
MIDWAY INDEPENDENT SCHOOL DISTRICT 

EDUCATION FOUNDATION, INC. 
 

 

 

FINANCIAL STATEMENTS 

 

 

FOR THE YEAR ENDED 

DECEMBER 31, 2016 
 

 

 
(WITH INDEPENDENT AUDITORS’ REPORT THEREON) 



MIDWAY INDEPENDENT SCHOOL DISTRICT 

EDUCATION FOUNDATION, INC. 

  
TABLE OF CONTENTS 

 

 

 

 Page 

 Number 

 

 

Independent Auditors’ Report .......................................................................................... 1 – 2 

 

 

FINANCIAL STATEMENTS 

 

   Statement of Financial Position .................................................................................... 3 

 

   Statement of Activities .................................................................................................. 4 

 

   Statement of Cash Flows .............................................................................................. 5 

 

   Notes to Financial Statements ....................................................................................... 6 – 11 

 



401 WEST HIGHWAY 6  P. O. BOX 20725  WACO, TX 76702-0725  (254) 772-4901  FAX: (254) 772-4920  www.pbhcpa.com 

AFFILIATE OFFICES: HILLSBORO, TX (254) 582-2583  HOUSTON, TX (281) 671-6259 
RIO GRANDE VALLEY, TX (956) 544-7778  TEMPLE, TX (254) 791-3460   ALBUQUERQUE, NM (505) 266-5904 

  

 

INDEPENDENT AUDITORS’ REPORT 

 

 

Board of Directors 

   Midway Independent School District 

   Education Foundation, Inc. 

Waco, Texas 

 

 We have audited the accompanying financial statements of the Midway Independent School 

District Education Foundation, Inc. (nonprofit organization), which comprise the statement of 

financial position as of December 31, 2016, and the related statements of activities 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 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 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 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 opinion. 
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Opinion 

 

 In our opinion, the financial statements referred to above present fairly, in all material respects 

the financial positon of Midway Independent School District Education Foundation, Inc. as of December 

31, 2016, and the changes in their net assets and their cash flows for the year then ended, in conformity 

with accounting principles generally accepted in the United States of America. 

 

 
Waco, Texas 

July 11, 2017 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

FINANCIAL STATEMENTS 
 



Current Assets:

   Cash and cash equivalents 267,634$        

   Short term certificates of deposit 302,599       

   Unconditional promises to give (net of allowance

      for uncollectable of $2,500) 73,467         

   Prepaid expenses 563                

            Total Current Assets 644,263       

Non-Current Assets:

    Long term certificates of deposit 118,295         

    Securities in investment portfolio 1,056,941    

            Total Non-Current Assets 1,175,236      

            Total Assets 1,819,499$     

Current Liabilties:

   Grants payable 169,265$        

            Total Current Liabilities 169,265       

Net Assets:

    Unrestricted 1,569,942

    Temporarily restricted 80,292         

            Total Net Assets 1,650,234    

            Total Liabilities and Net Assets 1,819,499$     

See independent auditors' report and notes to financial statements.

MIDWAY INDEPENDENT SCHOOL DISTRICT

EDUCATION FOUNDATION, INC.

STATEMENT OF FINANCIAL POSITION

FOR THE YEAR ENDED DECEMBER 31, 2016

ASSETS

LIABILITIES AND NET ASSETS
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Unrestricted

Temporarily 

Restricted Total

Support and Revenue

      General contributions  362,819$     -$              362,819$      

      Interest and dividend income 22,503      -                22,503        

      Unrealized gains (losses) 21,973      -                21,973        

      General contributions  -          4,196           4,196          

               Total Support and Revenue 407,295    4,196           411,491$      

Net Assets Released from Restrictions 3,159        3,159)(           -            

              Total Support, Revenue, and Other Support 410,454    1,037           411,491      

   Expenses 

      Program services:  

         Educational programs and activities 237,582    -                237,582      

      Support services: 

         General and administrative 39,537      -                39,537        

               Total Expenses 277,119    -                277,119        

INCREASE (DECREASE) IN NET ASSETS 133,335    1,037           134,372      

NET ASSETS, BEGINNING OF YEAR 1,436,607 79,255           1,515,862   

NET ASSETS, END OF YEAR 1,569,942$ 80,292$         1,650,234$   

See independent auditors' report and notes to financial statements.

