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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Cenikor Foundation, Inc.:

We have audited the accompanying statement of financial position of Cenikor Foundation, Inc. (Cenikor)
as of June 30, 2008, and the related statements of activities and changes in net assets, functional
expenses and cash flows for the year then ended. These financial statements are the rasponsibility of
Cenikor's management. Our responsibility is to express an opinion on these financial statements based
oh our audit. The financial statements of Caenikor Foundation, Inc. as of June 30, 2007 were audited by
other auditors whose report dated November 13, 2007 expressed an unqualified opinion on those
staternents.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
-about whether the financial statements are free of material misstatement. An audit includes consideration
of internal controf over financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpoese of exprassing an opinion on the effectiveness of Cenikor's
internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our cpinion. '

In our opinicn, the financial statements referred to above present fairly, in all material respects, the
financiai position of Cenikor Foundation, Inc. as of June 30, 2008, and the changes in net assets and its
cash fiows for the year then ended in conformity with accounting principles generally accepted in the
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CENIKOR FOUNDATION, INC.

Statements of Financial Position
June 30, 2008 and 2007

ssels

Cash and cash equivalents
Short-term investments

Accounts receivable, net of allowance for doubtful accounts

of $16,894 and $23,648 at June 30, 2008 and 2007, respectively

Grant receivable
Pledges receivable
Inventories, prepaid and other assets
Property and equipment, net
Asssts held by trustes
Deferred financing costs, net

Total assets

Ligbilities and Net Assets

Liabilities:
Accounts payable and accrued expenses
Bonds payable
Long-term capital leasas

' Long-term debt

Total liabilities

Net assets:
Unrestricted:
Undesignated
Board designated
Temporarily restrictad
Total net assets

Total liabilitiee and net assets

_ See accompanying notes to financial statements.

2008 2007
$ 3,884,485 2,240,847
407,168 824,664
665,248 642,484
134,599 123,267
41,500
29,088 46,407
8,240,940 8,565,356
267,280 264,384
92,883 101,892
$ 13,763,181 12,799,301
720,021 503,214
2,680,000 2,815,000
17,857 33,715
173,525 329,902
3,691,403 3,681,831
8,549,061 7,599,532
1,432,883 1,373,428
189,834 144,510
10,171,778 9,117,470
$ 13,763,181 12,799,301
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CENIKOR FOUNDATION, INC.

Statement of Functional Expenses

Year Ended June 30, 2008
Program Management and
Services General Fundraising Total
Residents:
Food $ 665,980 665,980
Clothing and sundry 20,402 20,402
Education 25,248 25,249
Commissary 185,688 185,689
Lab analysis 16,025 16,025
Faclity licengure . 1,160 1,160
Resident travel 2,204 2,294
Donated residant merchandise 1,135,660 1,135,660
Other 30,602 30,602
Total residents 2,083,061 - - 2,083,051
Expenses:
Accounting 2,434 20,451 22,885
Advertising 4,800 4 800
Bad dabt expense 17,84 813 18,854
Computer support 43,928 21,779 8,047 71,762
Employes benefils 281,621 30,431 17,568 320,607
Housshold supplies 21,765 21,765
Human resources 6,059 19,804 25,883
Vocational services supplies 12,101 12,101
Lawn care supplies 5,144 5,144
Insurance 586,973 26,766 30,340 644,079
“Intarest 145,127 831 145,458
Kitchen supplies 27,749 27,749
Medical 85,660 85,660
Offica expensge 26,747 15,024 42 671
Parking and fus 204,740 10,952 9,408 225,101
Payroll taxea 200,410 28,737 13,542 242 688
Pension expenae 78,346 15,403 6,401 100,150
Postage expenss 11,627 2,553 14,180
Profassional fees 2,388 85,129 87,517
Profassional training ’ 33,421 39,889 8,703 82,013
Property taxes 827 506 1,333
Public relations, printing, and member fogs 11,636 8,949 21,685
Rental and {easa 50,497 32,581 7,887 80,965
Repairs and maintenance 150,826 365 151,191
Salaries 2,257 448 390,365 162,680 2,810,493
Ralocation allowance 5,100 . 5,100
Shipping 805 2,383 3,188
Telephone 66,340 7.682 4,283 78,315
Employee meals and recognition 6.480 8,760 16,240
Travel Board and Staff 22 458 58,259 7,622 88,339
Travel- admissions and oufreach 7,314 7344
Utilitles 629,340 6,661 30,083 666,084
Vahicle maintsnanca 56,543 56,543
Direct cost of event services 74,813 74,813
Donated services and merchandise 106,206 45,280 151,496
Other expanses 885 2,437 3,322
Total expenses before depreciation
and amortization 7,259,675 845,580 424,645 8,529,910
Depreciation and arortization 676,468 41,080 42,822 760,380
Tolal functional expenses $ 793143 886,680 467,467 9,200,280

See accompaying notes to financial stataments.



