cepredation Cosks Costs Costs
Salarias 4 31,154112 s % 530154112 F 2835036 3 7,803,756
Emplovae Benefits 7,755,976 77954976 7e104, 446 791,530
Canital Outlay 1,154,519 11,194,5193
Delit Senvice - Princlpal 1,386,704 (1,386,704
Depreaation L6261z 17624812 L646,116 11E,455
Ozher Operativg Expend. 15196, LD (109,113 15,391, 406 14,264,114 1127342
Total Expenditures § 57027481 5 (2685634 § L762612 5 56104456 F 513465302 %5 4735194
Computabion of Indirect Cost Rake for the Year Enced Apgust 31, 2017
Tndireck Cosks 4,739 154
ivirart Cisks 51,305 307
Indiresct Coxt Rate 0.3 4%
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Texana Center EXHIEIT C-3
SEHEDLNE OF [LEASES Paga 1 of 2
AOR THE YEAR ENDELY ALGUST 38, 2017
{LALEITED)

Lexssor or Other Mohthly Perod Coverad

Part to Contract Location Amaunt Start Gate cnd Date

up Homes

Iphn Schmermund 13205 Ward Beod, Sealy 1,350 12015 30207
ARC of Fort Band County  BALD Brazos Glew, Rlchmand 1,100 Q11208 B 2018
ARC of Pt Bend County 5141 Cotter Lane, Resenberg 1,100 /172008 &31r2015
ARC of Fort Bond County G823 Grant Drive, Richmend 1,200 4 LML BFALIAT
WWharton ARC 509 172 Sunssat, Wharkon 1,500 QL2009 83112007
Gerakl Finlo 2419 5. Blug Meardpw, Sunar Larwl 1,925 4/1/200% rranLh Lo manth
ARC of Fort Band County 3518 YWagaon Wheel, Rosenberg 1,200 117172009 BAARS20LY
ARC of Fart Bend County 2407 Rustic Trail, Richrond 1,300 M2 135/ 8
Angela Maoorell 204 Brar Jdrde, Sealy 1,200 A menth to manth
Wawne Allen 722 Old Caney Poad, Wharton 1,575 fiir2n12 87312020
I Faciliti
vhartan ARC 1017 12 Alabama Rd., Wharlon 1,200 G 12016 8312018
ARC of Fort Band County 2715 Cypress Point, Missourn City 2,000 212005 1731/2009
130 Industrial L.P. 130 Induslnigl Sle 200, Sugar Land 10,AZ1 T 2014 11412017
Werd Real Estate, Inc. 34636 Avenue F, Bay City 1,050 25502005 242017
Parowmay Fetlpship of Katy 270432 FM 1093 Road, Richmond 2010 a7 a8
Copy Machings
Cancn Finandial Solutiatis <4706 blport, Rosenbeng - Gullding A B25 Bf4r2014 8/3720148
Canen Finandal Seldions 4706 Amport, Rosenberg - Building A 82 Tr1a02014 Ale/ 2018
Canan Hnanclal Selutfans 4310 bmort, Rescnberg - Bullding F 250G AI18201 FILES20148
Canen Financial Selutions 400 Ava F, Bay Cikby 82 F162H4 FILGS2018
Canan Finahclal Solulians 4910 simorl, Resenbery - Building A H3 TI16,2014 TLES201d
Canan Financal Saleliors 4910 sirporl, Resanherg - Building D g2 7162014 TLE 2018
Cancn Financial Szlutfons 335 FM 359 South, Brcokshite 194 162014 FE2015
Caregn Financial Sphdigns 4910 Aiport, Rosanberg - Bwilding G 4R6 THef2hia THEf2018
Cancn Financial Selutgons 130 Industrial Blvd, Ste 200, Sugar Land 536 A6 2014 Alef2018
Carean Financial >2lxns 4706 Airport, Rosenberg - Building A 475 EFI%2014 e A1E
Canan FInanclal Selutfans 34007 Morth Rlchenond Roadd, Ywhartan 325 972452004 G/2472018
Canen Financial Zzlutkons 130 Industrial Blwd, Ste 200, Sugar Land 20 1072702014 TG
Canan Financlal Selulkans 4206 iporl, Rosanberg - Building O 419 Liagr201s 12852019
Canon Financial Selutions 2007 Nerth Richenond Road, Wharton 180 10712015 107172019
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Texana Center EXHLBIT C-4
SOMEDL E OF LEASES Page 2 of 2
AN THE YEAR ENCED AULUST 31, 2087
{LAAETTED)

