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Independent Auditor's Report 

Board of Directors 
Harris County Municipal Utility District No. 532  
Harris County, Texas 

Opinions 
We have audited the financial statements of the governmental activities and the general fund of Harris County 
Municipal Utility District No. 532 (the District), as of and for the year ended December 31, 2024, and the related 
notes to the financial statements, which collectively comprise the District's basic financial statements as listed in 
the table of contents. 

In our opinion, the accompanying financial statements present fairly, in all material respects, the respective financial 
position of the governmental activities and the general fund of the District, as of December 31, 2024, and the 
respective changes in financial position thereof for the year then ended in accordance with accounting principles 
generally accepted in the United States of America. 

Basis for Opinions 
We conducted our audit in accordance with auditing standards generally accepted in the United States of America 
(GAAS). Our responsibilities under those standards are further described in the Auditor's Responsibilities for the 
Audit of the Financial Statements section of our report. We are required to be independent of the District and to 
meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit. 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinions. 

Responsibilities of Management 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, and for 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. 

In preparing the financial statements, management is required to evaluate whether there are conditions or events, 
considered in the aggregate, that raise substantial doubt about the District's ability to continue as a going concern 
for 12 months beyond the financial statement date, including any currently known information that may raise 
substantial doubt shortly thereafter. 

Auditor's Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinions. 
Reasonable assurance is a high level of assurance, but is not absolute assurance and, therefore, is not a guarantee 
that an audit conducted in accordance with GAAS will always detect a material misstatement when it exists. The 
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from 
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error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations or the override of internal 
control. Misstatements are considered material if there is a substantial likelihood that, individually or in the 
aggregate, they would influence the judgment made by a reasonable user based on the financial statements. 

In performing an audit in accordance with GAAS, we: 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 
• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or 

error, and design and perform audit procedures responsive to those risks. Such procedures include 
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. 

• Obtain an understanding of internal control relevant to the audit 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 District's internal control. Accordingly, no such opinion is expressed. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluate the overall presentation of the financial statements. 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise 
substantial doubt about the District's ability to continue as a going concern for a reasonable period of time. 

We are required to communicate with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit, significant audit findings and certain internal control-related matters that we identified 
during the audit. 

Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that the management's discussion 
and analysis and budgetary comparison schedule, as listed in the table of contents, be presented to supplement 
the basic financial statements. Such information is the responsibility of management and, although not a part of the 
basic financial statements, is required by the Governmental 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. We have applied certain limited procedures to the required supplementary information in 
accordance with auditing standards generally accepted in the United States of America, which consisted of inquiries 
of management about the methods of preparing the information and comparing the information for consistency with 
management's responses to our inquiries, the basic financial statements and other knowledge we obtained during 
our audit of the basic financial statements. We do not express an opinion or provide any assurance on the 
information because the limited procedures do not provide us with sufficient evidence to express an opinion or 
provide any assurance. 

Supplementary Information 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise 
the District’s basic financial statements. The accompanying schedules required by the Texas Commission on 
Environmental Quality listed in the table of contents are presented for purposes of additional analysis and are not 
a required part of the basic financial statements. Such information is the responsibility of management and was 
derived from and relates directly to the underlying accounting and other records used to prepare the basic financial 
statements. Such information has not been subjected to the auditing procedures applied in the audit of the basic 
financial statements, and accordingly, we do not express an opinion or provide any assurance on it. 

 

Houston, Texas 
May 13, 2025 
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Overview of the Financial Statements 
This discussion and analysis is intended to serve as an introduction to the District's basic financial statements. The 
District's basic financial statements are comprised of three components: 1) government-wide financial statements, 
2) fund financial statements and 3) notes to financial statements. This report also contains supplementary 
information required by the Governmental Accounting Standards Board and by the District's state oversight agency, 
the Texas Commission on Environmental Quality (the Commission).  

In accordance with required reporting standards, the District reports its financial activities as a special-purpose 
government. Special-purpose governments are governmental entities which engage in a single governmental 
program, such as the provision of water, sanitary sewer and drainage services. Other activities, such as the 
provision of recreation facilities and solid waste collection, are minor activities and are not budgeted or accounted 
for as separate programs. The financial statements of special-purpose governments combine two types of financial 
statements into one statement. These two types of financial statements are the government-wide financial 
statements and the fund financial statements. The fund financial statements are presented on the left side of the 
statements, a column for adjustments is to the right of the fund financial statements and the government-wide 
financial statements are presented to the right side of the adjustments column. The following sections describe the 
measurement focus of the two types of statements and the significant differences in the information they provide. 

Government-Wide Financial Statements 
The focus of government-wide financial statements is on the overall financial position and activities of the District. 
The District's government-wide financial statements include the statement of net position and statement of activities, 
which are prepared using accounting principles that are similar to commercial enterprises. The purpose of the 
statement of net position is to attempt to report all of the assets, liabilities, and deferred inflows and outflows of 
resources of the District. The District reports all of its assets when it acquires or begins to maintain the assets and 
reports all of its liabilities when they are incurred.  

The difference between the District's assets, liabilities, and deferred inflows and outflows of resources is labeled as 
net position and this difference is similar to the total stockholders' equity presented by a commercial enterprise.  

The purpose of the statement of activities is to present the revenues and expenses of the District. Again, the items 
presented on the statement of activities are measured in a manner similar to the approach used by a commercial 
enterprise in that revenues are recognized when earned or established criteria are satisfied and expenses are 
reported when incurred by the District. All changes in net position are reported when the underlying event giving 
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues are reported even when 
they may not be collected for several months or years after the end of the accounting period and expenses are 
recorded even though they may not have used cash during the current year. 

Although the statement of activities looks different from a commercial enterprise's statement of income, the financial 
statement is different only in format, not substance. Whereas the bottom line in a commercial enterprise is its net 
income, the District reports an amount described as change in net position, essentially the same thing. 

Fund Financial Statements 
Unlike government-wide financial statements, the focus of fund financial statements is directed to specific activities 
of the District rather than the District as a whole. Except for the general fund, a specific fund is established to satisfy 
managerial control over resources or to satisfy finance-related legal requirements established by external parties 
or governmental statutes or regulations.  

Governmental Funds 

Governmental-fund financial statements consist of a balance sheet and a statement of revenues, expenditures and 
changes in fund balances and are prepared on an accounting basis that is significantly different from that used to 
prepare the government-wide financial statements. 
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In general, these financial statements have a short-term emphasis and, for the most part, measure and account for 
cash and other assets that can easily be converted into cash. For example, amounts reported on the balance sheet 
include items such as cash and receivables collectible within a very short period of time, but do not include capital 
assets such as land and water, sewer and drainage systems. Fund liabilities include amounts that are to be paid 
within a very short period after the end of the fiscal year. The difference between a fund's assets, liabilities, and 
deferred inflows and outflows of resources is labeled the fund balance and generally indicates the amount that can 
be used to finance the next fiscal year's activities. Likewise, the operating statement for governmental funds reports 
only those revenues and expenditures that were collected in cash or paid with cash, respectively, during the current 
period or very shortly after the end of the fiscal year. 

Because the focus of the government-wide and fund financial statements is different, there are significant 
differences between the totals presented in these financial statements. For this reason, there is an analysis in the 
notes to financial statements that describes the adjustments to fund balances to arrive at net position presented in 
the governmental activities column on the statement of net position. Also, there is an analysis in the notes to financial 
statements that reconciles the total change in fund balances for all governmental funds to the change in net position, 
as reported in the governmental activities column in the statement of activities. 

Notes to Financial Statements 
The notes to financial statements provide additional information that is essential to a full understanding of the data 
found in the government-wide and fund financial statements. 

