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INDEPENDENT AUDITORS’ REPORT 1116 N KILGORE ST

KILGORE, TEXAS 75662

To the Board of Directors
Special Health Resources for Texas, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of Special Health Resources for Texas,
Inc. (a nonprofit organization), which comprise the statement of financial position as of December
31,2012 and 2011, and the related statements of activities and cash flows for the years then ended,
and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’ judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
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express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Special Health Resources for Texas, Inc. as of December 31, 2012 and 2011,
and the changes in net assets and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The accompanying schedule of expenditures of federal and state awards, as
required by Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and the State of Texas Single Audit Circular, is
presented for purposes of additional analysis and is not a required part of the 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 financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated, in all material respects, in relation to the financial statements as a
whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 22,
2013, on our consideration of Special Health Resources for Texas, Inc.’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on
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compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering Special Health Resources for Texas, Inc.’s internal control over
financial reporting and compliance.

BROWN BR
July 22,2013
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SPECIAL HEALTH RESOURCES FOR TEXAS, INC.

STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2012 and DECEMBER 31, 2011

2012 2011
Assets
Cash $ 207,955 $ 194,092
Grants receivable 519,708 338,662
Accounts receivable, net of allowance for doubtful accounts 32,710 13,345
Property and equipment, net of accumulated depreciation 414,815 411,246
Prepaid expense 16,372 13,076
Deposits 2,800 2,800
Total Assets $ 1,194,360 S 973,221
Liabilities
Accounts payable $ 177,885 $ 132,923
Salaries payable 63,348 66,280
Payroll taxes and related liabilities 21,235 22,091
Deferred revenue - 1,290
Refundable advances & repayments payable 116,343 42,364
Total Liabilities 378,811 264,948
Net Assets
Unrestricted:
Board designated 31,646 -
Operating 369,088 297,027
Property and equipment 414815 411,246
Total Net Assets 815,549 708,273

Total Liabilities and Net Assets S 1,194,360 S 973,221

The accompanying notes are an integral part of these financial statements.
§
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SPECIAL HEALTH RESOURCES FOR TEXAS, INC.

STATEMENTS OF ACTIVITIES

FOR THE YEARS ENDED DECEMBER 31, 2012 and 2011

2012
Changes in Unrestricted Net Assets
Support
Contributions $ 20,534
Designated donations 12,937
State and federal financial assistance 4,197,840
Program income 227,794
General health income 256,248
Fundraising income 34,141
Other income 16,916
Gain/(loss) on disposal of assets -
Interest earned 93
Total Unrestricted Support 4,766,503
Expenses
Program services
Outreach and intervention 746,420
HIV prevention 1,330,228
HIV services 2,291,722
Substance abuse intervention & treatment 50,615
General health 189,218
Supporting services
Management and general 39,921
Fundraising 11,103
Total Expenses 4,659,227
Increase (Decrease) in Unrestricted Net Assets 107,276
Net Assets at Beginning of Year 708,273
Net Assets at End of Year $ 815,549

The accompanying notes are an integral part of these financial statements.
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$ 15,547
5,530
4,377,288
187,636
177,371
35,445
21,130
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758,310
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2,708,110
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SPECIAL HEALTH RESOURCES FOR TEXAS, INC.
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2012 and 2011

2012 2011

Cash Flows from Operating Activities
Increase (decrease) in net assets $ 107,276 S (7,751)
Adjustments to reconcile change in net assets to
net cash provided by operating activities

Depreciation 62,042 63,415
Loss on disposal of assets - 124
(Increase)/decrease in grants receivable (181,046) 82,493
(Increase)/decrease in prepaid expense (3,296) (1,178)
(Increase)/decrease in other assets (19,365) 5,596
Increase/(decrease) in accounts payable 44,962 (84,909)
Increase/(decrease) in salaries payable (2,932) (2,543)
Increase/(decrease) in payroll taxes payable (856) (427)
Increase/(decrease) in deferred revenue (1,290) 1,290
Increase/(decrease) in refundable advances 73,979 (30,970)
Net Cash Provided by Operating Activities 79,474 25,140

Cash Flows From Investing Activities
Purchase of equipment and leasehold improvements (65,611) (60,759)

Net Cash Used by Investing Activities (65,611) (60,759)

Cash Flows From Financing Activities
Principal payments on short-term loans - -

Net Cash Provided by Investing Activities - -

Net Increase (Decrease) in Cash 13,863 (35,619)

Cash - Beginning of Year 194,092 229,711

o

Cash - End of Year 207,955 $ 194,092

Interest paid in cash $ - $ -

The accompanying notes are an integral part of these financial statements.
7

BROWN, BRONSTAD, HABENICHT & ROSSON, P.C. - CERTIFIED PUBLIC ACCOUNTANTS



SPECIAL HEALTH RESOURCES FOR TEXAS, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE A — NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING
POLICIES

Nature of Activities

Special Health Resources for Texas, Inc. (the “Organization”) provides assistance to
persons infected with the HIV virus, including medical and dental services, case
management, transportation, housing, and other essential living expenses. Other
programs include HIV prevention, a community health clinic for the general population,
drug treatment for adolescents, and youth and family programs designed to reduce
alcohol and drug use by youth. The Organization receives state and federal financial
assistance to provide outreach, education, and intervention to individuals at risk for
HIV/AIDS and substance abuse.