2016

MIDWAY INDEPENDENT SCHOOL DISTRICT

EDUCATION FOUNDATION, INC.

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2015
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CASH FLOWS FROM OPERATING ACTIVITIES

   Change in net assets 134,372$          

   Unrealized gains on investment 21,973           

   Adjustments to reconcile change in net assets to net

      cash provided by operating activities:

         (Increase) decrease in accounts receivable 16,063           

         Increase (decrease) in grants payable 45,668           

                  Net Cash Provided by Operating Activities 218,076         

CASH FLOWS FROM INVESTING ACTIVITIES

   Purchase of investment securities 192,814)(         

   Purchase of certificates of deposit 1,637             

   Interest on investments 22,503           

                  Net Cash Used by Investing Activities 168,674)(         

NET DECREASE IN CASH AND CASH EQUIVALENTS 49,402           

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 218,232         

CASH AND CASH EQUIVALENTS, END OF YEAR 267,634$          

See independent auditors' report and notes to financial statements.

MIDWAY INDEPENDENT SCHOOL DISTRICT

EDUCATION FOUNDATION, INC.

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2016
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MIDWAY INDEPENDENT SCHOOL DISTRICT 

EDUCATION FOUNDATION, INC. 

 
NOTES TO FINANCIAL STATEMENTS 

 

FOR THE YEAR ENDED DECEMBER 31, 2016 

 

 

 1. ORGANIZATION 

 

Midway Independent School District Education Foundation, Inc. (the Foundation) is a Texas 

nonprofit corporation chartered on February 10, 1999.  The purpose for organizing the 

Foundation is to perform charitable activities within the meaning of Internal Revenue Code 

Section 501 (c)(3).  Specifically, the Foundation is organized to support educational programs 

for both the student and staff personnel of the Midway Independent School District.  The 

Foundation provides funds to enhance educational programs and activities which either have not 

been funded or have been under funded by the normal operating budget. 

 

 

 2. SIGNIFICANT ACCOUNTING POLICIES 
 

Basis of Accounting 

 

The accompanying financial statements of the Foundation have been prepared on the accrual 

basis of accounting and, accordingly, reflect all significant receivables, payables, and other 

liabilities. 

 

Basis of Presentation 

 

The Foundation is required to report information regarding its financial position and 

activities according to three classes of net assets: unrestricted net assets, temporarily 

restricted net assets, and permanently restricted net assets. 

 

Cash and Cash Equivalents 

 

For the purpose of the Statement of Cash Flows, the Foundation considers all highly liquid 

investments with an initial maturity of three months or less to be cash equivalents. Invested 

cash and cash in accounts of investment custodians, is excluded from this definition. 

 

Investments 

 

The Foundation carries its investments in marketable securities with readily determinable fair 

values.  Investment income (including gains and losses on investments, interest and dividends) 

is included in the statements of activities as increases or decreases in unrestricted net assets 

unless the income or loss is restricted by donor or law. 
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Grants Payable 

 

Grants payable represents all unconditional grants that have been authorized but remain 

unpaid as of the statement of financial position date.  Conditional grants are expensed and 

considered payable in the period the conditions are substantially satisfied.  There were no 

conditional grants at December 31, 2016. 

 

Public Support and Revenue 

 

Contributions received are recorded as unrestricted, temporarily restricted, or permanently 

restricted support, depending on the existence and/or nature of any donor restrictions. 

 

Contributions of cash and other assets are reported as temporarily restricted support if they 

are received with donor stipulations that limit the use of the donated assets. When a donor 

restriction expires, that is, when a stipulated time restriction ends or purpose restriction is 

accomplished, temporality restricted net assets are reclassified to unrestricted net assets and 

reported in the statement activities as net assets released from restrictions. Contributions 

received with donor-imposed restrictions that are met in the same year in which the 

contributions are received are classified as unrestricted contributions. 

 

Donor restricted contributions and investments are classified as permanently restricted. 

Investment earnings available for distribution are recorded in unrestricted net assets. 

Investment earning with donor restrictions are recorded in temporality or permanently 

restricted net assets based on the nature of the restrictions.  