Financial Analysis of the District as a Whole 
The District's overall financial position and activities for the current year are summarized as follows, based on the 
information included in the government-wide financial statements. 

Current and other assets 261,265$           

Long-term liabilities 310,000$           
Other liabilities 26,087               

Total liabilities 336,087             

Deferred inflows of resources 212,398             

Net position:
Unrestricted (287,220)$          

Summary of Net Position

 
The total net position of the District decreased by $84,060 or about 41%. The majority of the decrease in net position 
is related to service operations expenses exceeding property taxes and charges for services revenues.  
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Revenues:
Property taxes 75,270$             
Charges for services 16,597               
Other revenues 22,504               

Total revenues 114,371             

Expenses:
Services 160,871             
Contractual obligation 37,560               

Total expenses 198,431             

Change in net position (84,060)              

Net position, beginning of year (203,160)            

Net position, end of year (287,220)$          

Summary of Changes in Net Position

 
Financial Analysis of the District's Fund 
The general fund's fund balance increased by $19,305, primarily due to developer advances received during the 
current year.  

General Fund Budgetary Highlights 
There were several differences between the final budgetary amounts and actual amounts. The major differences 
between budget and actual were due to property tax revenues being greater than expected and professional fees 
expenditures and developer advances received being less than expected. In addition, tap connection and inspection 
fees revenues and related expenditures and debt service contractual obligations expenditures were not included in 
the current year budget. The fund balance as of December 31, 2024, was expected to be $3,427 and the actual 
end-of-year fund balance was $22,732. 

Debt 
The changes in the debt position of the District during the fiscal year ended December 31, 2024, are summarized 
as follows: 

Long-term debt payable, beginning of year 210,000$           
Increases in long-term debt 100,000             

Long-term debt payable, end of year 310,000$           
 

At December 31, 2024, the District had $75,000,000 of unlimited tax bonds authorized, but unissued, for the 
purposes of acquiring, constructing and improving the water, sanitary sewer and drainage systems within the 
District, $19,000,000 of unlimited tax bonds authorized, but unissued, for the purposes of constructing park and 
recreational facilities and $50,000,000 of unlimited tax bonds authorized, but unissued, for the purpose of 
constructing roads. 
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Other Relevant Factors 
Relationship to the City of Houston 

Under existing Texas law, since the District lies wholly within the extraterritorial jurisdiction of the City of Houston 
(the City), the District must conform to the City ordinance consenting to the creation of the District. In addition, the 
District may be annexed by the City without the District's consent if the City complies with the procedures and 
requirements of Chapter 43, Texas Local Government Code, as amended, which may include voter approval. If the 
District is annexed, the City must assume the District's assets and obligations (including the bond indebtedness) 
and the District, is dissolved. 

Economic Dependency 

The District's developers own the majority of the taxable property within the District. The District's ability to meet its 
obligations is dependent on the developer’s ability to pay property taxes. 

Since inception, the developer has advanced $310,000 to the District for operations. The District does not have 
sufficient funds or anticipated revenues sufficient to liquidate these advances during the forthcoming fiscal year. 
These advances have been recorded as liabilities in the government-wide financial statements. 

Contingencies 

The developer of the District is constructing facilities on behalf of the District within the boundaries of the District.  
The District has agreed to reimburse the developer for these costs, plus interest, from the proceeds from future 
bond sales, to the extent approved by the Commission, as applicable.  The District's engineer has stated that current 
construction amounts are approximately $16,221,000.  This amount has not been recorded in the financial 
statements since the facilities are not complete or operational. 
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Statement
General of Net

Fund Adjustments Position
Assets

Cash 182,372$       -$                   182,372$       
Short-term investments 2,763             -                     2,763             
Receivables:

Property taxes 73,698           -                     73,698           
Service accounts 2,432             -                     2,432             

Total assets 261,265$       -$                   261,265$       

Liabilities
Accounts payable 25,287$         -$                   25,287$         
Customer deposits 800                -                     800                
Long-term liabilities, due after one year -                     310,000         310,000         

Total liabilities 26,087           310,000         336,087         

Deferred Inflows of Resources
Deferred property tax revenues 212,446         (48)                 212,398         

Fund Balance/Net Position
Unassigned fund balance 22,732           (22,732)          -                     

Total liabilities, deferred inflows
of resources and fund balance 261,265$       

Unrestricted net position (287,220)$      (287,220)$      
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Statement
General of

Fund Adjustments Activities
Revenues

Property taxes 78,635$         (3,365)$          75,270$         
Water service 2,592             -                     2,592             
Regional water fee 14,005           -                     14,005           
Penalty and interest 1,141             -                     1,141             
Tap connection and inspection fees 20,440           -                     20,440           
Investment income 707                -                     707                
Other income 216                -                     216                

Total revenues 117,736         (3,365)            114,371         

Expenditures/Expenses
Service operations:

Regional water authority 10,997           -                     10,997           
Professional fees 84,237           -                     84,237           
Contracted services 23,194           -                     23,194           
Repairs and maintenance 2,171             -                     2,171             
Other expenditures 19,836           -                     19,836           
Tap connections 20,436           -                     20,436           

Debt service, contractual obligations 37,560           -                     37,560           

Total expenditures/expenses 198,431         -                     198,431         

Deficiency of Revenues Over Expenditures (80,695)          (3,365)            

Other Financing Sources
Developer advances received 100,000         (100,000)        

Excess of Revenues and Other Financing Sources
Over Expenditures and Other Financing Uses 19,305           (19,305)          

Change in Net Position (84,060)          (84,060)          

Fund Balance/Net Position

Beginning of year 3,427             -                     (203,160)        

End of year 22,732$         -$                   (287,220)$      
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Note 1. Nature of Operations and Summary of Significant Accounting Policies 

Harris County Municipal Utility District No. 532  (the District) was created by special act of the Texas Legislature, 
83rd Legislative Session, pursuant to Senate Bill 1071, under the terms and provisions of Article XVI, Section 59 
and Article III, Section 52, of the Constitution of Texas and Chapters 49 and 54, Texas Water Code, and Chapter 
8443 Texas Special District Local Laws Code.  The District operates in accordance with Chapters 49 and 54 of the 
Texas Water Code and is subject to the continuing supervision of the Commission. The principal functions of the 
District are to finance, construct, own and operate waterworks, wastewater, drainage, park, road and other facilities 
and to provide such facilities and services to the customers of the District. The District may also provide solid waste 
disposal services. 

The District is governed by a Board of Directors (the Board) consisting of five individuals who are residents or 
owners of property within the District and are elected by voters within the District. The Board sets the policies of the 
District. The accounting and reporting policies of the District conform to accounting principles generally accepted in 
the United States of America for state and local governments, as defined by the Governmental Accounting 
Standards Board. The following is a summary of the significant accounting and reporting policies of the District: 

Reporting Entity 
The accompanying government-wide financial statements present the financial statements of the District. There are 
no component units that are legally separate entities for which the District is considered to be financially 
accountable. Accountability is defined as the District's substantive appointment of the voting majority of the 
component unit's governing board. Furthermore, to be financially accountable, the District must be able to impose 
its will upon the component unit or there must be a possibility that the component unit may provide specific financial 
benefits to, or impose specific financial burdens on, the District. 

Government-Wide and Fund Financial Statements 
In accordance with required reporting standards, the District reports its financial activities as a special-purpose 
government. Special-purpose governments are governmental entities which engage in a single governmental 
program, such as the provision of water, wastewater, drainage and other related services. The financial statements 
of special-purpose governments combine two types of financial statements into one statement. These two types of 
financial statements are the government-wide financial statements and the fund financial statements. The fund 
financial statements are presented with a column for adjustments to convert to the government-wide financial 
statements. 