CENIKOR FOUNDATION, INC.

Statement of Functional Expenses

Year Ended June 30, 2007
Program Managament and
Services Geaneral Fundralging Total
Resldents:
Food $ 536,935 536,938
Clothing and sundry 7.376 7,375
Education 3,057 3,057
Commigsary 130,776 130,776
Lab enalysis 12,783 12,783
Fazility llcensure 21,819 21,819
Resident travel 1,425 1,425
Donated resident merchandise 707,512 707,512
Qthar 21,785 21,785
Total reaigents 1,443,467 - - 1,443,487
Expenses’
Accounting 6,087 14,297 20,384
Advertising 5,076 5076
Bad dabt expense 7,504 503 8,067
Computer support ' 40,628 29,550 8122 78,370
Empleyes benefits 238,440 46,494 15,009 299,943
Household supplies 4,857 4,967
Vocatlonat services supplles 8,705 8,706
Lawn care supplies 1,933 1,933
tnsurance 503,424 32979 17,648 554,049
Interest 168,294 17,792 187,086
Kitchan supplies 20,524 20,524
Medical BO0,225 80,225
Dffice axpense 20,402 28,814 534 48,750
Parking and fuel 186,720 12,247 9,17 208,684
Peyroll taxes 148,935 34,101 11,740 184,776
Pension axpense 66,005 34,620 4,435 106,150
Fostage expense 10,998 3,893 14,802
Professlonal fecs 2,787 141,921 144,708
Professional tralning 34,810 19,204 2.094 £6,188
Project supplies 520 1,267 1,787
Property taxes 933 2 935
Public relations 12,714 2,984 550 16,248
Rental and leasa 36,038 77,842 2,990 116,870
Repairs and maintenanca 95,386 11,312 106,698
Salarias 1,856,273 470,328 158,466 2,583,066
Relocation allowance 27,483 27,483
Shipping 752 2,805 3,857
Telephone 67,188 14,650 3,459 85,285
Empleyes meals and recognition 8,123 8,868 16,991
Travel 26,533 57,108 5,801 89,443
Admissgions and outreach 2,701 244 2,945
Utliities 557,287 19,384 27,911 604,582
Vehicla maintenance 52,460 52,460
Direct cost of event services ‘ 45,905 45 805
Donated services and merchandise 152,367 40,000 45,673 238,040
Cther expenses 83,207 83 207
Tolal expenses before depraciation
and amor{lzation 6,062,143 1,150,196 359,218 7,571,657
Depreciation and amortizatian 801,583 88,837 23,526 711,928
Total functional expenses $ 6,663,708 1,237,033 382,844 8,203 583

Sea accompanying notes to financlal statements.



CENIKOR FOUNDATION, INC.

Statements of Cash Flows
Years Ended June 30, 2008 and 2007

Cash flows from operating activities:

Changes in net assets 5

Adjustments to reconcile changes in net assets to
net cash provided by operating activities:
Depreciation and amortization
Amontization of deferred financing costs
Gains on disposal of property and equipment

Change in operating assets and liabilities:
Accounts receivable
Grant receivable
Pledges receivable
Assets hald by {rustee
Inventories, prepaid and other assets
Accounts payable and accrued expenses

Net cash provided by operating activitles

Cash flows from investing activities:
Purchases of property and eguipment
Proceeds from disposal of property and equipment
Decrease (increase) in short-lerm investments

Net cash (used) provided by investing activities

Cash flows from financing activities -
repayments of long-term debt, bonds payable and capital [eases

Net increase in cash
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year $

Supplementary disclosure - interest paid $

See accompanying notes te financial statements.

2008 2007
1,054,308 841,146
751,371 702,917
9,009 9,009
(11,866) (227,786)
(22,764) (234,903)
(11,332)
(41,500) 2,433
(2,906)
17,339 51,095
216,807 169,850
1,958,466 1,303,761
(442.847) (428,620)
17,758 506,386
417,498 (14,665)
(7,593) 63,101
(307,235) (221,771)
1.643,638 1,145,091
2,240,847 1,085,756
3,884,485 2,240,847
145,958 187,086
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CENIKOR FOUNDATION, INC.