Basis of Accounting

The accompanying financial statements of Special Health Resources for Texas, Inc. have
been prepared using the accrual basis of accounting in accordance with accounting
principles generally accepted in the United States of America and, accordingly, reflect all
significant receivables, payables, and other liabilities.

Basis of Presentation

The Organization follows the Not-for-Profit Entities topic of the Financial Accounting
Standards Board (FASB) Accounting Standards Codification with respect to financial
statement presentation.  Under this topic, 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.

Unrestricted net assets

Unrestricted net assets include unrestricted resources which represent the portion of funds
that are available for the operation objectives of the Organization. Board designated net
assets represent amounts the Board specifically set aside. The Board has elected to
designate the net revenues from fundraising as money to be spent at the discretion of the
Board. As of December 31, 2012, Board designated net assets that are the result of
fundraising efforts was $31,646.

Temporarily restricted net assets

Temporarily restricted net assets consist of donor restricted contributions and grants.
Amounts restricted by donors for a specific purpose are deemed to be earned and reported
as temporarily restricted revenue, when received, and such unexpended amounts are
reported as temporarily restricted net assets at year-end. When the donor restriction
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SPECIAL HEALTH RESOURCES FOR TEXAS, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE A - NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING
POLICIES - Continued

expires, that is, when a stipulated time or purpose restriction is accomplished, temporarily
restricted net assets are reclassified to unrestricted net assets and reported in the statement
of activities as “net assets released from restrictions.” At December 31, 2012 the
Organization had no temporarily restricted net assets.

Permanently restricted net assets

Permanently restricted net assets consist of donor restricted contributions, which are
required to be held in perpetuity. Income from the assets held is available for either
general operations or specific purposes, in accordance with donor stipulations. The
Organization had no permanently restricted net assets at December 31, 2012.

Subsequent Events

The Organization has evaluated events and transactions through July 22, 2013, the date
the financial statements were available to be issued, for possible disclosure and
recognition in the financial statements. No subsequent events were noted by the
Organization.

Income Taxes

The Organization is a not-for-profit organization that is exempt from income taxes under
Section 501(c)(3) of the Internal Revenue Code.

Contributed Services

The Organization received contributed counselor intern services used in their Youth
Substance Abuse Youth Treatment services during 2012 and 2011 as well as dental
assistant services used in their HIV services programs during 2012. Revenue and
expense amounts of $20,016 and $10,548 for years ending December 31, 2012 and 2011,
respectively (the amounts determined to be the total value of such services had the
Organization paid for these services) have been reflected in the financial statements for
these services as they meet the criteria for recognition.

Many individuals volunteer their time and perform a variety of tasks that assist the
Organization, but these services do not meet the criteria for recognition under SFAS No.
116, “Accounting for Contributions Received and Contributions Made™ as contributed
services and have not been recorded in the financial statements.
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SPECIAL HEALTH RESOURCES FOR TEXAS, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE A — NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING
POLICIES - Continued

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 certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Expense Allocation

Directly identifiable expenses are charged to programs and supporting services.
Expenses related to more than one function are charged to programs and supporting
services on the basis of personnel distributions. Management and general expenses
include those expenses that are not directly identifiable with any other specific function
but provide for the overall support and direction of the Organization.

Property and Equipment

All acquisitions of property and equipment in excess of $5,000 ($500 for electronic
equipment) and all expenditures for repairs, maintenance, renewals, and betterments that
materially prolong the useful lives of assets are capitalized. Property and equipment are
carried at cost or, if donated, at the approximate fair value at the date of donation.
Depreciation is computed using the straight-line method.

Revenue Recognition

Contributions received are recorded as unrestricted, temporarily restricted, or
permanently restricted support, depending on the existence and/or nature of any donor
restrictions.

All donor-restricted contributions are reported as an increase in temporarily or
permanently restricted net assets, depending on the nature of the restriction. When a
restriction expires (that is, when a stipulated time restriction ends or purpose restriction is
accomplished), temporarily restricted net assets are reclassified to unrestricted net assets
and reported in the statement of activities as net assets released from restrictions.

Cash and Cash Equivalents

Cash and cash equivalents include all cash balances and highly liquid investments with
an initial maturity of three months or less. The Organization places its temporary cash
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SPECIAL HEALTH RESOURCES FOR TEXAS, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE A - NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING

POLICIES - Continued

investments with high credit quality financial institutions.

At times such investments

may be in excess of Federal Deposit Insurance Corporation (FDIC) insurance limits.

NOTE B - PROPERTY AND EQUIPMENT

Property and equipment consist of the following:

2012

Land $ 69,300
Buildings 175,300
Equipment 541,503
Vehicles 251,705
Leasehold improvements 228,348
1,266,156

Accumulated depreciation 851,341
Totals $ 414815

2011

$ 69,300
158,900
560,122
282,826
228.348

1,299,496
888.250

$ 411,246

A significant portion of property and equipment has been acquired through federal and

state grant programs.
before disposition of these assets.

Therefore, approval by appropriate agencies must be obtained

Depreciation expense for the years ended December 31, 2012 and 2011 was $62,042 and

$63.415, respectively.
NOTE C - OPERATING LEASES

During 2012 and 2011, the Organization maintained non-cancelable operating leases for
the purpose of copier service. Future minimum annual rental commitments with initial or

remaining terms are as follows:

For the year ending December 31,

2013
2014
2015
2016
2017
Totals
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