The government-wide financial statements report information on all of the activities of the District. As a general rule, 
the effect of interfund activity has been eliminated from the government-wide financial statements. Governmental 
activities generally are financed through taxes, charges for services and intergovernmental revenues. The 
statement of activities reflects the revenues and expenses of the District. 

The fund financial statements provide information about the District's governmental fund. Separate statements for 
each governmental fund are presented. The emphasis of fund financial statements is directed to specific activities 
of the District. 

The District presents the following major governmental fund: 

General Fund – The general fund is the primary operating fund of the District which accounts for all financial 
resources not accounted for in another fund. Revenues are derived primarily from property taxes, charges for 
services and interest income. 
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Fund Balance – Governmental Fund 
The fund balance for the District's governmental fund can be displayed in up to five components. 

Nonspendable – Amounts that are not in a spendable form or are required to be maintained intact. 

Restricted – Amounts that can be spent only for the specific purposes stipulated by external resource providers, 
constitutionally or through enabling legislation. Restrictions may be changed or lifted only with the consent of 
resource providers. 

Committed – Amounts that can be used only for the specific purposes determined by resolution of the Board. 
Commitments may be changed or lifted only by issuance of a resolution by the District's Board. 

Assigned – Amounts intended to be used by the District for specific purposes as determined by management. In 
governmental funds other than the general fund, assigned fund balance represents the amount that is not restricted 
or committed. This indicates that resources in other governmental funds are, at a minimum, intended to be used for 
the purpose of that fund. 

Unassigned – The residual classification for the general fund and includes all amounts not contained in the other 
classifications. 

The District considers restricted amounts to have been spent when an expenditure is incurred for purposes for 
which both restricted and unrestricted fund balance is available. The District applies committed amounts first, 
followed by assigned amounts, and then unassigned amounts when an expenditure is incurred for purposes for 
which amounts in any of those unrestricted fund balance classifications could be used. 

Measurement Focus and Basis of Accounting 
Government-Wide Financial Statements 

The government-wide financial statements are reported using the economic resources measurement focus and 
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded at the time liabilities 
are incurred, regardless of the timing of related cash flows. 

Nonexchange transactions, in which the District receives (or gives) value without directly giving (or receiving) equal 
value in exchange, include property taxes and donations. Recognition standards are based on the characteristics 
and classes of nonexchange transactions. Revenues from property taxes are recognized in the period for which the 
taxes are levied. Donations are recognized as revenues, net of estimated uncollectible amounts, as soon as all 
eligibility requirements imposed by the provider have been met. Amounts received before all eligibility requirements 
have been met are reported as liabilities. Intergovernmental revenues are recognized as revenues, net of estimated 
refunds and uncollectible amounts, in the accounting period when an enforceable legal claim to the assets arises 
and the use of resources is required or is first permitted. 

Fund Financial Statements 

Governmental funds are reported using the current financial resources measurement focus and the modified accrual 
basis of accounting. With this measurement focus, only current assets and liabilities are generally included on the 
balance sheet. The statement of governmental fund revenues, expenditures and changes in fund balance presents 
increases (revenues and other financing sources) and decreases (expenditures and other financing uses) in 
spendable resources. General capital asset acquisitions are reported as expenditures and proceeds of long-term 
debt are reported as other financing sources. Under the modified accrual basis of accounting, revenues are 
recognized when both measurable and available. The District considers revenues reported in the governmental 
funds to be available if they are collectible within 60 days after year-end. Principal revenue sources considered 
susceptible to accrual include taxes, charges for services and investment income. Other revenues are considered 
to be measurable and available only when cash is received by the District. Expenditures are recorded when the 
related fund liability is incurred, except for principal and interest on general long-term debt, which are recognized 
as expenditures when payment is due. 
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Deferred Outflows and Inflows of Resources 
A deferred outflow of resources is a consumption of net position that is applicable to a future reporting period and 
a deferred inflow of resources is an acquisition of net position that is applicable to a future reporting period. 

Pension Costs 
The District does not participate in a pension plan and, therefore, has no pension costs. 

Use of Estimates 
The preparation of financial statements in conformity with accounting principles generally accepted in the United 
States of America requires management to make estimates and assumptions that affect the reported amounts of 
assets, liabilities, and deferred inflows and outflows of resources and disclosure of contingent assets and liabilities 
at the date of the financial statements and the reported amounts of revenues and expenses/expenditures during 
the reporting period. Actual results could differ from those estimates. 

Investments and Investment Income 
Investments in certificates of deposit, U.S. Government and agency securities, and certain pooled funds, which 
have a remaining maturity of one year or less at the date of purchase, are recorded at amortized cost. All other 
investments are carried at fair value. Fair value is determined using quoted market values. 

Investment income includes dividends and interest income and the net change for the year in the fair value of 
investments carried at fair value. Investment income is credited to the fund in which the investment is recorded. 

Property Taxes 
An appraisal district annually prepares appraisal records listing all property within the District and the appraised 
value of each parcel or item as of January 1. Additionally, on January 1, a tax lien attaches to property to secure 
the payment of all taxes, penalty and interest ultimately imposed for the year on the property. After the District 
receives its certified appraisal roll from the appraisal district, the rate of taxation is set by the Board of the District 
based upon the aggregate appraisal value. Taxes are due and payable October 1 or when billed, whichever is later, 
and become delinquent after January 31 of the following year. 

In the governmental funds, property taxes are initially recorded as receivables and deferred inflows of resources at 
the time the tax levy is billed. Any collections on the current year tax levy are deferred and recognized in the 
subsequent fiscal year. Current year revenues recognized are those taxes collected during the fiscal year for prior 
years' tax levies, plus any collections received during fiscal 2023 on the 2023 levy. 

In the government-wide statement of net position, property taxes are considered earned in the budget year for which 
they are levied. For the District's fiscal year ended December 31, 2024, the tax levied in October 2024 is recorded 
as receivable and deferred inflows of resources and will be considered earned during the fiscal year ending 
December 31, 2025. In addition to property taxes levied, any delinquent taxes are recorded net of amounts 
considered uncollectible. 

Capital Assets 
Capital assets, which include property, plant, equipment and infrastructure, are reported in the government-wide 
financial statements. Capital assets are defined by the District as assets, with an individual cost of $5,000 or more 
and an estimated useful life of two years or more. Purchased or constructed capital assets are reported at cost or 
estimated historical cost. Donated capital assets are recorded at their estimated acquisition value at the date of 
donation. 
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The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend the asset 
lives are not capitalized. 

Capital assets are depreciated using the straight-line method over their estimated useful lives, as follows: 

 Years 
  

Water production and distribution facilities  10-45 

Wastewater collection and treatment facilities  10-45 

Drainage facilities  10-45 

  

The District conveys ownership of road and paving facilities constructed to another governmental entity upon 
completion for maintenance. 

Long-Term Obligations 
In the government-wide financial statements, long-term debt and other long-term obligations are reported as 
liabilities. Premiums and discounts on bonds are recognized as a component of long-term liabilities and amortized 
over the life of the related debt using the effective interest rate method. Bonds payable are reported net of the 
applicable bond premium or discount. 

In the fund financial statements, governmental fund types recognize premiums and discounts on bonds during the 
current period. The face amount of debt issued is reported as other financing sources. Premiums received on debt 
issuances are reported as other financing sources while discounts on debt issuances are reported as other financing 
uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as debt service 
expenditures. 

Net Position/Fund Balance 
Fund balance and net position are reported as restricted when constraints placed on them are either externally 
imposed by creditors, grantors, contributors, or laws or regulations of other governments, or are imposed by law 
through constitutional provisions or enabling legislation. 

When both restricted and unrestricted resources are available for use, generally, it is the District's policy to use 
restricted resources first. 

