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KEN SKRABANEK, CPA 
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Pho ne  (281) 328-4412 • Fax (281) 462-0760 

Independen t A u d i t o r ' s R e p o r t 

To t h e Bo a r d o f D i r e c t o r s 

Houston C h i l d r e n ' s C h a r i t y 

Houston, Texas 

I have a u d i t e d t h e accompanying s t a t e m e n t s o f f i n a n c i a l p o s i t i o n o f 

Houston C h i l d r e n ' s C h a r i t y a s o f September 30, 2012 and 2011, and t h e 

r e l a t e d s t a t e m e n t s o f a c t i v i t i e s and changes i n n e t a s s e t s , f u n c t i o n a l 

e x p e n s e s , and c a s h f l o w s f o r t h e y e a r s t h e n ended. Th e s e f i n a n c i a l 

s t a t e m e n t s a r e t h e r e s p o n s i b i l i t y o f t h e C h a r i t y ' s management. My 

r e s p o n s i b i l i t y i s t o e x p r e s s an o p i n i o n on t h e s e f i n a n c i a l s t a t e m e n t s 

b a s e d on my a u d i t s . 

I c o n d u c t e d my a u d i t s i n a c c o r d a n c e w i t h a u d i t i n g s t a n d a r d s g e n e r a l l y 

a c c e p t e d i n t h e U n i t e d S t a t e s o f Ame r i c a . Those s t a n d a r d s r e q u i r e t h a t 

I p l a n and perfoann t h e a u d i t t o o b t a i n r e a s o n a b l e a s s u r a n c e about 

whether t h e f i n a n c i a l s t a t e m e n t s a r e f r e e o f m a t e r i a l m i s s t a t e m e n t . An 

a u d i t i n c l u d e s e x a m i n i n g , on a t e s t b a s i s , e v i d e n c e s u p p o r t i n g t h e 

amounts and d i s c l o s u r e s i n t h e f i n a n c i a l s t a t e m e n t s . An a u d i t a l s o 

i n c l u d e s a s s e s s i n g t h e a c c o u n t i n g p r i n c i p l e s u s e d and s i g n i f i c a n t 

e s t i m a t e s made by management, a s w e l l a s e v a l u a t i n g t h e o v e r a l l 

f i n a n c i a l s t a t e m e n t p r e s e n t a t i o n . I b e l i e v e t h a t my a u d i t s p r o v i d e s a 

r e a s o n a b l e b a s i s f o r my o p i n i o n . 

I n my o p i n i o n , t h e f i n a n c i a l s t a t e m e n t s r e f e r r e d t o above p r e s e n t 

f a i r l y , i n a l l m a t e r i a l r e s p e c t s , t h e f i n a n c i a l p o s i t i o n o f Houston 

C h i l d r e n ' s C h a r i t y a s o f September 30, 2012 and 2011, and i t s changes i n 

n e t a s s e t s , f u n c t i o n a l e x p e n s e s , and i t s c a s h f l o w s f o r t h e y e a r s t h e n 

ended, i n c o n f o r m i t y w i t h a c c o u n t i n g p r i n c i p l e s g e n e r a l l y a c c e p t e d i n 

t h e U n i t e d S t a t e s o f Ame r i c a . 