 

Donated Services 

 

The financial statements include $51,562 for donated services for the year ended December 

31, 2016. Certain corporations are approached to donate goods and services that the 

Foundation would typically be required to purchase in order to carry out Foundation 

programs and promotions.  These donated goods include, but are not limited to, the donation 

of food and catering, retail items, and professional services.  

 

Unconditional Promises to Give 

 

Donations or unconditional promises to give are recognized as revenues or gains in the 

period received and as assets, decreases of liabilities, or expenses depending on the form of 

the benefits received.  Conditional promises to give are recognized only when the conditions 

on which they depend are substantially met and the promises become unconditional. 

 

Unconditional promises to give are stated at the amount management expects to collect from 

outstanding pledges.  Unconditional promises to give as of year-end for the Foundation, 

including the applicable allowances for uncollectible accounts, are as follows: 

 

Due within one year 70,466$            

One to five years 5,501             

Less:  allowance for uncollectible accounts 2,500)(             

Total 73,467$            
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Expense Allocation 

 

Directly identifiable expenses are charged to programs and supporting services. Expenses 

related to more than one function are charged to programs and supporting services on the 

basis of periodic time and expense studies. Management and general expenses include those 

expenses that are not directly identifiable with any other specific function but provide for the 

overall support and direction of the Foundation.  

 

Classification of Net Assets 

 

In accordance with ASC 958, Not-for-Profit Entities, the Foundation reports information 

regarding its financial position and activities according to three classes of net assets: 

 

 Unrestricted Net Assets  

 

Unrestricted Net Assets represent resources over which the Board of Directors has 

discretionary control and can be used currently for the general purposes of the 

Foundation in accordance with its bylaws.  These designations of unrestricted resources 

by the governing board do not have the same legal requirements as do restrictions of 

funds. 

 

Temporarily Restricted Net Assets 

 

Temporarily restricted net assets represent resources currently available for use, but 

expendable only for those operating purposes or time restriction specified by the donor.  

 

Permanently Restricted Net Assets 

 

Permanently restricted net assets represent principal amounts of gifts and bequests which 

have been accepted with the donor stipulation that the principal be maintained intact in 

perpetuity or a specified period, with only the income to be utilized. The Foundation had 

no permanently restricted net assets as of December 31, 2016. 

 

Estimates 

 

The preparation of financial statements in conformity with U.S. generally accepted accounting 

principles requires management to make estimates and assumptions that affect the reported 

amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of 

the financial statements and the reported amounts of revenues and expenses during the 

reporting period. The significant estimate included in the financial statements is the fair value 

of investments and the allowance for uncollectible accounts. Actual results could differ from 

those estimates.  

 

Income Taxes 

 

The Foundation has been granted exemptions from federal income taxes under Section 

501(c)(3) of the Internal Revenue code. As such, no provision for income taxes is reflected in 

the financial statements. 

 



 

 

9 

The accounting standards on accounting for uncertainty in income taxes address the 

determination of whether tax benefits claimed or expected to be claimed on a tax return 

should be recorded in the financial statements. Under that guidance, the Foundation may 

recognize the tax benefit from an uncertain tax position only if it is more likely than not that 

the tax position will be sustained on examination by taxing authorities based on the technical 

merits of the position. Examples of tax positions include the tax-exempt status of the 

Foundation and various positions related to the potential sources of unrelated business 

taxable income (UBIT). The tax benefits recognized in the financial statements from a tax 

position are measured based on the largest benefit that has a greater than 50% likelihood of 

being realized upon ultimate settlement. There were no unrecognized tax benefits identified 

or recorded as liabilities for fiscal year 2016. 

 

The Foundation files its forms 990 in the U.S. federal jurisdiction and the office of the state’s 

attorney general for the State of Texas. The Foundation is generally no longer subject to 

examination by the Internal Revenue Service for years before 2013.  

 

 

 3. TEMPORARILY RESTRICTED NET ASSETS 

 

The Foundation has net assets that are classified as temporarily restricted net assets.  

Temporarily restricted net assets exist due to support for a particular project, donor restrictions or 

time restrictions.  The Foundation has temporarily restricted net assets due to donor specified 

funds and pledges for the Moss Endowment Fund and the Visionary Club. 