Reconciliation of Government-Wide and Fund Financial Statements 
Amounts reported for net position of governmental activities in the statement of net position and fund balance in the 
governmental fund balance sheet are different because: 

Property tax revenue recognition and the related reduction of
deferred inflows of resources are subject to availability of
funds in the fund financial statements. 48$                  

Long-term debt obligations are not due and payable in the 
current period and are not reported in the fund financial 
statements. (310,000)          

Adjustment to fund balance to arrive at net position. (309,952)$        
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Note 10. Contingencies 

The developer of the District is constructing facilities on behalf of the District within the boundaries of the District.  
The District has agreed to reimburse the developer for these costs, plus interest, from the proceeds from future 
bond sales, to the extent approved by the Commission, as applicable.  The District's engineer has stated that current 
construction amounts are approximately $16,221,000. This amount has not been recorded in the financial 
statements since the facilities are not complete or operational. 
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(Schedules included are checked or explanatory notes provided for omitted schedules.) 

[X]  Notes Required by the Water District Accounting Manual  
  See "Notes to Financial Statements," Pages 9-17 

[X] Schedule of Services and Rates 

[X] Schedule of General Fund Expenditures 

[X] Schedule of Temporary Investments  

[X] Analysis of Taxes Levied and Receivable 

[X] Schedule of Long-Term Debt Service Requirements by Years – Not Applicable 

[X] Changes in Long-Term Bonded Debt – Not Applicable 

[X] Schedule of Revenues and Expenditures – General Fund 

[X] Board Members, Key Personnel and Consultants 
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1. Services provided by the District:

X Retail Water Wholesale Water X Drainage
X Retail Wastewater Wholesale Wastewater Irrigation
X Parks/Recreation Fire Protection Security

Solid Waste/Garbage Flood Control X Roads
X Participates in joint venture, regional system and/or wastewater service (other than emergency interconnect)

Other

2. Retail service providers

a. Retail rates for a 5/8" meter (or equivalent):
Flat

Minimum Rate
Charge Y/N

Water: 15.00$    N 1.25$      10,001    to 15,000    
1.50$      15,001    to 30,000    
2.00$      30,001    to 40,000    
2.50$      40,001    to No Limit

Wastewater: 39.12$    Y

Regional water fee: 4.15$      N 4.15$      1,001      to No Limit

Does the District employ winter averaging for wastewater usage? Yes No X

Total charges per 10,000 gallons usage (including fees): 56.50$    39.12$    

b. Water and wastewater retail connections:
ESFC
Factor

Unmetered x1.0
≤ 3/4" x1.0
1" x2.5
1 1/2" x5.0
2" x8.0
3" x15.0
4" x25.0
6" x50.0
8" x80.0
10" x115.0
Total water
Total wastewater x1.0

3. Total water consumption (in thousands) during the fiscal year:
Gallons pumped into the system:
Gallons billed to customers:
Water accountability ratio (gallons billed/gallons pumped):

*"ESFC" means equivalent single-family connections

3,607                   
3,607                   

100.00%

-                    

-                    

-                    
-                    

-                    
-                    
-                    

5                    
-                    -                    

40                 

-                    
-                    

-                       
-                       

-                    

40                 
-                    

-                    

5                      

-                    
-                    
5                    

-                       

-                       

-                       

Connections
Active 

-                       

-                    
-                    

Total 
Connections

-                       

-                       

5                      

-                    
-                    

-                       

-                       

Meter Size

1,000

0

Active
ESFC*

WastewaterWater

Minimum
Usage Usage Levels

Rate Per 1,000 
Gallons Over 

Minimum

10,000
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-$                     

-$                     
59,642             
24,595             

-                       84,237             

Purchased Services for Resale
-                       

10,997             

12,260             
-                       

863                  
9,300               

-                       
771                  23,194             

-                       

2,171               

8,840               
5,500               
3,069               
2,427               19,836             

-                       
-                       -                       

20,436             

-                       

-                       

-                       

37,560             

198,431$         

Personnel (including benefits)

Professional Fees

Bulk water and wastewater service purchases

Contracted Services

Auditing
Legal
Engineering
Financial advisor

Regional Water Authority

Other contracted services

Utilities

Repairs and Maintenance

Bookkeeping
General manager
Appraisal district
Tax collector
Security

Other administrative expenditures

Capital Outlay
Capitalized assets
Expenditures not capitalized

Administrative Expenditures
Directors' fees
Office supplies
Insurance

Debt Service, Contractual Obligations

Total expenditures

Tap Connection Expenditures

Solid Waste Disposal

Fire Fighting

Parks and Recreation
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Interest
Rate

Maturity
Date

Face
Amount

Accrued
Interest

Receivable

General Fund
Texas CLASS 4.65% Demand 2,763$                 -$                         
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Maintenance Contract
Taxes Taxes

39,692$               39,647$               
(332)                     (324)                     

39,360                 39,323                 

2024 Original Tax Levy 35,310                 38,252                 
66,641                 72,195                 

101,951               110,447               

141,311               149,770               

Tax collections: Current year (66,599)                (72,149)                
Prior years (39,336)                (39,299)                

35,376$               38,322$               

Receivable, by Years
35,352$               38,298$               

24                        24                        

35,376$               38,322$               

Receivable, end of year

Total to be accounted for

Additions and corrections

Adjusted tax levy

Receivable, end of year

2024
2023

Receivable, Beginning of Year
Additions and corrections to prior years' taxes

Adjusted receivable, beginning of year
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Percent of Taxes Collected to
65% 99% 100%

**Maximum tax rate approved by voters:  $1.50 on May 7, 2022
**Calculated as taxes collected for a tax year divided by taxes levied for that tax year.

Total property valuations

Tax Rates per $100 Valuation

Maintenance tax rates*

Total tax rates per $100 valuation

Contract tax rates

Property Valuations
Land
Improvements
Personal property
Exemptions

5,061,509$         

0.7500         

2,620,469$         
2,063,250           

489,485              
(111,695)            

0.7800$       0.7500$       

(184,450)            

14,159,817$       

0.7200         

2024 2023 2022

2,568,280$         
1,792,956           

227,568              

11,861,031$       
2,024,534           

458,702              
(111,465)            

4,477,339$         

0.7600         
0.7400$       

212,398$        

1.5000$       

67,160$          Tax Levy

Taxes Levied**

1.5000$       1.5000$       

75,923$          
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General Fund

Revenues
Property taxes 78,635$         66.8               %
Water service 2,592             2.2                 
Regional water fee 14,005           11.9
Penalty and interest 1,141             1.0
Tap connection and inspection fees 20,440           17.3               
Investment income 707                0.6                 
Other income 216                0.2

Total revenues 117,736         100.0             

Expenditures
Service operations:

Regional water authority 10,997           9.3
Professional fees 84,237           71.6               
Contracted services 23,194           19.7               
Repairs and maintenance 2,171             1.8                 
Other expenditures 19,836           16.8               
Tap connections 20,436           17.4               

Debt service, contractual obligations 37,560           31.9               

Total expenditures 198,431         168.5             

Deficiency of Revenues Over
Expenditures (80,695)          (68.5)              %

Other Financing Sources
Developer advances received 100,000         

Excess of Revenues and Other Financing
Sources Over Expenditures
and Other Financing Uses 19,305           

Fund Balance, Beginning of Year 3,427             

Fund Balance, End of Year 22,732$         

Total Active Retail Water Connections 5

Total Active Retail Wastewater Connections -

Amounts
Percent of Fund 
Total Revenues
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Complete District mailing address:

District business telephone number:

Submission date of the most recent District Registration Form
   (TWC Sections 36.054 and 49.054):

Limit on fees of office that a director may receive during a fiscal year:

Term of
Office

Elected & Title at
Board Members Expires Fees* Year-End

Elected
05/22-

Taylor Watson 05/26 1,989$         339$            President

Elected
05/22- Vice

Chase Juhl 05/26 1,768           203              President

Elected
05/22-

Amy Carpenter 05/26 1,768           297              Secretary

Elected Assistant
05/24- Vice

Carla Freeman Mattingly 05/28 1,547           291              President

Elected
05/24- Assistant

Paul Passino 05/28 1,768           43                Secretary

*Fees are the amounts actually paid to a director during the District's fiscal year.