Ken Skrabanek, CPA 

Crosby, T e x a s 

O c t o b e r 30, 2012 



HOUSTON CHILDREN'S CHARITY 

STATEMENTS OF FINANCIAL POSITION 

September 30, 2012 and 2011 

2012 2011 

ASSETS 

C u r r e n t A s s e t s 

Cash and c a s h i n v e s t m e n t s 

A c c o u n t s r e c e i v a b l e 

P r e p a i d e x p e n s e s 

TOTAL CURRENT ASSETS 

632,482 

312,000 

5,134 

949,616 

471,259 

92,906 

4.606 

568,771 

F i x e d A s s e t s , a t c o s t 

P r o p e r t y and equipment 

L e s s - a c c u m u l a t e d d e p r e c i a t i o n 

NET FIXED ASSETS 

33,387 

31,374 

2 ,013 

33,387 

30,702 

2 ,685 

TOTAL ASSETS 951,629 571,456 

L I A B I L I T I E S AND NET ASSETS 

C u r r e n t L i a b i l i t i e s 

A c c o u n t s p a y a b l e 

P a y r o l l t a x e s p a y a b l e 

TOTAL CURRENT L I A B I L I T I E S 

3,607 $ 

3.607 

3,601 

134 

3.735 

Net A s s e t s 

U n r e s t r i c t e d 948,022 567,721 

TOTAL NET ASSETS 948,022 567,721 

TOTAL L I A B I L I T I E S AND 

NET ASSETS 951,629 $ 571.456 

The accompanying n o t e s a r e an i n t e g r a l 

p a r t o f t h e f i n a n c i a l s t a t e m e n t s . 
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HOUSTON CHILDREN'S CHARITY 

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS 

For the Years Ended September 30, 2012 and 2011 

2012 2011 

CHANGES IN UNRESTRICTED 

NET ASSETS 

REVENUES 
E v e n t r e v e n u e s $ 1,671,842 $ 1,058,553 

Net a s s e t s r e l e a s e d from r e s t r i c t i o n s - 39,000 

O t h e r c a s h and i n - k i n d s u p p o r t 1,532,541 1,196,027 

TOTAL UNRESTRICTED REVENUES 3,204,383 2,293,580 

EXPENSES 

Program s e r v i c e s 1,967,639 1,578,966 

Management and g e n e r a l 283,703 249,175 

Fund r a i s i n g 572,740 563,493 

TOTAL EXPENSES 2 ,824,082 2,391,634 

INCREASE (DECREASE) IN 

UNRESTRICTED NET ASSETS 380,301 (98,054) 

CHANGES IN TEMPORARILY RESTRICTED 

NET ASSETS 

P l e d g e s , n e t o f d i s c o u n t s - (39.000) 

INCREASE (DECREASE) IN TEMPORARILY 

RESTRICTED NET ASSETS - (39,000) 

CHANGE IN NET ASSETS 380,301 (137,054) 

NET ASSETS AT BEGINNING OF YEAR 567.721 704,775 

NET ASSETS AT END OF YEAR $ 948,022 $ 567,721 

The accompanying n o t e s a r e an i n t e g r a l 

p a r t o f t h e f i n a n c i a l s t a t e m e n t s . 
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HOUSTON CHILDREN'S CHARITY 

STATEMENTS OF FUNCTIONAL EXPENSES 

For the Years Ended September 30, 2012 and 2011 

Y e a r Ended September 30, 2012-

Program Management & Fund 

S e r v i c e s A d m i n i s t r a t i o n R a i s i n g 

S a l a r i e s and b e n e f i t s $ 133,600 $ 133,604 $ 133,636 

Event expenses - - 417,845 

D i r e c t b e n e f i t s to c h i l d r e n 1,819,208 

O f f i c i n g 13,563 28,044 18,949 

Marketing and promotion 1,079 17,927 2,158 

Insurance and other 189 104,128 152 

T o t a l $ 1,967,639 $ 283.703 $ 572,740 

Year Ended September 30, 2011-

S a l a r i e s and b e n e f i t s $ 119,753 $ 119,788 $ 119,753 

Event expenses - - 415,867 

D i r e c t b e n e f i t s to c h i l d r e n 1,438,871 

O f f i c i n g 18,212 45,246 24,726 

Marketing and promotion 1,017 3,017 2,035 

Insurance and other 1,113 81,124 1.112 

T o t a l $ 1.578,966 $ 249,175 $ 563,493 

The accompanying notes are an i n t e g r a l 

p a r t of the f i n a n c i a l statements. 
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HOUSTON CHILDREN'S CHARITY 

STATEMENTS OF CASH FLOWS 

For the Years Ended September 30, 2012 and 2011 

2012 2011 

CASH FLOWS FROM OPERATING A C T I V I T I E S 

I n c r e a s e ( d e c r e a s e ) i n n e t a s s e t s 

A d j u s t m e n t s t o d e r i v e n e t c a s h 

p r o v i d e d by o p e r a t i n g a c t i v i t i e s : 

P r o v i s i o n f o r bad d e b t s 

D e p r e c i a t i o n expense 

D i s c o u n t s on p l e d g e s r e c e i v a b l e 

( I n c r e a s e ) d e c r e a s e i n a s s e t s : 