 
Temporarily restricted net assets:

   Moss Scholarship funds 74,791$         

   Visionary Club 5,501          

   Total temporarily restricted net assets 80,292$         
 

 

 

   4.      CERTIFICATES OF DEPOSIT  
 

Certificates of deposit totaling $420,894 as of December 31, 2016, are included in accompanying 

financial statements. The certificates bear interest at various rates and have maturities ranging from 

twelve to twenty-four months, with penalties for early withdrawal. Any penalties for early 

withdrawal would not have a material effect on the financial statements.  
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 5. INVESTMENTS 

 

Securities held by the Foundation at a financial institution in Texas consist of the following as of 

December 31, 2016: 

 

 

Unrealized

Cost Basis Gain/(Loss) Market Basis

Cash and equivalents 46,250$              -$                 46,250$          

Common Stock

US Stocks 389,228           98,248             487,476       

International Stocks 252,904           42,854)(             210,050       

Index fund 120,606           62,689             183,295       

Fixed Income

Treasury Stock 129,775           95                    129,870       

Total Investment Securities 938,763$            118,178$            1,056,941$     

December 31, 2016

 
 

 

 6. FAIR VALUE MEASUREMENTS 

 

FASB ASC 820, Fair Value Measurement, clarifies that fair value is an exit price, representing the 

amount that would be received to sell an asset or paid to transfer a liability in an orderly transaction 

between market participants. This guidance establishes a fair value hierarchy that prioritizes the 

inputs to valuation techniques used to measure fair value. The hierarchy gives the highest priority 

to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 

measurements) and the lowest priority to unobservable inputs (Level 3 measurements). The three 

levels of the fair value hierarchy under this guidance are described below. 

 

 Level 1 – Valuations for assets and liabilities traded in active exchange markets. 

Valuations are obtained from readily available pricing sources for market 

transactions involving identical assets or liabilities. 

 

 Level 2 – Valuations for assets and liabilities traded in less active dealer or 

broker markets. Valuations are obtained from third party pricing services for 

identical or comparable assets or liabilities which use observable inputs other 

than Level 1 prices, such as quoted prices for similar assets or liabilities; quoted 

prices in active markets that are not active; or other inputs that are observable or 

can be corroborated by observable market data for substantially the full term of 

the assets or liabilities. 
 

 Level 3 – Unobservable inputs that are supported by little or no market activity 

and that are significant to the fair value of the assets or liabilities.  

 

In estimating fair value, the Foundation utilizes valuation techniques that are consistent with the 

market approach, the income approach, and/or the cost approach.  Such valuation techniques are 

consistently applied.   

 

The fair value of the investment in common stocks is based on quoted prices in active markets. The 

following summarizes how the fair values of the investments were determined. 
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Fair values of assets measured on a recurring basis at December 31, 2016 are as follows:  

 

December 31, 2016 Fair Value

Cash and equivalents 46,250$               -$                     46,250$                 

Common Stock

US Stocks 487,476            487,476             -                    

International Stocks 210,050            210,050             -                    

Index fund 183,295            183,295             -                    

Fixed Income

Treasury Stock 129,870            -                   129,870              

Total at December 31, 2016 1,056,941$          880,821$              176,120$               

Quoted Prices in 

Active Markts for 

Identical Assets 

(Level 1)

Quoted Prices 

Similar Assets 

(Level 2)

Fair Value Measurements at Reporting Date Using

 
 

 

 7. CONCENTRATION OF CREDIT AND MARKET RISK 

 

The Foundation maintains cash balances at several financial institutions located in Texas. All 

noninterest and interest bearing accounts are insured by the Federal Deposit Insurance 

Corporation (“FDIC”) up to $250,000.  As of December 31, 2016, the Foundation’s uninsured 

cash balances were $6,909. 

 

Investments consist primarily of stocks in U.S. companies. Accordingly, these stocks are 

susceptible to changes in the U.S. economy and stock market. 

 

 

 8. SUBSEQUENT EVENTS 

 

Management has evaluated subsequent events through July 11, 2017, the date the financial 

statements were available to be issued. No events have occurred subsequent to the statement of 

financial position date that would require adjustments to, or disclosure in, the financial statements. 

 