Lessot ar Othar Manthly Period Cavered

Part to Coniract Location Amocunt Start Date End Date
Copy Machines {cont'd)
canen Finencial Salutions 3007 North Richmond Road, wWharton 180 L/1r2015 107152019
Cancn Financlal 3alutlons 3007 Narth Richrmond Roacd, Whatan 1HO 10/1,2915 10712019
Canen Fingncial Solukions 1017 172 Alabamez Road, Wharten 180 13124015 107152019
Canon Financial Solutipns 2535 Cordes Orive Sugar Land 1841 101,15 10172019
Cancn Financial S3olutions 2535 Sordas Orive, Sugar Land 1840 LR 25 1471720149
Canpn Financial Salutions <706 Afpont. Rogenbearg - Building A 12 10/E52015 14712918
Canen FInanclal Zolutlons 4703 fomor, Rosankarg - Boilding A 184 LOSE RS 14/152019
Caren Financial Solutions <706 Aiporl Rosenbery - Building B 13 10152015 19/172018
Caren FInanclial Solulions 4810 Acrpor, Rosenbarg - Building & 1EHd 012D 14,/1/2a19
Canzn Financial 3olutions <910 Alnpori Rosenberg - Building A 180 107102015 152019
Canan Financial Solulions 2910 Aimport. Rasen berg - Building E 183 10112015 10/1/201%
Canon Financial Zolutions 4705 Arport Rosenberg - Brilding A 202 107102015 117201
Caoren Finuncial Solutions 2715 Cypress Poird Drive, Missauri City 24 1012015 11/201%
Canon Financial Solutions 1518 Sollinzg Read, Richmond 224 10102015 103205
Camon Financial Solutions 2706 A'tport Rosenbearg - Building A 224 1012015 10/LF20Le
Canan Financlal Zolutlons £310 Aeqporl Rosanbarg - Building F 235 /852015 B 2020
Canan Financial 3olutions 490 Auport Rosenbarg - Building O £33 a9/ 2015 EO2020
Canar: [nanclal Solutiche A0 furper, Soaenbary - Building A 233 a/ar 2018 IO 2020
Canan Financial 3olutions 4910 Axport Rosenberg - Building B 250 a/ar 2014 /O 2020
Canan Financigl Solutlons 400 Avenue F, Bay City 211 &luf20ls RS 2020
Lanon Financial Solukions 708 Avenue |, El Campo 35 9/9r2014 &Gy 2020
LCanan Financial Solulions 1460 Walnut Street, Columbus 197 0/er 2015 B9 20200
Canon Financial Solutions 5311 Avenue N, Rosenbearg 204 10712016 1012020
Cunon Financigl Solutions 5311 Avenue N, Rosenbem 794 10,2015 10512020
Fitney Bawes 4914 Alrpent, Gledg. G, Rosenberg, Toxas 20% 3302013 372920138
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Texana Center EXHIBIT -7
SORECE E £3= PROFESSICNAL ANCY CONSLY TING FEES
ROE THE YEAR ENDED AUGLIST 31,2017

[ LIALAD TEDY)
Name Lty Type of Sarvica Amaount

Fay and Hollimgton Architects Hauston Archibecluraf % 47,025
-andersen ke & Co Sugar Land Fnancial Audit 31,500
JEA Flealth LLC Hopelon Mexliczl 155,9%]
Rafael Guema, MD Haby Medical B.A58
Jan Rohinson, RN Hoyle Mursing 46,328
Jackscn & Coker Alpharetta, GA Modical fal, B0