A c c o u n t s r e c e i v a b l e 

P l e d g e s r e c e i v a b l e 

P r e p a i d e x p e n s e s 

I n c r e a s e ( d e c r e a s e ) i n l i a b i l i t i e s 

A c c o u n t s p a y a b l e 

P a y r o l l t a x e s p a y a b l e 

NET CASH PROVIDED BY (USED FOR) 

OPERATING A C T I V I T I E S 

380,301 $ (137,054) 

58,500 

672 

(277,594) 

(528) 
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(134) 

161,223 

671 

(1,000) 

124,099 

40,000 

(4,606) 

(12,991) 

(13.401) 

(4,282) 

CASH FLOWS FROM INVESTING A C T I V I T I E S 

P u r c h a s e o f equipment (3,356) 

NET INCREASE (DECREASE) IN CASH 161,223 (7,638) 

CASH AND CASH INVESTMENTS, 

BEGINNING OF YEAR 471,259 478,897 

CASH AND CASH INVESTMENTS, END OF YEAR 632.482 $ 471,259 

The accompanying n o t e s a r e an i n t e g r a l 

p a r t o f t h e f i n a n c i a l s t a t e m e n t s . 
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HOUSTON CHILDREN'S CHARITY 

NOTES TO FINANCIAL STATEMENTS 

September 30, 2012 and 2011 

Note 1 - N a t u r e o f A c t i v i t i e s 

Houston C h i l d r e n ' s C h a r i t y ( t h e " C h a r i t y " ) i s a n o n - p r o f i t c o r p o r a t i o n 

t h a t s u p p o r t s c a u s e s r e l a t e d t o c h i l d r e n . The C h a r i t y g e n e r a l l y 

s u p p o r t s i t s a c t i v i t i e s t hrough c o n t r i b u t i o n s from t h e p i i b l i c , e i t h e r 

d i r e c t l y o r through b e n e f i t s and e v e n t s s p o n s o r e d by t h e C h a r i t y . 

A c t i v i t i e s o f t h e C h a r i t y a r e s u b j e c t t o o v e r s i g h t by a B o a r d o f 

D i r e c t o r s . E f f e c t i v e J a n u a r y 1, 2010 t h e C h a r i t y changed i t s f i s c a l 

y e a r end t o September 30. 

Note 2 - Summary o f S i g n i f i c a n t A c c o u n t i n g P o l i c i e s 

T h i s siammary o f s i g n i f i c a n t a c c o u n t i n g p o l i c i e s o f t h e C h a r i t y i s 

p r e s e n t e d t o a s s i s t i n u n d e r s t a n d i n g t h e C h a r i t y ' s f i n a n c i a l 

s t a t e m e n t s . The f i n a n c i a l s t a t e m e n t s and n o t e s a r e t h e r e p r e s e n t a t i o n 

o f t h e C h a r i t y ' s management, who i s r e s p o n s i b l e f o r t h e i r i n t e g r i t y 

and o b j e c t i v i t y . These a c c o u n t i n g p o l i c i e s conform t o g e n e r a l l y 

a c c e p t e d a c c o u n t i n g p r i n c i p l e s and have been c o n s i s t e n t l y a p p l i e d i n 

t h e p r e p a r a t i o n o f t h e f i n a n c i a l s t a t e m e n t s . 

B a s i s o f A c c o u n t i n g 

The accompanying f i n a n c i a l s t a t e m e n t s have been p r e p a r e d on t h e 

a c c r u a l b a s i s o f a c c o u n t i n g . Under t h i s method, r e v e n u e s a r e 

r e c o g n i z e d when e a r n e d and e x p e n s e s a r e r e c o g n i z e d when i n c u r r e d . 

F i n a n c i a l S t a t e m e n t P r e s e n t a t i o n 

The C h a r i t y p r e p a r e s i t s f i n a n c i a l s t a t e m e n t s i n a c c o r d a n c e w i t h SFAS. 