Notes to Financial Statements
June 30, 2008 and 2007

Nature of Cperations and Summary of Significant Accounting Policies

Cenikor Foundation, Inc. (Cenikor) is a nonproft, tax-exempt corporation incorporated on July 30,
1868, for the purpose of providing services to individuals, organizations and the community at large in
the areas of treatment, rehabilitation, education, vocational fraining, prevention and outreach
programs relating to the problems of chemical dependency. Rehabilitation services and fundraising
activities are conducted irom Cenikor's facilities in Houston and Fort Worth, Texas, and Baton Rouge,
Louisiana. Cenikor also operates an in-prison program for the State of Texas at Dayton, Texas.

All program participants at Cenikor's facilities are required to live at the facility, and are provided food,
housing, therapy and vocational rehabilitation. Vocational rehabilitation includes providing industry
senvices lo various businesses and individuals in each clty in which Cenlkor operates. These
sepvices ars performed by "first phase" resident members. During the second phase of the Cenikor
program, participants continue residence at the facility, work at an outside job, and pay a menthly
room and board fee.

Csniker emphasizes its vocational training by promoting its industry programs managed and operated
by the residents.

Governances of the affairs of Cenikor is vested with a Board of Directors consisting of outside
community leaders and Cenikor cfficers.

Significant accounting policies followed in the preparation of the financial statements conform to
accounting principies generally accepted in the United States of Amarica and to general practices

within the voluntary health and welfare industry. The following summarizes the more significant of
such principles and practices.

Cash and cash equivalents

Cenikor considers all liquid investments with original maturities of three months or less to be cash
equivalents. At June 30, 2008 and 2007, cash equivalents consisted primarily of money market
investments and cartificates of deposit.

Short-term_investments

Cenikor's short-term invastments consist of certificates of deposit with original maturity between five
months and cne year.

Accounts receivable

Accounts raceivable are stalad at the amount billed to customers. Cenikor provides an allowancs for
doubtful accounts, which is based upon a review of outstanding receivables, histarical collection
information and existing economic conditions. Accounts receivable are ordinarily due 30 days after
the issuance of the invoice. Dslinquent receivables are written off, based on individual credit
evaluation and specific circumstances of the customer.

Continued



CENIKOR FOUNDATION, INC.

Notes to Financial Statements, Continued

Pledges recsivable

Pledges, less a provision for uncollsctible amounts, are recorded as pledges receivable in the year
made. Unrestricted pledges are recorded as unrestricted gift income; restricted pledges are recorded
as increases in temporarily or permanently restricted net assets, depending on the donor restrictions
received with the pledge.

Property and equipment

Property and equipment is valued at cost if purchased and fair valus if contributed. Property and
equipment are depreciated on a straight-line basis over the estimated useful life of each asset.
Assots under capital lease obligations and leasehold improvements are depreciated over the shorter
of the iease term or their respective estimated useful lives,

Temporarily restricted net assets

Temporarily restricted net assets are those whose use by Cenikor has been limited by donors fo a
spegific time period or purpose.

Contributions

Gifts of cash and other assets received without donor stipulations are reported as unrestricted
revenue and net assets. Gifts received with a donor stipulation that limits their use are reporied as
temporarily or permanently restricted revenue and net assets. When a donor-stipulated time
restricticn ends or purposa restricfion (s accomplished, tempaorarily restricted nat assefs are
reclassified to unrestricled net assets and reported in the statements of activities and changes in net
assels as net assets released from resltrictions. Gifts having donor stipuiations which are satisfied in
the period the gift is received are reported as unrestricted revenue and net assets. Gifts and
investment income that are originally rastricted by the donor and for which the restriction is met in a
future period are recorded as tempararily restricted and then released from restrigtion.

Donations of property and equipment are recorded as support at their estimated fair value at the date
of danation. Assets donated with explicit restrictions regarding their use and contributions of cash
that must be used to acquire property and equipment are reported as restricted support. Itis
Cenikor's policy to imply a time restriction, based on the assel's estimated useful lives, on donations
of property and equipment that are not restricted as their use by the donor. Accordingly, those
donations are recorded as support increasing temporarily restricted net assets. Cenikor reclassifies
temporarily restricted net assets to unrestricted net asseis each year in the amount of the donated
property and equipment's depreciation expense.

In-kind contributions

In addition to receiving cash contributions, Cenikor recaives in-Kind contributions from various donors.
It is the policy of Cenikor to record the estimated fair value of certain in-kind donations as an expense
in its financial statements, and similarly increase contribution revaenus by a like amount. For the years
ended June 30, 2008 and 2007, $1,287,156 and $945,552, respéctively, were received in in-kind
contributions. Over 80% of these contributions relate to food donations from food banks.