Texana Center EXHIBIT C-8
SCHEDULE OF LEGAL SERIICES
FOR THE YEAR ENDED AUGUST 31,2017
fUNALENTED)

MName City Type of Service Amount
Chamberain, Hrdlicka, White,

Willams & Aughtry Hauston Legal 37,548
Chrick, Herrington & Sutcliffe LLP San Frandsoo Legal 5,000
Jdahn J. SLasray Callas .egal 5,240
Bourer Law Firm Princeton Legal 5,000
Leawis Prichais Bisgaard & Smith LLF Las Angeles Legal L.357
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EideBailly

(Pils & BUSINESS ADVISORS

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, each major fund, and the aggregate remaining fund
information of Texana Center (the Center), as of and for the year ended August 31, 2017, and
the related notes to the financial statements, which collectively comprise the Center’s basic
financial statements, and have issued our report thereon dated January 19, 2018. Our report
includes a reference to other auditors who audited the financial statements of Crossroads Villas,
the discretely presented component unit of the Center as described in our report on the
Center’s financial statements. This report does not include the results of the other auditors’
testing of internal control over financial reporting or compliance and other matters that are
reported on separately by those auditors.

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) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the
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.
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Our consideration of internal cantrol over fnancial reporting was for the limited purposs
doscritad in the first peragraph of this seclion and was nok desigred to identify all defidencies
in intcmal control that might be material weaknesses or sfgniflcant deliciencies, Given these
limitations, during our audit we did not identify any deficiencies n ntemal control that we
consider to be material weaknesses. However, matorial weaknessas may exist that have not
teen identified.

Compliance and Other Matters

As part of obtalnlng easonable assurance about whether the Center’s financial statements are
Free from matetial milsstatemenl, we performed bests of its compliance with certain provisions of
laws, rogulatons, contracts, and grant agreements, aoncompliance with which could have a
dirgct and material effect on the determination of financial statement amounts.  However,
providing an opinion on compliance with those provisions was ool an objectwe of aor audit, and
accordingly, we do not oxpress such an gpinion, The results of our tests disclosed no instances

of noncompliance ar gthor mattors that are required to be veported under Governent Auditing
Sandands.

Purpose of thiz Report

The purpose of thls reporl is solely to describe the scope of our testing of inkermal cantrol and
complianoe and the results of thal eslng, and nol to provide an opinion on the effectiveness of
the enfity's internafl cortrof or on complianes. This report is an integral part of an aodit
performicd in accordance with Sovermmenrt Audiing Standands in conslidering the entdly's
internat control and compliance. Accordingly, this communication is net suitable for amy other
purpose,

=
W~%@AN’J

r

Abilcne, Towas
January 18, 2018
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(Pils & BUSINESS ADVISORS

Independent Auditor’s Report on Compliance for Each Major
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, 2017. 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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Opiniot ort Exclt Major Federal and Siate Prograrn

In our opinlan, the Center complied, it all meterial respects, with the types of campliance
requiremants referred o above that could have a direct and material effecl on each of i magor
fiodeoral and stafe programs for the viear ended August 31, 2017,

Report on Intermnmal Control Over Compliance

Management of the Center is rospongible for ogtablishing and maintaining offectve intemal
conktral over campliznoe with the types of compliance reguirements refermred to above. In
planmirg and performing our audit of compliance, we considered the Center's internal control
over compliance with the types of requirements that could bave & direct and material effect on
each rajor federal or state program b2 determine the auediting procedures that are appropriate
in the circumstances for Lhe purpose of expressing @n opinien on complisnee for each major
feceral and state program and to test and reporl on Inlernal copleol over cormplianoe n
accordance with the Unifonm Guidance and TSAC, bub nob for the purpose of expressing an
Qpinign an the effectiveness of intemal control over complignee, Accordingly, we do not axpress
an opinion on the cfcctivencss of Ceptor's infetnal control aver complinnce.