Expense
Reimbursements

3200 Southwest Freeway, Suite 2600

Harris County Municipal Utility District No. 532
c/o Allen Boone Humphries Robinson LLP

713.860.6400
Houston, Texas  77027

May 22, 2024

7,200$                        

 



 

 

APPENDIX B 
 

Financial Information Concerning NASH FM 529  
 
NASH FM 529 has delivered the consolidated financial statements included in this APPENDIX B (the 

“Financial Information”) to the District for publication in connection with the District’s offer and sale of the Bonds. 
Certain financial information concerning NASH FM 529 is included herein solely as additional information 
concerning the financial condition and capability of NASH FM 529. Such Financial Information is relevant, among 
other reasons, to NASH FM 529’s ability to continue developing its land within the Service Area and to pay ad 
valorem taxes thereon. NASH FM 529 is not responsible for, liable for, or has made any commitment for payment 
of the Bonds or other obligations of the District, and the inclusion of the Financial Information herein should not be 
construed as an implication to that effect. NASH FM 529 has not made any legal commitment to the District or 
owners of the Bonds to continue development of land within the District and may sell or otherwise dispose of 
property within the District, or any other assets, at any time. Therefore, the District cautions that the attached 
Financial Information should not be construed or interpreted as an indication of the investment security of the 
Bonds. NASH FM 529 has represented to the District that the Financial Information relating to it has been prepared 
from its books and records, and fairly presents its financial condition. NASH FM 529 has also represented to the 
District that the Financial Information does not fail to disclose any material fact or omit to state any material facts 
necessary to make such Financial Information not misleading and that there has not been any material change in the 
financial condition of NASH FM 529 since the date on which the Financial Information is presented. 



Independent Accountants' Review Report 

The Members 
NASH FM 529, LLC 

We have reviewed the accompanying financial statements of NASH FM 529, LLC, which comprise the 
balance sheet as of December 31, 2024, and the related statements of income, members’ equity, and cash 
flows for the year then ended, and the related notes to the financial statements. A review includes primarily 
applying analytical procedures to management's financial data and making inquiries of company 
management. A review is substantially less in scope than an audit, the objective of which is the expression of 
an opinion regarding the financial statements as a whole. Accordingly, we do not express such an opinion.  

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.  

Accountants' Responsibility 

Our responsibility is to conduct the review engagements in accordance with Statements on Standards for 
Accounting and Review Services promulgated by the Accounting and Review Services Committee of the 
AICPA. Those standards require us to perform procedures to obtain limited assurance as a basis for reporting 
whether we are aware of any material modifications that should be made to the financial statements for them 
to be in accordance with accounting principles generally accepted in the United States of America. We 
believe that the results of our procedures provide a reasonable basis for our conclusion.  

We are required to be independent of NASH FM 529, LLC and to meet our other ethical responsibilities, in 
accordance with the relevant ethical requirements related to our reviews. 

Accountants' Conclusion 

Based on our review, we are not aware of any material modifications that should be made to the 
accompanying financial statements in order for them to be in accordance with accounting principles generally 
accepted in the United States of America.  

San Diego, California 
August 11, 2025 

Baker Tilly Advisory Group, LP and Baker Tilly US, LLP, trading as Baker Tilly, are members of the global network of Baker Tilly 
International Ltd., the members of which are separate and independent legal entities. Baker Tilly US, LLP is a licensed CPA firm that 
provides assurance services to its clients. Baker Tilly Advisory Group, LP and its subsidiary entities provide tax and consulting services 
to their clients and are not licensed CPA firms. 
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NASH FM 529, LLC 

  

Balance Sheet 

  

  

 December 31, 

 2024  

Assets  
Real estate project  $            1,212,064  

District receivable            157,371,521  

Cash and cash equivalents                2,542,393  

Other assets, net                4,324,931  

Total assets  $       165,450,909  

  

Liabilities and members' equity  
Revolving project loan, net  $          17,000,000  

Accounts payable and accrued liabilities                6,127,092  

Contract liabilities                9,647,123  

Total liabilities              32,774,215  

  

Members' equity            132,676,694  

Total liabilities and members' equity  $       165,450,909  

  

See accompanying notes.   
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NASH FM 529, LLC 

  

Statement of Operations 

  
 

 
 Year Ended 
 December 31, 
 2024  
 

 

 Real estate revenue   $         82,137,959  

 Cost of sales             (37,566,472) 

 Gross profit              44,571,487  

  

 Selling, general, and administrative expenses               (3,238,834) 

  

 Operating income              41,332,653  

  

 Other income                        6,325  

 Net income   $         41,338,978  

  

See accompanying notes.   
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NASH FM 529, LLC 

 
Statements of Members' Equity 

 
 

  
Total 

 NASH Newland Members' 

 Harris, LLC ARO, LLC Equity 

    

Balance as of December 31, 2023 
 $110,133,152   $11,204,564   $121,337,716  

Distributions 
     (28,500,000)      (1,500,000)      (30,000,000) 

Net income (loss) 
      34,459,283        6,879,695        41,338,978  

Balance as of December 31, 2024 
 $116,092,435   $16,584,259   $132,676,694   

   

See accompanying notes.     
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NASH FM 529, LLC 

  

Statement of Cash Flows 

  

 Year Ended 
 December 31, 
 2024  

Operating activities  
Net income  $ 41,338,978  

Adjustments to reconcile net income to net cash provided  

by operating activities:  

   Non-cash lease expense              104,450  

Changes in operating assets and liabilities:  

Real estate project        30,912,661  

District receivable         (7,763,191) 

Other assets, net         (3,657,574) 

Contract liabilities           4,132,139  

Accounts payable and accrued liabilities             (185,276) 

Net cash provided by operating activities        64,882,187  
  

Financing activities  

Proceeds from revolving project loan        15,500,000  

Repayments to revolving project loan       (48,370,000) 

Distributions to members       (30,000,000) 

Net cash used in financing activities       (62,870,000) 
  

Net increase in cash and cash equivalents           2,012,187  

Cash and cash equivalents at beginning of year              530,206  

Cash and cash equivalents at end of year  $   2,542,393  
  

See accompanying notes.   
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NASH FM 529, LLC 

Notes to Financial Statements 

December 31, 2024 

1. Summary of Organization and Significant Accounting Policies 

Organization 

NASH FM 529, LLC, a Delaware limited liability company (the Company), was formed on December 17, 
2012 pursuant to the Limited Liability Company Agreement (the Agreement) between NASH Harris, LLC 
(the Managing Member) and Newland-ARO, LLC (the Operating Member) (collectively, the Members). 
The purpose of the Company is to acquire, develop, and sell a certain real estate project (the Project). 

On May 13, 2013, the Agreement was amended to expand the scope of the Project through the acquisition 
of three additional adjacent land parcels. On June 28, 2013, the Members expanded the scope of the 
Project with the addition of two more adjacent land parcels and executed the Amended and Restated 
Limited Liability Company Agreement (the Restated Agreement). The Restated Agreement was amended 
on September 27, 2013 to further expand the scope of the Project through the acquisition of another 
adjacent land parcel. On December 31, 2013, the Restated Agreement was amended a second time (the 
Restated Agreement and its first and second amendments, collectively, the Governing Agreement) to 
reflect an assignment of ownership of the Operating Member. 