Continued



CENIKOR FOUNDATION, INC.

Notes to Financial Statements, Continued

Deferred financing costs

Expenses related to the issuance of bonds are deferred and amortized over the term of the bond
issue using the bonds outstanding method.

Govermnment grants

Support funded by grants is recognized as Cenikor perferms the contracted services or incurs outlays
aligible for reimbursement under the grant agreements. Grant activitiss and outiays are subject to
audit and acceptance by the granting agency and, as a result of such audit, adjustments could be
required.

Income taxes

Cenikor is exempt from income taxes undsr Section 601{c)(3) of the Internal Revenue Code and a
similar provision of state law. However, Cenikor is subject to Federal income tax on any unrelated
business taxable income.

Functional ajiocation of expenses

The costs of supporting the various programs and other activities have been summarized on a
functional basis in the statements of activities and changes in net assats. Certain costs have been
allocated among the program, management, and general and fundraising categories based on square
footage, number of program staff or other reascnahle methods.

Use of estimates

The preparaticn 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 and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues, expenses, gains, losses and
other changes in net assets during the reporting period, Actual results could differ from those
estimates.

Reclassifications

Certain reciassifications have been made to the 2007 financial staternents {o conform to the 2008
financial statement presentation. These reclassifications had no effect on the changa in net assets.

Pledges Raecelvable

At June 30, 2008, all pledges receivabie are expected to be collected during the next year.
Management has determined that the pledges receivable are fully collectible, therefore, no
allowances far uncollectible accounts were considered necessary at June 30, 2008. Pledges
raceivables consist of the following at June 30, 2008:

Donor imposed resfrictsd pledges $ 40,000
Other- unrestricted pledges 1,500
$ 41,500

Continued



CENIKOR FOUNDATION, INC.

Notes to Financial Statements, Continued

3. Property and Equipment

Property and equipment consists of the following at June 30:

2008 2007
Land . $ 1,382,840 1,282,840
Buildings and leasehold improvements 10,197,969 B,926,963
Furniture and equipment 1,700,362 2,038,713
Construction in process 84,790 152,512
Vehicles 773,262 798,671
14,149,223 14,308,699

Less: Accumulated depreciation . {5,808,283) (5,754.343)
‘ 5 8240940 8,066,356

Depreciation expense was $751,371 and $702,917 for the years ended June 30, 2008 and 2007,
respectively.

4. Revenue Bonds Payabla

In April 2001, Cenikor issued Louisiana Public Facilities Authority Revenue Bonds in the amount of
$3,500,000. As cf June 30, 2008 and 2007, tha amount of bonds cutstanding was $2,680,000 and
$2,815,000, respectively. The bonds are due per the scheduled redemption of the bonds through
April 1, 2021, unless they are not remarketed, at which time they can be called. The bonds bear
interest at 8 market rate determined weekly by the remarketing agent. Interest is payable monthly.
The bonds are subject to an optional tender by the bond hciders at any time at par value, plus
accrued interest.

The notes are secured by a letter of credit issued in the amount of $3,538,123 by Union Planters
Bank, N.A., pursuant to a reimbursement agreement batween Cenikor and Union Planters Bank, N.A.
The reimbursement agreament defines the obligations of Cenikor and is secured by all of Cenikor's
present and future rights, title, interests to and under alf leases, licenses, and all other contracts used
in the operation of the facility. The reimbursement agreement requires Cenikor to Immediately repay
any amounts drawn on the letter of credit and meat certain financial covenants pertaining fo reserves,
debt to net worth and liquidity as detailed in the agreement. The agreement providas that Cenikor will
make paymants according to the scheduled redemption of the bonds, as shown below:

Year Ending
June 30,
2008 $ 145,000
2010 155,000
2011 165,000
2012 170,000
2013 180,000
Thereafter 1,865,000

$ 2,680,000

Gontinued



CENIKOR FOUNDATION, INC.

Notes to Financial Statements, Continued

6. Long-Term Debt and Capltal Leases

2008 2007
Note payable to bank, Houston; 4.75% in interest;
used for repairs to the Houston facllity; secured by the
related property; note due in full in May 2010. $ 138,997 208,204
Note payable related to various capital leases
covering office equipment, 8% interost note is due in
monthly installments; secured by related equipment 17,857 33,715
Notes payable to finance company; proceeds
from these notes used to finance vehicles;
notes due in monthly installments, including
interest; secured by related vehicles. 34,528 121,698
191,382 363,617
Lass current installments (99.201) (187.260)
$ 92181 176,357

Aggregate annual maturities and sinking fund requirements of long-term debt and payments on
capital lease ohligations are as follows:

Long-tarm Debt Capital
Year Ending {Excluding Lease
June 30, Leases) Obligations
2009 $§ 82797 16,404
2010 75,081 1,453
2011 11,721
2012 3,956
$ 173,525 12857
Property and equipment include the following property under capital leases at Juna 30:
2008 2007
Office equipment $ 45083 45,083
Less accumulated depreciation (29.774) {14 746)
$ 15,300 30,337
Continued



CENIKOR FOUNDATION, INC.

