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Cash and cash equivalents 677,193$      

Grants and program services receivable, net 376,240

Unconditional promises to give 2,235

Investments 306,715

Property and equipment, net 1,446,389

Prepaid expenses 17,068

Security deposits 4,350

TOTAL ASSETS 2,830,190$   

Liabilities

Accounts payable and accrued expenses 26,107$        

Accrued payroll and related expenses 204,268

Total Liabilities 230,375        

Net Assets

Unrestricted 

Undesignated 1,748,137     

Board designated 549,136        

2,297,273     

Temporarily restricted 302,542        

Total Net Assets 2,599,815     

TOTAL LIABILITIES AND NET ASSETS 2,830,190$   

ASSETS

LIABILITIES AND NET ASSETS

Promise House, Inc.

Statement of Financial Position

 August 31, 2017

________________________

The accompanying notes are an integral part of this financial statement.
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Temporarily

Unrestricted Restricted Total

Revenues and Support

Government grants 1,222,837$  -$               1,222,837$ 

Shelter reimbursement 1,228,211 -                 1,228,211   

Contributions 512,489 705,249 1,217,738   

In-kind services 25,000         -                 25,000       

Special events, net 323,081 -                 323,081      

Other 3,856 -                 3,856         

Net assets released from restriction 796,918 (796,918) -                 

Total Revenues and Support 4,112,392    (91,669)      4,020,723   

Expenses

Program 3,047,251 -                 3,047,251   

Supporting 456,689       -                 456,689      

Fundraising 417,469       -                 417,469      

Total Expenses 3,921,409    -                 3,921,409   

 Increase (Decrease) in  Net Assets 190,983       (91,669)      99,314       

Net Assets, Beginning of Year 2,106,290    394,211      2,500,501   

Net Assets, End of Year 2,297,273$  302,542$    2,599,815$ 

Promise House, Inc.

Statement of Activities and Changes in Net Assets

For the Year Ended August 31, 2017

______________________

The accompanying notes are an integral part of this financial statement.
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Program Supporting Fundraising Total

Expenses Expenses Expenses Expenses

Salaries and related expenses  $   2,221,668  $     315,426  $   321,083  $  2,858,177 

Client assistance and program 

     supplies 190,274       -                  -                190,274      

Food and supplies 75,066         -                  391           75,457        

Child care 9,335           -                  -                9,335          

Professional services, fees and

     memberships 66,604         23,520        24,656      114,780      

Building expense 90,442         8,549          7,541        106,532      

Utilities 38,888         5,543          4,266        48,697        

Furniture and small equipment 27,409         5,599          8,623        41,631        

Depreciation 171,394       13,822        -                185,216      

Telecommunications 32,233         9,093          7,955        49,281        

Insurance 51,016         8,598          8,266        67,880        

Office supplies 8,776           8,197          3,941        20,914        

Recognition 4,965           -                  1,216        6,181          

Professional development 6,896           1,166          3,915        11,977        

Staff travel 7,332           3,115          1,023        11,470        

Automobile expenses 7,175           2,650          -                9,825          

Interest -                  698             -                698             

Scholarships 6,509           -                  -                6,509          

Board and related consulting

     expenses -                  8,979          3,623        12,602        

Printing and postage 1,852           3,512          916           6,280          

Bad debts 24,325         -                  -                24,325        

Events and marketing -                  25,000 13,865      38,865        

Other general and administrative 5,092           13,222        6,189        24,503        

3,047,251$  456,689$    417,469$    $  3,921,409 

Promise House, Inc.

Statement of Functional Expenses

______________________

For the Year Ended August 31, 2017

The accompanying notes are an integral part of this financial statement.
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Cash Flows From Operating Activities

Change in Net Assets 99,314$       

Adjustments to reconcile increase in net assets 

to net cash provided by operating activities:

Depreciation 185,216       

Bad debts 24,325         

Reinvested interest (122)             

Changes in operating assets and liabilities:

Grants and program services receivable (221,818)      

Unconditional promises to give 84,993         

Prepaid expenses (10,123)        

Security deposits (4,350)          

Accounts payable and accrued expenses (38,792)        

Accrued payroll and related 45,292         

  Net Cash Provided by Operating Activities 163,935       

Cash Flows From Investing Activities

Purchase of equipment (52,546)        

Cash Flows From Financing Activities

Borrowing on line of credit 30,000         

Repayment of line of credit (30,000)        

  Net Cash Provided by Investing Activities -                  

  Net Decrease in Cash and Cash Equivalents 111,389       

Cash and cash equivalents, beginning of year 565,804       

Cash and cash equivalents, end of year 677,193$     

Supplemental Cash Flow Information

Interest paid 698$            

Promise House, Inc.