The Members and their respective percentage interests (Member Interests) in the Company as of 
December 31, 2024 are as follows: 

NASH Harris, LLC 95% 
Newland-ARO, LLC 5% 

 
The Members make equity contributions necessary to conduct the Company’s operations in proportion 
to their Member Interests. The Members’ aggregate capital commitments were $139,000,000 and the 
amounts were decreased to $100,000,000 according to updated business plan. Through December 31, 
2024, the Members have made aggregate cumulative contributions of $94,607,088 and the Company has 
made aggregate cumulative distribution of $171,226,000 to the Members. 

The term of the Company shall continue into perpetuity, unless dissolved in accordance with the 
Governing Agreement. Each Member’s liability is limited pursuant to the Delaware Limited Liability 
Company Act. 
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Cash and Cash Equivalents 

Cash and cash equivalents include cash on hand, demand deposits, and all highly liquid short-term 
investments with original maturity less than 90 days. The carrying value of these investments 
approximates their fair value. 

Use of Estimates 

The preparation of the Company’s financial statements in conformity with US GAAP requires management 
to make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities as of the date of the financial statements, and revenue and 
expenses during the reporting period. Actual results could differ from those estimates. 

Concentration of Credit Risk 

The Company maintains its cash accounts with commercial banks. Total cash balances are insured by the 
Federal Deposit Insurance Corporation up to $250,000 per bank. The Company frequently maintains cash 
balances on deposit with commercial banks that exceed the $250,000 limit per bank. Management of the 
Company believes it has mitigated this risk by using major financial institutions. As of December 31, 2024, 
the Company has not experienced any losses in such accounts and monitors the creditworthiness of the 
financial institutions with which it conducts business. The Company believes there is no significant credit 
risk with respect to its cash balances. 

Real Estate Project 

Real estate project includes all expenditures incurred in connection with the acquisition, development, 
and construction of real estate intended for sale. The Company capitalizes direct development and 
construction costs, including predevelopment costs, property taxes, insurance, developer overhead fees, 
management fees, and certain indirect project costs. Interest and financing costs incurred during 
development periods to ready the real estate project for its intended use are capitalized. Indirect costs 
related to the real estate project where development activities have been suspended beyond a brief 
interruption are expensed as incurred.  

Real estate project is stated at cost, less impairment adjustments. At such times when events or 
circumstances indicate that the carrying amount of a real estate project may be impaired, management 
makes an assessment of its recoverability by estimating the future undiscounted cash flows. If the carrying 
amount exceeds management’s estimate of the aggregate undiscounted future cash flows, the Company 
would recognize an impairment loss to the extent the carrying amount exceeds the fair value of the real 
estate project. Fair value is determined by discounting projected future cash flows and evaluating recent 
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comparable sales. As the evaluation of cash flows requires significant judgment, it is reasonably possible 
that a change in estimate could occur as economic conditions change. For the year ended December 31, 
2024, no impairment charges were recognized. 

Management estimates the projected future undiscounted net cash flows of the real estate project based 
on its most recent development plan. The estimates assume that all necessary entitlements are in place, 
development is completed, and disposition occurs in the normal course of business. Future economic, 
financial, market, and political conditions may affect management’s development and marketing plans. 
In addition, management’s plans and the ultimate future net cash flows of the real estate project may be 
affected by the availability of financing for development and construction, and the availability of equity 
contributions from the Members. 

If the balance of a real estate project would otherwise fall below zero due to the recognition of cost of 
sales outpacing capitalized costs, the Company will estimate and accrue the remaining costs to complete 
the development and construction of that real estate project. As of December 31, 2024, no costs to 
complete were accrued. 

Districts Receivable 

Under agreements with various municipal utility and development districts, certain development costs 
are reimbursed through the offering of contract revenue bonds issued by such districts. Districts 
receivable are recorded as reductions of the carrying value of the real estate project. Amounts recorded 
as districts receivable are based on management’s estimate of costs incurred that will ultimately be 
approved for reimbursement by the respective districts. If amounts are not approved for reimbursement 
by the districts, the costs would be added back to the carrying value of the real estate project and could 
result in the real estate project being impaired. 

Real Estate Revenue and Cost of Sales 

The Company generates its real estate revenue from land and lot sales, which is recognized at a point in 
time. This point in time is typically upon the close of escrow, when title to such real estate transfers to the 
customer.  

The transaction price may include both fixed and variable components. Fixed consideration is stipulated 
in the contract, of which the majority of such consideration is typically received by the Company upon the 
close of escrow. The Company may also receive additional fixed payments or variable payments, such as 
marketing fees or participation, at a later date, such as upon the sale of a home built on the real estate, 
along with the real estate, to an end consumer. The Company usually receives these additional forms of 
consideration within one year from transferring title of the real estate to the customer. The Company 
applies the practical expedient to not adjust the promised amount of consideration for the effects of a 
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significant financing component if the timing between payment and the performance or delivery of a 
performance obligation is one year or less. The Company’s estimates for the variable forms of 
consideration are impacted by a number of factors and events. As the timing and value of these factors 
and events are often outside the control of the Company and the customer, such estimates of variable 
consideration are fully constrained until the resolution of such factors and events. 

The Company recognized real estate revenue from the sale of real estate, which is transferred at a point 
in time, of $82,137,959 during the year ended December 31, 2024.  The Company recognized construction 
sales revenue of $nil during the year ended December 31, 2024.  

Capitalized real estate project costs are charged to cost of sales at the time that certain real estate revenue 
is recognized based on the relative sales value method. The relative sales value method first determines 
the estimated future cost of sales by adding the real estate project’s carrying amount and future 
capitalized real estate project costs. Then, to determine the cost of sales allocated to a particular sale, the 
estimated future cost of sales is then multiplied by the ratio of the real estate revenue recognized to 
estimated future real estate revenue. When calculating this ratio, the Company only utilizes fixed 
consideration real estate revenue types derived from the sale of real estate. Estimates of future real estate 
revenue and costs are re-evaluated throughout the year, with adjustments being allocated prospectively 
to the remaining real estate available for sale. 

Contract Liabilities 

Contract liabilities represent obligations to transfer consideration in contracts with customers or 
obligations to transfer real estate to customers for which the Company has received payment. 

Income Taxes 

The Company is a limited liability company. Under provisions of the Internal Revenue Code, limited liability 
companies are not subject to income taxes. Accordingly, income taxes on any income or losses realized 
are the responsibility of the Members. 

ASC 740, Income Taxes, requires the Company to recognize, measure, present, and disclose uncertain tax 
positions in the financial statements. ASC 740 requires the accounting and disclosure of tax positions 
taken or expected to be taken in the course of preparing the Company’s tax returns to determine whether 
the tax positions are more likely than not to be sustained by the applicable tax authority. Tax positions 
not deemed to meet the more likely than not threshold are recorded as a tax benefit or expense in the 
current year. Management of the Company is required to analyze all open tax years, as defined by the 
statute of limitations, for all major jurisdictions, which include federal and certain states. 
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As of December 31, 2024, management of the Company has reviewed all open tax years and major 
jurisdictions under ASC 740 and concluded there was no impact to the Company’s financial position or 
results of operations. There is no tax liability resulting from unrecognized tax benefits relating to uncertain 
income tax positions taken or expected to be taken in future tax returns. 

Recently issued accounting pronouncements 

ASU 2023-05, Business Combinations - Joint Venture Formations (Subtopic 805-60): Recognition 
and Initial Measurement, was issued in August 2023, and is effective prospectively for all joint 
venture formations with a formation date on or after January 1, 2025. Principally, it requires a 
joint venture or a corporate joint venture to initially measure its assets and liabilities at fair value 
on the formation date. Adoption of the update is not expected to have a significant impact on 
the Company's financial position and results of operations. 

