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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors and Members
Circle C Homeowners Association, Inc.

We have audited the accompanying financial statements of Circle C Homeowners
Association, Inc., which comprise the balance sheet as of December 31, 2015, and the
related statement of revenues, expenses, and changes in members’ equity and cash flows
for the year then ended, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with accounting principles generaily accepted in the United
States of America; this includes the design, implementation, and maintenance of internal
contro] 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 an opinion on these financial statements based on our
audit. We conducted our audit in accordance with auditing standards generally accepted
in the United States of America. 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
Jjudgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity's internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Circle C Homeowners Association, Inc. as of December
31, 2015, and the results of its operations and its cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States of
America.

Required Supplementary Information

Management has omitted the information about the estimates of future costs of major
repairs and replacements that accounting principles generally accepted in the United
States of America require to be presented to supplement the basic financial statements.
Such missing information, although not a part of the basic financia! statements, is
required by the Financial Accounting Standards Board, who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. Our opinion on the basic financial stafements
is not affected by the missing information

Stephen M. Tilson PC
Austin, Texas
May 5, 2016




CIRCLE C HOMEOWNERS' ASSOCIATION, INC.

BALANCE SHEET
DECEMBER 31, 2013
ASSETS
CURRENT ASSETS
Cash - operating £  46,837.51
Cash - payroll 8,216.65
Cash - reserves 1,583.211.86
Accounis receivable 128,205.56
Alowance for doubtfui accounts (37,692.00)
Accounts receivable - deed restrictions 620.13
Prepaid insurance 36,809,17
TOTAL CURRENT ASSETS % 1,766,508.88
FIXED ASSETS
Land $ 15,597.60
Equipment 272,127.27
Furniture & Fixtures 35,077.65
Compter Equipment 27,400.20
Circle C Community Center 4,081,938.53
Circle C Community Center Furniture & Fixtures 354,510.91
Playscape 26,502.28
Avana Pool 15,806.80
Accumulated depreciation (859,382.13)
TOTAL FIXED ASSETS
$ 3,969,579.11
TOTAL ASSETS § 5,736,087.99
LIABILITIES AND MEMBERS' EQUITY
CURRENT LIABILITIES
Accounts payable 3 15,618.94
Accounts payable - architectural control 1,140.00
Sales tax payable 213.55
Swimming deposits 3,921.56
Payroll taxes payable 5,752.54
Prepaid assessments 8,842,77
Security deposit payable 500.00
TOTAL CURRENT LIABILITIES $ 3598936
TOTAL LIABILITIES $ 3598936
MEMBERS' EQUHTY
Unrestricted members' equity $ 4,251,526.03
Designated reserves - amenity center 977,406.96
Excess of revenues over expenses 471,165.64
TOTAL MEMBERS' EQUITY $ 5,700,098.63
TOTAL LIABILITIES AND MEMBERS' EQUITY $ 5,736,087.99

See accountants’ report.



CIRCLE C HOMEQOWNERS' ASSOCIATION, INC,
STATEMENT OF REVENUES, EXPENSES, AND CHANGE IN MEMBERS' EQUITY
YEAR ENDED DECEMBER 31, 2015

REVENUES
HOMEOWNER INCOME
Homezownets dues $ 2,803,291.00
Resale certificates 54,600.00
Transfer fees 94,500.00
Avana Poof contribution 42,700.00
Late fees 20,022.03
Lien fees 840.00
Filing fees 2,066.42
NSF Fee Income 250.00
Callection Fee Income 414.37
$ 3,020,683.91
ARCHITECTURAL REVIEW
Architectural review fees $  80,170.00
£ 80,170.00
RENTAL INCOME
Office rent b 8,378.00
Grill rent 6,600.00
5 14,373.00
AQUATICS INCOME
Programming $  B5486.25
Pool programs - swim team 165,366.00
Guest fees / facility rentals 53,160.82
$  305013.07
CIRCLE C COMMUNITY CENTER INCOME
Facility reatals $  42517.00
5 42517.00
LANDSCAPE REIMBURSEMENTS
Stratus Yandscape reimbursement $ 9700000
City of Austin landscape reimbursement 17,600.60
$  114,600.00
INTEREST INCOME
Interest income L4 1,462.61
Interest incoine - collections 8,92541
Sales tax timely file discount 129
§  10,389.31
TOTAL REVENUES % 3,587,751.29
EXPENSES
COMMON AREAS SERVICES
{.andscape maintenance contract $ 861,312.84
Landscape repairs 54,524.51
Landscape utilities - water 181,822.13
Landscape utilities - efectric 32,068.70
Tree pruning 14,940.69
Fence repairs & meintenance 7,011.95
Elsctrical repairs & maintcrance 9,624.64