Notes to Financial Statements, Continued

8. Temporarily Restricted Net Assats

- At June 30, 2008 and 2007, temporarily restricted net assets were $189,834 and $144,510,
respectively. Restricted net assets are for use in subsequent fiscal years and future facility
renovations.

7. Net Assets Released From Restrictions

Net assets of $239,616 and $214,172 were released from donor restrictions during the years ended
June 30, 2008 and 2007, respectively, by incurring expenses satisfying grant restrictions and time
restrictions spesified by donors.

8. Operating Leases
Cenikor leases office facilities and certain equipment under noncancelable operating lease
agreements which expire at various dates.

In addition, Cenikor is leas’ng an office under a five year non cancelable lease, expiring in July 2008,
This office space is being subleased under a noncancelable agreament expiring July 2009.

The following is a schedule of futura minimum lease payments required under the above operating
leases as of June 30, 2008.

Year Ending
June 30,
2009 $ 83811
2010 68,004
2011 51,044

$ 207,869

The above lease expenses will be offset by $120,685 in sublease income through the year ending
July 2008,

Rental expense amounted to $205,785 and $188,373 during the years ended June 30, 2008 and
2007, respectively. Rentals under the sublease amounted to $114,820 and $72,503 during the years
ended June 30, 2008 and 2007, respectively.

On September 12, 2008, Hurricane lke hit Houston, damaging the office space which Cenikor
subleases, making it untenantable. Per the casualty provisions in the lease agreement, while the
building is untenantabla Cenikor owes no rant to the building owner and Cenikor is due ne rent from
the subtenant. The building owner had 80 days from the casualty date, which would be

November 11, 2008, to notify Cenikor of the estimated time needed to make the space tenantable. If
the time needed is less than & months from the casuatty date, then when the space becomes
tenantable, the subtenant would move back in and Cenikor and the subtenant would resume their
rent payments. [f the estimatad time for repairs is more than € months then Cenikor can apt qut of its
lease if the subtenant is not interested in continuing, but must give the subtenant the option of re-
occupying the space from the time it is ready through July 2009, when the lease ends. If this
occurred, both Cenikor and the subtenant would resume their rent payments whean the space was
ready through July 2009.

Continued



9.

10.

CENIKOR FOUNDATION, INC.

Notes to Financial Statements, Continued

Pension and Other Post-Ratirement Benefit Plans

Cenikor has a defined confribution pension plan covering substantially all employees. The Board of
Directors annually determines the amount, if any, of Cenikor's contributions to the plan. Pension
expense was $100,150 and $105,150 for the years ended June 30, 2008 and 2007, respecfively.

Significant Eetimates and Concentrations
Accounting principles generally accepted in the United States of America require disclosure of certain

significant estimates and current vulnerabilities due to certain concentrations. Those matters include
the iterns listed below:

General litigation

Cenikor is subject to claims and lawsuits that arise primarily in the ordinary course of business. it is
the opinion of management that the disposition or ultimate resolution of such claims and lawsuits will
nct have a material adverse effect on the financlal position of Ceniker.

In-kind_contributions

As described in note 1, Cenikor receives in-kind contributions from various donors. The amount of
annual revenue and related expenses accrued for such contributions is based on an estimate cf the
fair market value of the contributed items.

Congcentration of revenug

Vocational services revenue, which consists of payments from Cenikor business partners that
participate in Cenikor's vocational training programs, accounts for §7% of fotal revenues for the year
ended June 30, 2008. These vocational services revenuas are received from 90 different business
partners located in the three diffarent metropolitan areas whera Cenikor operates facilities.

Ccencentration of credit risk

Cenikor maintains cash and cash equivalent balances at three fnancial institutions. Accounts at each
institution ara insured by the Federal Daposit Insurance Corperation (FDIC) up to $250,000. Cenikor
has not experienced any loss in such accounts. As of June 30, 2008, the uninsured balance was
$3,652,392. Management believes that Cenikor's credit risk exposure is mitigated by the financial
strength of the banking institutions in which the deposits are heid.