2. Real Estate Project 

As of December 31, 2024, the Project under development is a long-term project with an anticipated build-
out of 6 years. The Project is a 3,640 acre community located in Katy, Texas. Katy is in the northwest area 
of Harris County located approximately 24 miles west of the central business district of the city of Houston. 

The Project is encumbered by a revolving project loan. For the year ended December 31, 2024, interest 
and financing fees incurred were $2,991,211, of which $6,105 remained payable in accounts payable and 
accrued liabilities. For the year ended December 31, 2024, interest and amortized financing fees 
capitalized to real estate project were $2,933,211. 

The Company evaluated the real estate project and no impairment losses were recognized for the year 
ended December 31, 2024. 
 
3. Other Assets, net 

Other assets, net consist of the following: 
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 December 31, 2024 

   

Prepaid expenses  $               434,609  

Security deposit                      23,405  

Overhead advance                   174,000  

Escrow deposit                   847,625  

Escrow clearing - repayments                2,845,292  
  $            4,324,931  

 
Escrow clearing – repayments represent unapplied sales proceeds held to repay the lender on the 
revolving project loan. 
 
As of December 31, 2024, the Company’s overhead advance is maintained with an affiliate of the 
Operating Member. 

4. Revolving Project Loan, Net 

In order to provide financing for acquisition and development activities of the Project, the Company 
obtained a revolving project loan from an affiliate of the Managing Member. The revolving project loan is 
secured by a deed of trust as a security interest in the Project. The lending capacity of the revolving project 
loan is limited to $72,000,000 and was lowered to $51,000,000 on December 30, 2024. The revolving 
project loan accrues interest at the Funding Bank Cost of Funds plus an applicable margin of 1.65% per 
annum, the applicable margin was increased to 2.06% on December 30, 2024. As of December 31, 2024, 
Funding Bank Cost of Funds was 4.36%. The principal repayment amounts are determined by real estate 
sale amounts and are contingent upon such sales. The revolving project loan matures on December 30, 
2027. 

In addition to interest costs, the Company also pays the lender a facility fee, which is calculated quarterly 
at a rate of 0.15% per annum on the unused loan amount. The facility fee is capitalized to real estate 
project as incurred. Interest payments are due monthly while facility fee payments are due quarterly. 

As of December 31, 2024, the Company had $17,120,000 in outstanding borrowings on the revolving 
project loan and $120,000 of deferred financing costs, net. Deferred financing costs, net are amortized 
over the life of the revolving project loan and presented as a direct deduction from its carrying amount. 
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5. Accounts payable and accrued liabilities 

Accounts payable and accrued liabilities consist of the following: 

 

 December 31, 2024 

   

Accounts payable  $            4,319,835  

Accrued taxes 1,249,560 

Accrued compensation 463,359 

Other accrued liabilities 88,233 

Accrued interest expense for revolving project loan 6,105 
  $            6,127,092  

 
As of December 31, 2024, accounts payable consists of payables for the real estate project under 
development, including $2,585,870 of retainage payable. 

6. Contract liabilities 

Contract liabilities are generated from the collection of deposits from customers related to future real 
estate purchases. 

7. Related-Party Transactions 

Developer Overhead Fees 

In accordance with the Governing Agreement, the Company pays developer overhead fees to an affiliate 
of the Operating Member in consideration for its services in the amount of 2.7% of sales proceeds. These 
fees are paid by the Company on a monthly basis throughout the life of the Project based on the expected 
sales proceeds and expected months remaining, subject to a reconciliation performed upon the 
liquidation of the Project. For the year ended December 31, 2024, the Company incurred and capitalized 
$1,257,471 of these fees to real estate project, of which none remained payable as of December 31, 2024. 
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Asset Management Fees 

In accordance with the Governing Agreement, the Company pays asset management fees to an affiliate 
of the Managing Member in consideration for its services in the amount of 0.3% of sales proceeds. These 
fees are paid by the Company on a monthly basis throughout the life of the Project based on the expected 
sales proceeds and the expected months remaining, subject to a reconciliation performed upon the 
liquidation of the Project. For the year ended December 31, 2024, the Company incurred and capitalized 
$139,719 of these fees to real estate project, of which none remained payable as of December 31, 2024. 

Cost Reimbursements 

In accordance with the Governing Agreement, affiliates of the Operating Member provide services to the 
Company and incur costs on its behalf. In exchange, the Company reimburses these affiliates for these 
costs and services, which include salary and salary-related costs, planning, development, operations, 
maintenance, marketing, promotions, and out-of-pocket expenditures. Certain costs are allocated by 
these affiliates based on a predetermined allocation methodology, evidenced by an approved annual 
budget, in accordance with the Governing Agreement. Reimbursement costs associated with 
development are capitalized to real estate project and costs that do not qualify for capitalization are 
expensed as selling, general, and administrative expenses. 

A summary of the Company’s cost reimbursements is as follows: 
 

 Year Ended 
December 31, 2024 

   

Cost reimbursements – capitalized  $              1,813,011  
Cost reimbursements – expensed 1,221,015 

  $              3,034,026  
 

As of December 31, 2024, accrued cost reimbursements due to affiliates of $nil remained payable and are 
included in accounts payable and accrued liabilities. 

Related Party Sales 

For the year ended December 31, 2024, sales to affiliates of the Operating Member totaled $4,591,245 
and sales to affiliates of the Managing Member totaled $12,063,247. 
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8. Distributions and Allocations of Income (Loss) 

Subject to the terms of the Governing Agreement, available cash is distributed to the Members as follows: 

a. First, to the Members to return capital. 

b. Second, to each Member in proportion to its respective Member Interests, until the Members 
have received cumulative distributions in an amount necessary to achieve a 12% internal rate of 
return on their capital contributions. 

c. Third, 80% to the Managing Member and 20% to the Operating Member, until the Managing 
Member has received cumulative distributions in an amount necessary to achieve an 18% internal 
rate of return on its capital contributions. 

d. Thereafter, 72% to the Managing Member and 28% to the Operating Member, provided, 
however, if at any time the Managing Member is commercially unable to provide or arrange a 
third-party lender to provide preferred financing to the Company, then any distributions shall be 
distributed 70% to the Managing Member and 30% to the Operating Member. 

Net income and losses are allocated to the Members in a manner that would result in the adjustment of 
the Members’ equity accounts to equal, as nearly as possible, the amount of distributions each Member 
would receive if the Company were dissolved, assuming its assets were sold for cash and all liabilities were 
settled at book value. 

9. Commitments and Contingencies 

The Company’s commitments and contingencies include certain obligations incurred in the normal course 
of business. In the opinion of management, these matters will not have a material effect on the Company’s 
financial position. 

As of December 31, 2024, the Company had no bond outstanding. The beneficiary of these bonds is a 
municipality that may draw upon the bond in the event required improvements are not completed. As of 
December 31, 2024, management believes that there is no current obligation for this item and therefore, 
no related liability has been recorded. 

In some jurisdictions in which the Company develops real estate, various bonds are issued by government 
entities to finance major improvements in the normal course of business. As a landowner benefited by 
these improvements, the Company is responsible for bond assessments on its land. If the assessments 
levied by the government entities are not fixed or determinable for a fixed or determinable period, the 
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value of bonds attributable to the Company is not recorded as a liability. When properties are sold, the 
assessments are either repaid or the buyers assume the responsibility for repayment of the assessments.  