Neighborhood repairs £ maintenance

DEPRECIATION/AMORTIZATION EXPENSE
Diepreciation

Subtotal expenses

1494538

$ 180.324.51

See accountants’ report.

$ 1,176,250.84

S 18052451

§ 1,356,575.35



CIRCLE C HOMEOWNERS' ASSOCIATION, INC.
STATEMENT OF REVENUES, EXPENSES, AND CHANGE IN MEMBERS' EQUITY
YEAR ENDED DECEMBER 31, 2015

{continued}
Subtotat expenses % 1.356,575.35
FINANCIAL MANAGEMENT
Financial management services £ 91,369.70
Resale certificate expense 9.462.16
Lien filing fees 1,768.00
Bank charges 25,282.50
Annuat audit and tax preparation 7,000.00
§ 134,88236
AQUATICS EXPENSES
Water utilities § 2448102
Gas utilities 21,760.50
Electric utilities 28,775.9%
Telephone utilities 2,710.54
Administrative 36,836.39
Avana Pool ) 25,279.64
Contract repair / maintenance 23,641.30
Non-contract {rrigation repairs 2488.43
Swim building maintenance 39,545.81
Pool maintenance 38,409.43
Pool supplies 2,866.96
Pool supplies - chemical 47,156,.14
Siaff salaries 463,111.97
Program salaries 3588111
Swim Team salaries 79,434.97
Program expense 4,375.40
Swim Team expenses 15,079.59
$ 88883567
ARCHITECTURAL REVIEW
Architectural review 5 3417938
£ 3417938
LEGAL
Legal § 752495
3 7.524.95
TAXES
Properly taxes b 4,685.33
$ 4,685.33
INSURANCE
Insurance - property & liability 5 5023483
Insurance - D&OD 8,130.00
insurance - workess compensation 28,525.57
$ 8689045
COMMUNITY ENHANCEMENT
Donations 3 780.00
Associntion memberships 325.00
$ 1,105.00
Subtotal expenses $ 2,514,678.49

See accountants” repori.



CIRCLE C HOMEOWNERS' ASSOCIATION, INC.,
STATEMENT OF REVENUES, EXPENSES, AND CHANGE IN MEMBERS' EQUITY

Subtotal expenses

CAPITAL / RESERVE EXPENSES

Bed upgrades
Irrigation infeasttucture
Pool covers
Monuments

Rock / masonry work
Loss from sale of assets
Tree planting

Trash cans

CIRCLE C COMMUNITY CENTER

CCCC water

COOC electric

Utilities - tefephone

Evenls salaries

CCCC furniture

CCCC building maintenance
Contract landscape majnienance
Non-contract Jandscape maintenance

HOA OPERATIONS

Office supplies

Cffice equipment & maintenance
Postage / delivery HOA office

Web operations HOA office
Printing HOA office

HOA meetings

Deed restrictions

HOA special events

Miscellapeous operational expenses

HOA MANAGEMENT

Management salaries
Maintenance salaries
Management payroll taxes
Maintenance payrolf iaxes
Mileage reimbursement
Health insurance stipend
Continuing education

