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INDEPENDENT AUDITORS' REPORT

Board of Directors
Communities In Schools of North Texas, Inc.

We have audited the accompanying statement of financial position of Communities In
Schools of North Texas, Inc. (a nonprofit organization) as of August 31, 2006, and the related
statements of activities and cash flows for the year then ended. These financial statements are
the responsibility of the Organization's management. 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 and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Communities In Schools of North Texas, Inc. as of August 31,
2006, and the changes in its net assets and its cash flows for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
December 10, 2006, in our consideration of the Organization's internal control over financial
reporting and our test of its compliance with certain provisions of laws, regulations, contracts
and grants. That report is an integral part of an audit performed in accordance with
Governmental Auditing Standards and should be read in conjunction with this report in

considering the results of our audit.
iy Bty Kok, T < oy

Hankins, Eastup, Deaton, Tonn & Seay
A Profession Corporation
Certified Public Accountants

December 10, 2006




COMMUNITIES IN SCHOOLS OF NORTH TEXAS, INC.

STATEMENT OF FINANCIAL POSITION
AUGUST 31, 2006

ASSETS

Current Assets:
Cash $ 63
Accounts Receivable 16,668
Due from State : 82,304
Due from other Governments 40,679
Total Assets 139.714

LIABILITIES AND NET ASSETS

Current Liabilities:

Accounts Payable $ 829
Total Current Liabilities 829

Net Assets:
Unrestricted , 138,885
Total Unrestricted 138,885
Total Liabilities and Net Assets $139.714

See Accompanying Notes to Financial Statements.
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OMMUNITIES IN SCHOOLS OF NORTH TEXAS, INC.

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED AUGUST 31, 2006

Temporarily
Unrestricted Restricted Total
Support and Revenue:
Support: :
Federal Grants ’ $ - $ 176,595 $ 176,595
State Grants - 574,152 574,152
Local Support - 574,064 574,064
Net Assets Released From Restrictions:
Satisfaction of Program Restrictions 1,324,811 (1,324,811)
Total Support and Revenue 1,324,811 - 1,324 811
Expenses:
Program Expenses 1,105,468 - 1,105,468
Administration 162,802 - 162,802
Fundraising 16,538 - 16,538
Total Expenses 1,284,808 - 1,284,808
Changes in Net Assets 40,003 - 40,003
Net Assets as of Beginning of Year 98,882 - 98,882
Net Assets as of End of Year $ 138,885 $ - § 138.885

See Accompanying Notes to Financial Statements.
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COMMUNITIES IN SCHOOLS OF NORTH TEXA

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED AUGUST 31, 2006

IN

Operating Activities
Change in net assets
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Accounts receivable '
Accounts Payable
Net cash used by operating activities
Net decrease in cash and cash equivalents
Cash and cash equivalents as of beginning of year

Cash and cash equivalents as of end of year

See Accompanying Notes to Financial Statements.
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$ 40,003

35,735
(9,196)

_ 66,542
66,542
(66.479)

$ 63



COMMUNITIES IN SCHOOLS OF NORTH TEXAS, INC.

NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2006

NOTE A — NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES
Communities In Schools of North Texas, Inc. is a nonprofit corporation chartered in 1993.
Communities In Schools is a program of the Texas Education' Agency which is an in-school
multi-disciplinary approach to decreasing the drop out rate in Texas schools.

Method of Accounting

The financial statements of the Communities In Schools of North Texas, Inc. have been
prepared utilizing the accrual basis of accounting.

Financial Statement Presentation

For the year ended August 31, 2005, the Communities In Schools of North Texas, Inc. followed
Statement of Financial Accounting Standards (SFAS) No. 117, Financial Statements of Not-For-
Profit Organizations. Under SFAS No. 117 the Organization 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.
In addition, the Organization is required to present a statement of cash flows.

Recognition of Donor Restricted Contributions

Support that is restricted by the donor is reported as an increase in unrestricted net assets if the
restriction expires in the reporting period in which the support is recognized. All other donor-
restricted support is reported as an increase in temporarily or permanently restricted net assets
depending on the nature of the restriction. When a restriction expires, temporarily restricted net
assets are reclassified to unrestricted net assets.

Donated Services

The value of donated volunteer services is not reflected in the accompanying financial
statements since there is no objective basis available by which to measure the value of such
services.

Income Tax Status

Communities In Schools of North Texas, Inc. is a not-for-profit organization that is exempt from
income taxes under Section 501(c)(3) of the Internal Revenue Code. The Organization has also
been classified as an entity that is not a private foundation.

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires the use of management's estimates.
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OMMUNITIES IN

HOOLS OF NORTH TEXAS, IN

NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2006

Cash and Cash Equivalents

Salaries

Payroll taxes

Employee Allowances

Group Health

Workers Compensation

Retirement

Teacher Retirement
On-behalf Payments

Unemployment Tax

Professional Services

Utilities & Telephone

Rentals

Social Work

Supplies

Travel

Insurance

Miscellaneous

Total

NOTE B — FUNCTIONAL EXPENSES

The following is a summary of functional expenses:

NOTE A — NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES (CONT.)

The Communities In Schools of North Texas, Inc. considers all highly liquid investments with a
maturity of three months or less when purchased to be cash equivalents.
equivalents for purposes of the statement of cash flows exclude permanently restricted cash
and cash equivalents.

Cash and cash

Expenses are charged directly to program or management in general categories based on
specific identification.

Program_ Administration = Fundraising Total

$ 840,747 $ 114,665 $ - $ 955,412
11,799 1,609 - 13,408

514 1800 - 2,314
59,811 4,245 - 64,056
4,052 514 - 4,566
12,194 631 - 12,825
47,789 10,454 - 58,243

585 - - 585
19,449 - - 19,449
3,909 907 - 4,816
25,933 16,790 - 42,723
1,638 - - 1,638
39,475 2,798 - 42,273
17,867 5,129 - 22,996
8,836 2,563 - 11,399
10,870 697 16,538 28,105
$1,105468 $ 162.802 $ 16,538 $1.284.808
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INDEPENDENT AUDITORS' REPORT
REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

o

Board of Directors
Communities in Schools of North Texas, Inc.

We have audited the financial statements of the Communities in Schools of North Texas, Inc. as
of and for the twelve months ended August 31, 2006, and have issued our report thereon dated
December 10, 2006.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in GOVERNMENT
AUDITING STANDARDS, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurarice about whether the Communities in Schools of North
Texas, Inc.’s financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grants, noncompliance
with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion.

The results of our tests disclosed no instances of noncompliance that are required to be
reported under GOVERNMENT AUDITING STANDARDS.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Communities in Schools of North
Texas, Inc.s internal control over financial reporting in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on the internal control over financial reporting.

. R

Our consideration of the internal control over financial reporting would not necessarily disclose
all matters in the internal control over financial reporting that might be material weaknesses. A
material weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements in
amounts that would be material in relation to the financial statements being audited may occur
and not be detected within a timely period by employees in the normal course of performing
their assigned functions. We noted no matters involving the internal control over financial
reporting and its operations that we consider to be material weaknesses.

- .




This report is intended for the information of management and appropriate state agencies and is
not intended to be used and should not be used by anyone other than these specified parties.
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Hankins, Eastup, Deaton, Tonn & Seay
A Professional Corporation
Certified Public Accountants

December 10, 2006