10. Subsequent Events 

The Company has evaluated events that have occurred from December 31, 2024 through August 11, 2025, 
the date the financial statements were available to be issued, and has determined that no additional 
recognition or disclosure is required in these financial statements to prevent them from being misleading. 
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MUNICIPAL BOND 
INSURANCE POLICY 

 
 
 

ISSUER: [NAME OF ISSUER] 

MEMBER: [NAME OF MEMBER] 

Policy No:   _____ 

BONDS: $__________ in aggregate principal 
amount of [NAME OF TRANSACTION]  
[and maturing on] 

Effective Date: _________  

  Risk Premium:     $__________ 
Member Surplus Contribution:  $ _________ 

Total Insurance Payment:  $_________   
 

 
BUILD AMERICA MUTUAL ASSURANCE COMPANY (“BAM”), for consideration received, hereby UNCONDITIONALLY 

AND IRREVOCABLY agrees to pay to the trustee (the “Trustee”) or paying agent (the “Paying Agent”) for the Bonds named above (as set 
forth in the documentation providing for the issuance and securing of the Bonds), for the benefit of the Owners or, at the election of BAM, 
directly to each Owner, subject only to the terms of this Policy (which includes each endorsement hereto), that portion of the principal of and 
interest on the Bonds that shall become Due for Payment but shall be unpaid by reason of Nonpayment by the Issuer. 

On the later of the day on which such principal and interest becomes Due for Payment or the first Business Day following the 
Business Day on which BAM shall have received Notice of Nonpayment, BAM will disburse (but without duplication in the case of duplicate 
claims for the same Nonpayment) to or for the benefit of each Owner of the Bonds, the face amount of principal of and interest on the Bonds 
that is then Due for Payment but is then unpaid by reason of Nonpayment by the Issuer, but only upon receipt by BAM, in a form reasonably 
satisfactory to it, of (a) evidence of the Owner’s right to receive payment of such  principal or interest then Due for Payment and (b) evidence, 
including any appropriate instruments of assignment, that all of the Owner’s rights with respect to payment of such principal or interest that is 
Due for Payment shall thereupon vest in BAM. A Notice of Nonpayment will be deemed received on a given Business Day if it is received 
prior to 1:00 p.m. (New York time) on such Business Day; otherwise, it will be deemed received on the next Business Day.  If any Notice of 
Nonpayment received by BAM is incomplete, it shall be deemed not to have been received by BAM for purposes of the preceding sentence, 
and BAM shall promptly so advise the Trustee, Paying Agent or Owner, as appropriate, any of whom may submit an amended Notice of 
Nonpayment.  Upon disbursement under this Policy in respect of a Bond and to the extent of such payment, BAM shall become the owner of 
such Bond, any appurtenant coupon to such Bond and right to receipt of payment of principal of or interest on such Bond and shall be fully 
subrogated to the rights of the Owner, including the Owner’s right to receive payments under such Bond. Payment by BAM either to the 
Trustee or Paying Agent for the benefit of the Owners, or directly to the Owners, on account of any Nonpayment shall discharge the 
obligation of BAM under this Policy with respect to said Nonpayment. 

Except to the extent expressly modified by an endorsement hereto, the following terms shall have the meanings specified for all 
purposes of this Policy.  “Business Day” means any day other than (a) a Saturday or Sunday or (b) a day on which banking institutions in the 
State of New York or the Insurer’s Fiscal Agent (as defined herein) are authorized or required by law or executive order to remain closed.  
“Due for Payment” means (a) when referring to the principal of a Bond, payable on the stated maturity date thereof or the date on which the 
same shall have been duly called for mandatory sinking fund redemption and does not refer to any earlier date on which payment is due by 
reason of call for redemption (other than by mandatory sinking fund redemption), acceleration or other advancement of maturity (unless BAM 
shall elect, in its sole discretion, to pay such principal due upon such acceleration together with any accrued interest to the date of 
acceleration) and (b) when referring to interest on a Bond, payable on the stated date for payment of interest. “Nonpayment” means, in respect 
of a Bond, the failure of the Issuer to have provided sufficient funds to the Trustee or, if there is no Trustee, to the Paying Agent for payment 
in full of all principal and interest that is Due for Payment on such Bond.  “Nonpayment” shall also include, in respect of a Bond, any payment 
made to an Owner by or on behalf of the Issuer of principal or interest that is Due for Payment, which payment has been recovered from such 
Owner pursuant to the United States Bankruptcy Code in accordance with a final, nonappealable order of a court having competent jurisdiction.  
“Notice” means delivery to BAM of a notice of claim and certificate, by certified mail, email or telecopy as set forth on the attached Schedule or 
other acceptable electronic delivery, in a form satisfactory to BAM, from and signed by an Owner, the Trustee or the Paying Agent, which notice 
shall specify (a) the person or entity making the claim, (b) the Policy Number, (c) the claimed amount, (d) payment instructions and (e) the date such 
claimed amount becomes or became Due for Payment.  “Owner” means, in respect of a Bond, the person or entity who, at the time of Nonpayment, is 
entitled under the terms of such Bond to payment thereof, except that “Owner” shall not include the Issuer, the Member or any other person or entity 
whose direct or indirect obligation constitutes the underlying security for the Bonds. 
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BAM may appoint a fiscal agent (the “Insurer’s Fiscal Agent”) for purposes of this Policy by giving written notice to the Trustee, the 
Paying Agent, the Member and the Issuer specifying the name and notice address of the Insurer’s Fiscal Agent.  From and after the date of receipt of 
such notice by the Trustee, the Paying Agent, the Member or the Issuer (a) copies of all notices required to be delivered to BAM pursuant to this 
Policy shall be simultaneously delivered to the Insurer’s Fiscal Agent and to BAM and shall not be deemed received until received by both and (b) all 
payments required to be made by BAM under this Policy may be made directly by BAM or by the Insurer’s Fiscal Agent on behalf of BAM.  The 
Insurer’s Fiscal Agent is the agent of BAM only, and the Insurer’s Fiscal Agent shall in no event be liable to the Trustee, Paying Agent or any Owner 
for any act of the Insurer’s Fiscal Agent or any failure of BAM to deposit or cause to be deposited sufficient funds to make payments due under this 
Policy. 

To the fullest extent permitted by applicable law, BAM agrees not to assert, and hereby waives, only for the benefit of each Owner, all 
rights (whether by counterclaim, setoff or otherwise) and defenses (including, without limitation, the defense of fraud), whether acquired by 
subrogation, assignment or otherwise, to the extent that such rights and defenses may be available to BAM to avoid payment of its obligations under 
this Policy in accordance with the express provisions of this Policy.  This Policy may not be canceled or revoked. 

This Policy sets forth in full the undertaking of BAM and shall not be modified, altered or affected by any other agreement or instrument, 
including any modification or amendment thereto.  Except to the extent expressly modified by an endorsement hereto, any premium paid in respect of 
this Policy is nonrefundable for any reason whatsoever, including payment, or provision being made for payment, of the Bonds prior to maturity. 
THIS POLICY IS NOT COVERED BY THE PROPERTY/CASUALTY INSURANCE SECURITY FUND SPECIFIED IN ARTICLE 76 OF THE 
NEW YORK INSURANCE LAW.  THIS POLICY IS ISSUED WITHOUT CONTINGENT MUTUAL LIABILITY FOR ASSESSMENT.  

In witness whereof, BUILD AMERICA MUTUAL ASSURANCE COMPANY has caused this Policy to be executed on its behalf by its 
Authorized Officer. 

 

BUILD AMERICA MUTUAL ASSURANCE COMPANY 
 
By:    _______________________________________ 
                               Authorized Officer 
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    Notices  (Unless Otherwise Specified by BAM) 
 
Email: 
  claims@buildamerica.com 
Address: 
  1 World Financial Center, 27th floor 
  200 Liberty Street 
  New York, New York 10281 
Telecopy: 
  212-962-1524 (attention:  Claims) 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