No. 116 e n t i t l e d " A c c o u n t i n g f o r C o n t r i b u t i o n s R e c e i v e d and 

C o n t r i b u t i o n s Made", and SFAS No. 117 e n t i t l e d " F i n a n c i a l S t a t e m e n t s 

o f N o t - f o r P r o f i t O r g a n i z a t i o n s . " G e n e r a l l y , t h e s e s t a t e m e n t s r e q u i r e 

t h a t o r g a n i z a t i o n s s u c h a s t h e C h a r i t y r e p o r t c o n t r i b u t i o n s r e c e i v e d 

and n e t a s s e t s o f t h e C h a r i t y a c c o r d i n g t o t h e i r i n t e n d e d u s e , 

i n c l u d i n g u n r e s t r i c t e d u s e , t e m p o r a r i l y r e s t r i c t e d u s e , o r permanent 

r e s t r i c t i o n s . 

C o n s i s t e n t w i t h t h e p r o v i s i o n s o f SFAS No. 117, t h e C h a r i t y r e p o r t s 

g i f t s and p l e d g e s o f c a s h and o t h e r a s s e t s a s r e s t r i c t e d s u p p o r t i f 

t h e y a r e r e c e i v e d w i t h donor o t h e r g r a n t o r r e s t r i c t i o n s t h a t l i m i t t h e 

u s e o f t h o s e a s s e t s . F u r t h e r , p l e d g e s p a y a b l e i n t h e f u t u r e a r e 

c o n s i d e r e d r e s t r i c t e d s u p p o r t . When t h e a p p l i c c i b l e r e s t r i c t i o n 

e x p i r e s ( t h e time r e s t r i c t i o n ends o r t h e p u r p o s e r e s t r i c t i o n i s 

f u l f i l l e d ) , t e m p o r a r i l y r e s t r i c t e d n e t a s s e t s a r e r e c l a s s i f i e d t o 

u n r e s t r i c t e d n e t a s s e t s and r e p o r t e d i n t h e f i n a n c i a l s t a t e m e n t s a s 

n e t a s s e t s r e l e a s e d from r e s t r i c t i o n s . 
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HOUSTON CHILDREN'S CHARITY 

NOTES TO FINANCIAL STATEMENTS 

September 30, 2012 and 2011 

Income T a x e s 

The C h a r i t y i s a n o t - f o r p r o f i t o r g a n i z a t i o n t h a t i s exempt from 

income t a x e s under S e c t i o n 5 0 1 ( c ) ( 3 ) o f t h e I n t e r n a l Revenue Code. 

P r o p e r t y and Equipment 

P r o p e r t y and equipment c o n s i s t s o f f u r n i t u r e , f i x t u r e s , and equipment. 

A l l a s s e t s a r e s t a t e d a t c o s t . D e p r e c i a t i o n i s computed o v e r l i v e s o f 

t h r e e t o s e v e n y e a r s . 

M a i ntenance and r e p a i r s a r e c h a r g e d t o expense a s i n c u r r e d . 

E x p e n d i t u r e s f o r m a j o r r e n e w a l s and b e t t e r m e n t s a r e c a p i t a l i z e d and 

d e p r e c i a t e d . When p r o p e r t y and equipment i s r e t i r e d , t h e a s s e t c o s t 

and a c c u m u l a t e d d e p r e c i a t i o n a r e removed from t h e a c c o u n t s and t h e 

r e s u l t i n g g a i n o r l o s s i s r e f l e c t e d i n o p e r a t i o n s . 

C a s h Flow D i s c l o s u r e s 

F o r p u r p o s e s o f t h e s t a t e m e n t o f c a s h f l o w s , t h e C h a r i t y c o n s i d e r s 

i n v e s t m e n t s w i t h an o r i g i n a l m a t u r i t y o f t h r e e months o r l e s s t o be 

c a s h e q u i v a l e n t s . F o r t h e y e a r s ended September 30, 2012 and 2011 t h e 

C h a r i t y d i d n o t i n c u r any i n t e r e s t o r income t a x e s . 

E s t i m a t e s 

The p r e p a r a t i o n o f f i n a n c i a l s t a t e m e n t s i n c o n f o r m i t y w i t h g e n e r a l l y 

a c c e p t e d a c c o u n t i n g p r i n c i p l e s r e q u i r e s management t o make e s t i m a t e s 

and a s s u m p t i o n s t h a t a f f e c t t h e r e p o r t e d amounts o f a s s e t s and 

l i a b i l i t i e s and t h e r e p o r t e d amounts o f r e v e n u e s and e x p e n s e s d u r i n g 

t h e r e p o r t i n g p e r i o d . A c t u a l r e s u l t s c o u l d d i f f e r from t h o s e 

e s t i m a t e s . 