TOTAL EXPENSES

EXCESS OF REVENUES QVER EXPENSES

MEMBERS' EQUITY

Beginning of year
Designated reserves - amenity center

End of year

YEAR ENDED DECEMBER 31, 2015

(continued)

5 10,525.30
24,999.00
546.66
17,166.33
9,403.50
3,648.79
8,000.060

278551

5 1493914
23,646.24
§.133.1
4,094.25
1,220.36
24,845.77
23,641 80

29915

$ 423168
6,471.51
11,373.02
3,076.14
1,228.16
34521
3,935.68
35,471.20
379.99

5 165,496.65
12,7797
14,715.90
10,601.60
6,207.67
32,400.00
£93.97

See accountanis® report.

§ 2514,678.49

5  79,039.09

3 103,520.52

£ 66,513.99

S 35283356

§ 3,116,585.65

$ 47116564

4,251,526.03

3 3,700,098.63



CIRCLE C HOMEOWNERS' ASSOCIATION, INC.
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2015
OPERATING ACTIVITIES:
EXCESS OF REVENUES OVER EXPENSES 5 47L165.64

ADJUSTMENT TO RECONCILE EXCESS OF REVENUES OVER EXPENSES TO
NET CASH PROVIDED BY OPERATING ACTIVITIES:

DEPRECIATION £ 18032451

CHANGES IN OPERATING ASSETS AND LIABILITIES

(INCREASE) DECREASE IN ACCOUNTS RECEIVABLE - ASSESSMENTS $  27573.39
(INCREASE) DECREASE IN PREPAID INSURANCE 35,470.50
INCREASE (DECREASE) IN ACCOUNTS PAYABLE 22639
INCREASE (DECREASE) IN PREPAID ASSESSMENTS (7,370.60)
INCREASE (DECREASE) IN PAYROLL TAXES 489.29
INCREASE (DECREASE) DUE TO PRIOR PERIOD ADJUSTMENTS 4,010.02
NET CASH PROVIDED BY (USED BY) OPERATING ACTIVITIES §  711.889.64
INVESTING ACTIVITIES:
PURCHASE OF FIXED ASSETS $  (10,048.00)
DISPOSITION OF FIXED ASSETS 5,648.79
NET CASH PROVIDED BY (USED BY) INVESTING ACTIVITIES 3 (439821)
FINANCING ACTIVITIES:
i S
NET CASH PROVIDED BY (USED BY) FINANCING ACTIVITIES $ -
NET INCREASE (DECREASE) IN CASH 707,490.43
CASH AND EQUIVALENTS AT 12/31/2014 930,775.59
CASH AND EQUIVALENTS AT 12/3172015 $ 1,638,266.02

SUPPLEMENTAL DISCLOSURE:
INCOME TAX PAID % -

FRANCHISE TAX PAID $ -

See accountants’ report.



CIRCLE C HOMEOWNERS ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

Note 1: NATURE OF ORGANIZATION

Circle C Homeowners Association, Inc. (the Association) was incorporated on March 8,
1988 in the State of Texas as a non-profit corporation for the purposes of operating an
association for the social welfare and benefit of the lot owners and to preserve and
maintain the common property which includes landscaped common areas owned by the
City of Austin, the Circle C Pool facility and the Circle C Community Center. The
Association consists of approximately 5,377 lots as of December 31, 2015. The
Association is located in Austin, Travis County, Texas.

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Basis of Accounting

These audited financial statements have been prepared on the accrual basis method of
accounting. Using this method of accounting, revenues and accounts receivable are
recognized when earned regardless of when cash is received. Revenues received prior to
being earned are reported as prepaid assessments. Expenses and accounts payable are
recognized when the obligation is incurred regardless of when cash is disbursed.
Expenses paid before being obligated are reported as prepaid expenses.

Accounts Receivable
Assessments receivable at December 31, 2015 represent assessments due from

homeowners. Prepaid assessments at December 31, 2015 represent assessments paid in
advance by homeowners. The Association values accounts receivable using an atfowance
for uncollectible accounts. The Association estimates the collectibility of assessments
receivable and adjusts the allowance accordingly.