For the Year Ended August 31, 2017

Statement of Cash Flows

______________________

The accompanying notes are an integral part of this financial statement.
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Promise House, Inc.
Notes to Financial Statements

August 31, 2017
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NOTE 1:  ORGANIZATION AND SUMMARY OF ACCOUNTING POLICIES
The summary of significant accounting policies of Promise House, Inc. (Organization) is presented 
to assist in understanding the financial statements. The financial statements and notes are 
representations of the Organization’s management, which is responsible for their integrity and 
objectivity.  These accounting policies conform to accounting principles generally accepted in the 
United States of America (U.S. GAAP) and have been consistently applied in the preparation of the 
financial statements.

Organization – The Organization is a Texas nonprofit corporation created to provide emergency 
residential care and counseling services for youth. The Organization also provides temporary housing 
and support services for homeless and runaway youth. The Organization receives funding to support 
its programs from a variety of sources. A significant source of the Organization’s revenue is derived 
from governmental agencies. In addition, the Organization receives support through public 
contributions from individuals, corporations, and other nonprofit organizations.

Use of Estimates - Management uses estimates and assumptions in preparing financial statements.  
Those estimates and assumptions affect the reported amounts of assets and liabilities, the disclosure 
of contingent assets and liabilities, and reported revenues and expenses.  Significant estimates used 
in preparing these financial statements include those assumed in recording functional allocation of 
expenses and depreciation and amortization.  It is at least reasonably possible that the significant 
estimates used will change within the next year. Actual results could vary from estimates.

Cash and Cash Equivalents - The Organization considers all short-term investments with an 
original maturity of ninety days or less to be cash equivalents. Cash equivalents at August 31, 2017
totaled $140,652. The Organization places cash and marketable securities, which at times may 
exceed federally-insured limits, with high-credit quality financial institutions. The Organization has 
not experienced any losses on such assets.

Investments - Investments, consisting of certificates of deposit with maturity dates of more than 
ninety days, are stated at their current market values as long-term assets.  

Contributed Goods and Services - Donations of noncash assets are recorded as contributions at 
their estimated fair value as of the date of donation. Donated services are recognized as contributions 
in accordance with U.S. GAAP, if the services (a) create or enhance nonfinancial assets or (b) require 
and are provided by individuals with specialized skills and if not provided by donation would 
typically need to be purchased.

Functional Allocation of Expenses - The costs of providing the various programs and supporting 
services have been summarized on a functional basis.  Accordingly, certain costs have been allocated 
among the programs, supporting services, and fundraising benefited.



Promise House, Inc.
Notes to Financial Statements

August 31, 2017
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NOTE 1:  ORGANIZATION AND SUMMARY OF ACCOUNTING POLICIES
(CONTINUED)
Contribution Receivables and Promise to Give - Contributions are recognized when a donor
makes a promise to give to the Organization that is, in substance, unconditional. Contributions that 
are restricted by the donor are reported as increases in unrestricted net assets if the restrictions expire 
in the fiscal year in which the contributions are recognized. All other donor-restricted contributions 
are reported as an increase in temporarily or permanently restricted net assets, depending on the 
nature of the restrictions. When a restriction expires or is satisfied, temporarily restricted net assets 
are reclassified to unrestricted net assets.

Unconditional promises to give that are due more than one year beyond the statement of financial 
position date are discounted to a net present value using an estimated discount factor for risk-free 
borrowing.

Contributions receivable are considered past due when payments are not made under the terms of the 
contribution agreement. There were no past due contributions receivable at August 31, 2017 and no 
provision was made for uncollectible pledges receivable as of that date. Contributions receivable are 
considered uncollectible and written off to uncollectible pledges when the donor withdraws the 
contribution commitment or fails to provide a reasonable revised schedule of contributions.

Grants and Program Services Receivable - The Organization maintains receivables due from 
various grantors and contractors, primarily composed of federal and local government agencies, 
which are included in grants and program services receivable on the Statements of Financial 
Position. The Organization considers all receivable balances which are over six months past due as 
uncollectible. As of August 31, 2017, the allowance for doubtful accounts was $7,550.

Financial Statement Presentation - Net assets and revenues, expenses, gains, and losses are 
classified based on the existence or absence of donor-imposed restrictions.  Accordingly, net assets 
and changes therein are classified as follows:

Unrestricted net assets - Net assets not subject to donor-imposed stipulations.

Temporarily restricted net assets – Net assets subject to donor-imposed stipulations that may 
or will be met, either by actions of the Organization and/or the passage of time.  