A deficiency in imtemnal confral over compliannn cxists when the design or operation of @ 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 bype of
cormpliance requirement of 8 federal or state proegram on 3 timely basis. A material weakness in
intarma! confrod oler compdamce 15 a deldency, or combination of deficfencies, o intermal
contral aver compliznce, such that theps is a reasonable possibility thal malerial noneompliaroe
with @ Twpe of comphiance requirement of a federal of state program will not e prevented, or
detected and correctod, on a timoly basis. A sigafcarnt deffciency i infamal contod over
camaiiance is 3 deficicnoy, nr 3 combingtion of deficiencics, in internal control gver compliance
with a type ef compliance requirement of a federal or state program Ehat is loss severe than a
material weakness i intermdl contral veer coinpliance, yet important enoogh te mest altention
by those charged with governance.

Cur consideraton of internal control over campllance was [or Lhe limited purpose described in
the first paragraph of this saction and was not designed o ldentify afl defldencles In internat
control over compliance that might be materal weaknesses or significant deficiencies, We did
nok identify any deficicngics in intornal contrgl cuer compliance that we consider to be material
weaknesses. Haowever, material weaknesses may cxist that hawve net beon idontificd.

The purposs of this report on internal contral over compliance is solely to describe the scope of
our testing of intemal ronlrol over complianee and the resulks of that testing based on the

requiraments of the Uniform Guldance and TSAC. Accordingly, this report is Aok suitable for any
other purpose,

vl
;m,«.ﬁia/{.;, Let”

abilene, Texas
January 19, 20148
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Texana Center EXHIBIT D-1
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Texana Center
NOTES T SCHEDAE OF EXFENDITURES (OF STATE AND FEDFRAL AWARDS
YEAR ENDED AUGLIST 31, 2017

Genaral

The Schedule of Expenditures of State and Federal Awards presents the activiby of all applicable
state amd federal awards of Texana Center (the Center]. The Center's reporing ontity is
defined in Mote 1 of the basic financial statements. Skate and federal assistanco rocived
directly from state and federal agencies, as well as federal financial assistance passcd through
ather govermenkal agencies, are included on the Schedule of Exponditures of State and
Federal Awards.

The information I the Schedule of Expenditures of State and Federal Awards is proscnted in
accordance with the requirements of Tile 2 U.5. Code of Federal Regulations Part 200, i
Administrative Reguirarnants, Cost Prnciples, and Audit Reguirements for Fodora! Awsangs
tUnifarm fuidance). Berause the Schedule of Expendibures of State and Federal Awards
proscats only a selected portlon of Lhe operations of the Center, it is not intended to and doos
not present the financial posiion, ¢hanges in finandal position, or cash flows of the Conkor,

Basis of Accounting
The accompanying Schedule of Expenditures of State and Federal Awards is presented using

the modified accrual besis of accounting. The modified accrual basis of accounting s described
in Note tid) to the Center's basic financial statoments. Such expenditures are recognlzed
following the cost principles contained in the Uniform Guidanog or State of Texas Uniform Grant
Management Standards, wherein certain typos of cxpondibures are not allewable or are limited
85 19 reimbursement, State and federal grant funds are considored to be eamed to the extent
of experditures iade under the provisions of the grant, and, accordingly, when such funds are
received, they are recorded as unearned revenues until carned.

The format {or the accompanying schedule has been prescribed by the Toxas Department of
Health and Human Servives Commission Guidelines for Anrual Framcia! and Compliance Audits
oF Ceipardninys MHMR Ceaters, Such format includes revenue recognized in the Contor's basic
financial statements.
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Relationship 1o the Basic Financial Statements
State and faderal awards are reported in the Center’s basic finandal statements in the General
Fund.