Fixed Assets

The Association capitalizes all common property and equipment to which it has title or
other evidence of ownership. Property not capitalized at December 31, 2015 includes
approximately three lots donated by a homebuilder and twenty common areas. The
Association is responsible for preserving and maintaining the common property.

Personal property acquired by the Association is recorded at cost and property
contributed to the Association by the developer is recorded at estimated fair market value
at the date of contribution. Property and equipment is depreciated over the useful life of
the property using the straight line method of depreciation. Depreciation expense for
2015 was approximately $180,324.



CIRCLE C HOMEOWNERS ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
{(Continued)

Member Assessments
Association members are subject to semi-annual assessments that provide funds for the

Association’s operating expenses, fixed asset purchases, capital acquisitions, and major
repairs and replacements. The Association may make special assessments from time to
time as approved by a vote of 2/3 of the property owners.

The Association’s policy is to place liens on owner’s lots whose assessments are one
hundred twenty days or more delinquent. Any excess assessments at year-end are
retained by the Association for use in the succeeding year.

Note 3: FEDERAL INCOME TAXES

The Association may annually elect to be taxed as a regular corporation under Internal
Revenue Code Section 277 or as a homeowners® association under Internal Revenue
Code Section 528. The Association elected to be taxed as a homeowners® association for
the year ended December 31, 2015, Taxable income arises from amounts received from
nonmembers of the Association including interest earned on reserve funds. The
Association had no federal income tax liability for 2015.

The Association is required to file either Form 1120, U.S. Corporation Income Tax
Return, or Form 1120-H, U.S. Income Tax Return for Homeowners Associations. These
tax returns are subject to examination by the Internal Revenue Service for a three year
period from the later of the original due date of the return or the date the tax return was
filed. As a result, the Association’s federal income tax returns for 2012, 2013 and 2014
are open to examination by the Internal Revenue Service as of December 31, 2015.

Note 4: FUTURE MAJOR REPAIRS AND REPLACEMENTS

The Association has not conducted a study to determine the remaining useful lives of the
components of common property and current estimates of costs of major repairs and
replacements that may be required in the future. The board has also not developed a plan
to fund those needs. When replacement funds are needed to meet future needs for major
repairs and replacements, the Association has the right to increase regular assessments,
pass special assessments, or delay major repairs and replacements until funds are
available. The effect on future assessments has not been determined at this time.

To date the Association has funded actual major repairs and replacements from operating
fund assessments as expenditures were required. The Association budgets on an annual
basis for anticipated major repairs and replacement expenditures.




CIRCLE C HOMEOWNERS ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
(Continued)

Note 5: LANDSCAPING INCOME

The Association collected $97,000 during 2015 from a developer that owns several
properties in the Circle C development. The developer has agreed to reimburse the
Association for landscaping costs associated with its various development projects.

In addition, the Association has entered into an agreement with the City of Austin that
requires the City of Austin to reimburse the Association for the costs of landscaping
certain areas that lie within the Circle C development, In 2015, the Association bilied the
City of Austin $17,600 for reimbursement of landscaping expenses according to the
agreement.

Note 6: CONCENTRATION OF CREDIT RISK

The Association maintains its cash accounts at three separate financial institutions. Accounts at a
bank are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000. For the
year ended December 31, 2015 funds on deposit with one institution exceeded $250,000.
Management believes no significant risk exists with respect to cash and cash equivalents.

Note 7: RELATED PARTY TRANSACTIONS

The association contracts with two companies owned by one of the association members
for landscaping and architectural review services. The association spent approximately
$1,048,062 for landscape services during 2015 and $32,261 for architectural review
services during 2015,

In addition the member rents office space from the association. Total rent received in
2015 from the association member was approximately $8,378.

Note 8: SUBSEQUENT EVENTS
The Association has evaluated subsequent events through May 5, 2016, the date the

financial statements were available to be issued, and no events have occurred from the
balance sheet date through that date that would impact the financial statements.