Revenues are reported as increases in unrestricted net assets unless use of the related asset is limited 
by donor-imposed restrictions. Expenses are reported as decreases in unrestricted net assets.  
Expirations of temporarily restricted net assets (i.e., the donor-stipulated purpose has been fulfilled 
and/or the stipulated time period has elapsed) are reported as reclassifications between the applicable 
classes of net assets.  Contributions of assets other than cash are recorded at their estimated fair 
value.
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NOTE 1:  ORGANIZATION AND SUMMARY OF ACCOUNTING POLICIES 
(CONTINUED)
Income Taxes - The Organization is exempt from federal income taxes under Section 501(a) of the 
Internal Revenue Code (IRC) of 1986, as amended, as an organization described in Section 501(c)(3) 
of the IRC.  The Organization has been classified as an organization that is not a private foundation
under IRC Section 509(a)(2), and as such, contributions to the Organization qualify for deductions as 
charitable contributions.  However, income generated from activities unrelated to the Organization’s 
exempt purpose is subject to tax under IRC Section 511.

Accounting for Uncertainty in Income Taxes - Management has concluded that any tax positions 
that would not meet the more-likely-than-not criterion of Financial Accounting Standards Board 
(FASB) Accounting Standards Codification (ASC) Topic 740-10, Accounting for Income Taxes, 
would be immaterial to the financial statements taken as a whole. Accordingly, the accompanying 
financial statements do not include any provision for uncertain tax positions, and no related interest 
or penalties have been recorded in the statement of activities or accrued in the statement of financial 
position. Federal and state tax returns of the Organization are generally open to examination by the 
relevant taxing authorities for a period of three years from the date the returns are filed.

Property, Equipment, Depreciation - Property and equipment are stated at cost when purchased or
fair value at the date the equipment is donated, less accumulated depreciation. Major expenditures 
and those that substantially increase useful lives are capitalized. All equipment purchases in excess 
of $1,000 and having a useful life of one year or more are capitalized.  Maintenance, repairs, and 
replacements, which do not improve or extend the lives of the respective assets, are charged to 
operations when incurred.  When property and equipment is sold or otherwise disposed of, the asset 
and related accumulated depreciation is removed, and any gain or loss is included in operations.  
Depreciation has been computed using the straight-line method over the useful lives of the assets as 
follows:

Building and building improvements 10-30 years
Equipment and furniture 3-7 years
Automobiles 4 years

Date of Management’s Review – Subsequent events have been evaluated for potential recognition 
or disclosure through February 1, 2018, which is the date the financial statements were available to 
be issued.

NOTE 2: INVESTMENTS
As of August 31, 2017, investments consisted of one certificate of deposit for $306,715. The 
Organization received interest income of $122 for the year ended August 31, 2017.
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NOTE 3: PROPERTY AND EQUIPMENT
Property and equipment as of August 31, 2017 consisted of the following:

Land $ 146,439
Buildings and building improvements 3,037,021
Equipment and furniture 602,298
Automobiles 185,980

3,971,738
Less accumulated depreciation (2,525,349)

$ 1,446,389

NOTE 4: BOARD DESIGNATED NET ASSETS
At August 31, 2017, board designated net assets consisted of $549,136 set aside for cash reserves.

NOTE 5:  TEMPORARILY RESTRICTED NET ASSETS
At August 31, 2017, temporarily restricted net assets approximately consisted of the following:

Psychiatric and mental services $ 15,300
Scholarships 282,200
Time restricted 2,500
Other 2,500

$ 302,500

Net assets released from restriction during the year ended August 31, 2017 were approximately as
follows:

Residential programs $ 543,300
Psychiatric and mental services 199,200
Scholarships 6,500
Food and clothing 5,500
Special event and volunteer personnel 18,500
After school and drop in programs 7,500
Time restricted 7,500
Other 8,900

$ 796,900



Promise House, Inc.
Notes to Financial Statements

August 31, 2017
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NOTE 6:  IN-KIND CONTRIBUTIONS
During the year ended August 31, 2017, the Organization received $22,033 of contributed goods
donated for an auction for a special event held by the Organization and is included in net special 
event revenue.  The Organization also received $25,000 in contributed advertising services to raise 
awareness of the Organization and its mission.

NOTE 7:  CONCENTRATIONS OF RISK
At August 31, 2017, approximately 27% of the Organization’s receivables were due from 
governmental agencies, and approximately 36% of the Organization’s support and revenues were 
from governmental agencies.

NOTE 8:  EMPLOYEE RETIREMENT PLAN
The Organization has a voluntary 401(k) retirement plan available to full-time employees after 
completion of an eligibility period. Employees may make contributions, subject to certain 
limitations, on a pre-tax basis. For the year ended August 31, 2017, the Organization made 
approximately $22,600 in contributions to the plan.