Note 3 - I n - K i n d C o n t r i b u t i o n s 

The C h a r i t y r e c e i v e s two majo r t y p e s o f i n - k i n d c o n t r i b u t i o n s : (1) 

goods f o r u s e by program b e n e f i c i a r i e s o r by t h e C h a r i t y i t s e l f 

( c o l l e c t i v e l y $1,410,125 and $1,214,226 and f o r t h e y e a r s ended 

September 30, 2012 and 2 0 1 1 ) ; and (2) a s s e t s t o be a u c t i o n e d by t h e 

C h a r i t y a t i t s f u n d r a i s i n g e v e n t s . I t e m s r e s o l d a t a u c t i o n a t t h e 

C h a r i t y ' s e v e n t s a r e r e f l e c t e d i n t h e f i n a n c i a l s t a t e m e n t s a t t h e 

amount r e a l i z e d from s a l e a t t h e a u c t i o n s . The a n n u a l g a l a i s h e l d i n 

Oc t o b e r o f e a c h y e a r . C o n t r i b u t i o n s r e f l e c t e d i n i t e m (1) a r e v a l u e d 

a t e s t i m a t e d f a i r m a r k e t v a l u e s , w h i c h were d e t e r m i n e d by t h e donors 

o r by e s t i m a t e s by t h e s t a f f o f t h e C h a r i t y . 
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HOUSTON CHILDREN'S CHARITY 
NOTES TO FINANCIAL STATEMENTS 
SEPTEMBER 30, 2012 AND 2011 

Note 4 - F a i r V a l u e o f F i n a n c i a l I n s t r u m e n t s 

The C h a r i t y ' s f i n a n c i a l i n s t r u m e n t s c o n s i s t o f c a s h and c a s h 

e c j u i v a l e n t s , a c c o u n t s and p l e d g e s r e c e i v a b l e , and a c c o u n t s p a y a b l e and 

a c c r u e d e x p e n s e s . The r e c o r d e d v a l u e s o f t h e s e f i n a n c i a l i n s t r u m e n t s 

a p p r o x i m a t e t h e i r f a i r v a l u e s b a s e d on t h e i r s h o r t - t e r m n a t u r e . 

Note 5 - C o n c e n t r a t i o n o f C r e d i t R i s k 

The C h a r i t y m a i n t a i n s c a s h a c c o u n t s , which, a t t i m e s may e x c e e d 

f e d e r a l l y i n s u r e d l i m i t s . The C h a r i t y h a s n o t e x p e r i e n c e d any l o s s e s 

from m a i n t a i n i n g c a s h a c c o u n t s i n e x c e s s o f f e d e r a l l y i n s u r e d l i m i t s . 

Management o f t h e C h a r i t y b e l i e v e s t h a t i t i s n o t e xpose d t o any 

s i g n i f i c a n t c r e d i t r i s k on i t s c a s h a c c o u n t s . 

Note 6 - Commitments and C o n t i n g e n c i e s 

The C h a r i t y l e a s e s i t s c o r p o r a t e o f f i c e s p a c e . F o r a c c o u n t i n g 

p u r p o s e s , t h i s l e a s e i s c o n s i d e r e d t o be an o p e r a t i n g l e a s e . T o t a l 

e x p e n d i t u r e s f o r r e n t f o r c o r p o r a t e o f f i c e s p a c e amounted t o $37,392 

and $38,939 f o r t h e y e a r s ended September 30, 2012 and 2011. Minimiim 

r e n t a l s under t h i s l e a s e agreement a r e a s f o l l o w s : 

Y e a r E n d i n g 

September 30, Amount 

2013 

2014 

2015 

2016 

2017 

$ 37,280 

37,280 

37,280 

37,280 

3,107 
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HOUSTON CHILDREN'S CHARITY 
NOTES TO FINANCIAL STATEMENTS 
September 30, 2012 and 2011 

Note 7 - Date o f Management's Review 

Subsequent e v e n t s were e v a l u a t e d through O c t o b e r 30, 2012, w h i c h i s 

h t e d a t e t h e f i n a n c i a l s t a t e m e n t s were a v a i l a b l e t o be i s s u e d . 
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