Cettain federal gnd state programs have been exduded from the Schedule of Exponditures of
State and Federal Avwards, including monies received under the vender contract for Titlo XIX
HCS/IED and other Madicaid/Medicare funding for praviding patient services. These monies arc
reported &s local revenues in the basic finandal staterments. Also, the stato program oxcludod
from the schedule but reported as state funds in the basic financial statomcnts s Toxas
Cotrectional OfFice on COffenders with Medical or Mental Impaimments program. The federal and
state manles axcludad from the Schedule of Expenditures of State and Federal Awards an nob
cohsiderad federal or state awards as defined in the Uniform Guidanoe or Sfabe of Toxas Simgle
Auellt Circodar,

Proaram or Award Amounts

Armaounts Include contract/award amounts plus any additional reimbursement monics receivod in
fiscal vear 2017,

State Award Guldalines
State awsrds are sublect Lo Guioeines for Amous’ Financs’ and Comolamce Audits of

Carrminit)s Menral Sesith and Mamia! Refardabion Cenfers, Such guidelines are consistent with
those: required under the Single Audit Act ol 2996, Uniforrn Guidance, the Sfafe of Texas Smgle
Audhit Ciecodar and  Govermanent Acaiting Stamdaies, issusd by Lhe Comptroller General of the
nited States.

Subrecipients
The Center has not passed through any of its federal and state program awards to
subrecripicnts.

Indirect Cosks

The Centor has elected to use the 10 percent de minimis Indirect cost rate allowed under the
LIniform Guidance because the Center has nol been able to negofiake an indirect cost rate for
its fodoral awartds,
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Texana Center

SCREDLE £ OF FIMNINGS AND CUEATIONED COSTS
FEAR ENOED ALIGEST 3, 2087

PART I - SLIMMARY OF AUDITOR'S RESULTS

Financial Statemant Section;

Type of auditar's report issuwnd Unimcedified
Internal control over financial reporing:
= Material weaknesses identified? N
» Significant deficiencies identified, but not considorod
to be material weaknesses? None reparted
« MNoncaompliance material bz fingnoial skatements o
roled?

Faederal Awards Sectlon:

Intornal controt over major programs.,

»  Matorial weaknoss identificd ? Mo
»  Significant deficiencies identified, BUl not considersd o
be material wcaknesses? Mone roporhed
Type of auditors report on campliance for major prograrms Unmadificd

Any audit findings disciosed that are required o be reported in
accordance with the Lniform Guidancs or the State of Texas
stngle Audit Chrouelar? o

Identification of Major Programs:

MNarme of Federal Program CFDA Numhber
Mentat Health Block Grant 93958
Grants for Infants and Families with Disabilities —
Eany Ciifelifroad Irdenqerttion Prognam #24.131
Name of State Program

aoncral Rewenus (MH Adulk and 100D
Division for Early Childhood Intoreenkion

Dellar thresheld for distinguishing Type: A and B programs: 750, D00-Faderal
$478, 6(M-ctate
Audites quallfled as & low-Ask audites? YES
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Texana Center
SCAEOEE OF FINDINGS AND QUERTIONED COSTS
YEAR ENDED AUGUST 11, 2017

PART I - FINANCIAL STATEMENT FINDINGS

Mo Minaneial statement findings were noted.

PART ILI - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS SECTION

Mo foderal award findings were noted,
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Texana Center
ECHEDE F OF SRICHR AL FINOmnes
VEAR ENDED ALKSLIST 31, 2017

No prior vear federal award findings werg notod.
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EideBailly

(Pils & BUSINESS ADVISORS

To the Board of Trustees of
Texana Center:

In planning and performing our audit of the financial statements of the governmental activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund information of
Texana Center (the Center) as of and for the year ended August 31, 2017, in accordance with auditing
standards generally accepted in the United States of America, we considered the Center’s internal control
over financial reporting (internal control) as a basis for designing our auditing procedures 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 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.

Our consideration of internal control was for the limited purpose described in the first paragraph and
was not designed to identify all deficiencies in internal control that might be material weaknesses. In
addition, because of inherent limitations in internal control, including the possibility of management
override of controls, misstatements due to error or fraud may occur and not be detected by such
controls. 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.

This communication is intended solely for the information and use of management, the Board of

Trustees, and others within the organization, and is not intended to be and should not be used by
anyone other than these specified parties.

CZ/M %

Abilene, Texas
January 19, 2018
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