NOTE 9:  LEASE OBLIGATIONS
Operating Leases
The Organization leases various office equipment under noncancelable operating leases expiring 
between 2018 and 2019. The Organization also leases apartments and homes under six month to 
one year terms.

Future minimum lease payments are approximately as follows:

For the years ending August 31,
2018 $ 125,400
2019 40,600
2020 and thereafter   -
Total $ 166,000

Lease expense for the year ended August 31, 2017 was approximately $65,700.
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Notes to Financial Statements
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NOTE 10: LINE OF CREDIT
The Organization has a revolving line of credit of $500,000, secured by the deed of trust on the 
Organization’s property, with an interest rate of prime (5.25% at August 31, 2017) plus 1% with a 
floor of 5%. Accrued but unpaid interest payments are due monthly through May 2022 when the 
entire amount of principal and interest outstanding is due. The Organization borrowed and repaid 
$30,000 during the year ended August 31, 2017. The balance on the revolving line of credit at 
August 31, 2017 was $0.
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Promise House, Inc.
Schedule of Expenditures of Federal Awards

For the Year Ended August 31, 2017

17

PASS-THROUGH
FEDERAL AGENCY/PASS-THROUGH                ENTITY IDENTIFYING
                           AGENCY CFDA NO. NUMBER AMOUNT

   
U.S. Department of Health and Human Services
     Direct Programs:

Basic Center Program for Runaway and Homeless 
Youth 93.623 $ 399,959

Transitional Living for Homeless Youth 93.550 200,000
Transitional Living Program for LGBT and  

Former Foster Youth 93.550   155,688
$ 355,688

U.S. Department of Homeland Security
Federal Emergency Management Agency 97.024 $ 52,000

Program
U.S. Department of Housing and Urban Development

Supportive Housing Program 14.235   237,219
Emergency Shelter Grant Program 14.231 172,727

$ 409,946
U.S. Department of Justice/

Texas Office of the Governor 16.575 2016-VA-GX-0033 $ 86,066

Total Federal Expenditures $ 1,303,659

NOTE 1: BASIS OF ACCOUNTING
The Schedule of Expenditures of Federal Awards is prepared on the accrual basis of accounting. The 
information in this schedule is presented in accordance with the requirements of Title 2 U.S. Code of 
Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and 
Audit Requirements for Federal Awards (Uniform Guidance).  Some amounts presented in this 
schedule may differ from amounts presented in, or used in the preparation of, the general purpose 
financial statements.

NOTE 2: INDIRECT COSTS
Expenditures reported on the Schedule are recognized following, as applicable, either the cost 
principles in OMB Circular A-122, Cost Principles for Non-Profit Organizations, or the cost 
principles contained in the Uniform Guidance, wherein certain types of expenditures are not 
allowable or are limited as to reimbursement.  Promise House has elected not to use the 10% de 
minimis indirect cost rate allowed under the Uniform Guidance.
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SUMMARY OF AUDITORS’ RESULTS

1. We have issued an unmodified opinion on the financial statements of Promise House, Inc. as of 
and for the year ended August 31, 2017.

2. No significant deficiencies or material weaknesses relating to the audit of the financial 
statements were found.

3. The results of the financial statement audit disclosed no instances of noncompliance which were 
considered material to the financial statements.

4. We issued an unmodified opinion in our report on compliance for major programs for the year 
ended August 31, 2017.

5. No significant deficiencies or material weaknesses relating to the audit of internal control over
compliance for the major federal award program were found.

6. There were no audit findings that are required to be reported in accordance with 2CFR 
200.516(a).

7. The program tested as a major program for the year ended August 31, 2017 is as follows:

Basic Center Grant for Runaway and 
Homeless Youth 93.623

      
8. The threshold used for distinguishing between type A and B programs was $750,000.

9. Promise House, Inc. did qualify as a low-risk auditee.
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FINDINGS – FINANCIAL STATEMENT AUDIT

No matters are reportable.

FINDINGS – MAJOR FEDERAL AWARD PROGRAMS AUDIT

           No matters are reportable.
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Schedule of Prior Year Findings and Questioned Costs

August 31, 2016
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Finding 2016-001 Failure to Perform Thorough Review of Accounting Schedules and 
General Ledger

Criteria: Financial statements are required to be in accordance with generally 
accepted accounting principles.

Condition: The Organization maintained inaccurate supporting schedules for promises 
to give, grants receivable, and property and equipment, and did not properly 
remove amounts from the general ledger. For promises to give, a receivable 
was not removed from the general ledger for one grant. For grants 
receivable, grants were incorrectly recorded in the general ledger as 
receivables in a past year and not removed when funds were received. For 
fixed assets, three assets were not properly disposed of in the general ledger 
in a prior year.

Corrective Action: Resolved




