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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
SPAN, Incorporated
Denton, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of SPAN, Incorporated (a nonprofit
organization), which comprise the statement of financial position as of September 30, 2016, and the
related statements of activities, functional expenses, and cash flows for the year 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.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit 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 auditor's 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 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 SPAN, Incorporated as of September 30, 2016, and the changes in its net assets
and its cash flows for the year 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 financial statements as a whole.
The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of
Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, 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 January 30,
2017, on our consideration of SPAN, Incorporated'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
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Govemment Auditing Standards in considering SPAN, Incorporated’s
internal control over financial reporting and compliance.

/‘/GWLM Easliop, Doslon Tonm 4o

Hankins, Eastup, Deaton, Tonn & Seay, PC
Denton, Texas

&u&i,m

January 30, 2017
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SPAN, INCORPORATED

STATEMENT OF FINANCIAL POSITION
SEPTEMBER 30, 2016

ASSETS

Current Assets:
Cash $ 616,661
Accounts receivable 374,425
Prepaid expenses 5277

Total Current Assets

Property and equipment:
Land 181,100
Building 599,323
Transportation equipment 2,087,685
Office/Shop furniture and equipment 278,015

3,146,123

Less accumulated depreciation (1,816,268)

Net Property and Equipment

Total Assets

LIABILITIES AND NET ASSETS

Current Liabilities:

Accounts payable $ 39,531
Total Current Liabilities

Net Assets:
Unrestricted 2,286,687
Temporarily restricted -
Total Net Assets

Total Liabilities and
Net Assets

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

4

$ 996,363

1,329,855

26,21

$ 39,531

2,286,687

$2.326.218



SPAN, INCORPORATED

STATEMENT OF ACTIVITIES
YEAR ENDED SEPTEMBER 30, 2016

Temporarily
Unrestricted Restricted Total
Support and Revenue:
Support
Contributions $ 114,307 $ 114,307
Support from local governments 168,188 168,188
United Way 59,520 59,520
Total Support 342,015 342,015
Revenue:
Transportation grants 1,583,718 1,583,718
Transportation contracts 379,783 379,783
Aging grants 482,975 482,975
Aging contracts 87,671 87,671
Transportation program income 295,926 295,926
Meals program income 31,065 31,065
Miscellaneous 5,397 5,397
Interest income 115 115
Loss on disposition of property
and equipment (187.587) (187.587)
Total Revenue 2,679,063 2,679,063
Net assets released from
restrictions:
Satisfaction of usage restrictions 847 $ (847)
Total Support and Revenue 3,021,925 (847) 3,021,078
Expenses:
Functional Expenses:
Transportation program 2,148,588 2,148,588
Senior citizen meals and
other services 747,975 747,975
Management and general 100,312 100,312
Fundraising 32,960 32,960
Total Expenses 3,029,835 3,029,835
Change in net assets (7,910) (847) (8,757)
Net Assets, Beginning of Year 2,294,597 847 2,295,444
Net Assets, End of Year $ 2,286,687 b - $ 2,286,687

The accompanying notes are an integral part of these financial statements.
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SPAN, INCORPORATED

STATEMENT OF CASH FLOWS
YEAR ENDED SEPTEMBER 30, 2016

Cash Flows From Operating Activities:

Change in net assets $ (8,757)
Adjustments to reconcile change in net assets
to net cash provided by operating activities:

Depreciation 365,562
Increase in accounts receivable (82,833)
Increase in prepaid expenses (2,514)
Decrease in accounts payable (5,075)
Loss on disposition of property and equipment 187,587
Net Cash Provided By Operating Activities $ 453,970

Cash Flows From Investing Activities:

Purchase of property and equipment (344,883)
Proceeds from sale of property and equipment 13,432
Net Cash Used by Investing Activities (331.451)
Net increase in cash and cash equivalents 122,519
Cash and cash equivalents - September 30, 2015 494 142
Cash énd cash equivalents - September 30, 2016 $616.661

Supplemental disclosure:

Interest paid during the year 3 -
Income taxes paid during the year $ -

The accompanying notes are an integral part of these financial statements.
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SPAN, INCORPORATED

STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED SEPTEMBER 30, 2016

Salaries and wages
Payroll taxes
Workers compensation

insurance
Health insurance
Retirement
Travel
Occupancy
Insurance
Telephone
Office expense
Conferences and meetings
Advertising
Professional fees
Computer and

equipment expenses

Fundraising expenses
Fuel and oil
Licensing
Vehicle repairs

and maintenance
Health testing
Uniforms
Miscellaneous
Cost of meals
Equipment maintenance/fees

Total Expenses
Before Depreciation

Depreciation of Property
and Equipment

Total Expenses

Program Services

Support Services

Senior Citizen Management
Meals and and
Transportation Other Services General Fundraising Total
$ 1,087,832 $ 225,189 $ 74123 $24,707 $1,411,851
85,656 17,922 5,847 1,949 111,374
27,827 10,875 2,185 728 41,615
112,320 34,705 8,299 2,767 158,091
9,002 4673 773 257 14,705
2,092 2,900 4,992
18,454 7,195 1,013 337 26,999
53,035 3,715 864 288 57,902
20,909 8,791 1,083 364 29,157
9,742 5,002 832 278 15,854
4,050 2,391 537 179 7,157
7,995 218 8,213
8,088 3,160 938 312 12,498
16,233 1,508 700 233 18,674
390 390
168,815 168,815
6,609 6,609
127,863 127,863
2,265 2,265
5,900 5,900
21,160 2,679 2,594 26,433
402,157 402 157
4,759 4759
1,795,847 735,839 99,798 32,789 2,664,273
352,741 12,136 514 171 365,562
$2,148,588 $ 747975 100,312 $ 32,960 $3,029.835

The accompanying notes are an integral part of these financial statements.
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SPAN, INCORPORATED

NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A

Nature of Activities

SPAN, Incorporated (SPAN) is a not-for-profit agency established to provide
transportation, meals and other services to senior citizens and others within the
community.

Financial Statement Presentation

The accompanying financial statements have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United
States. Net assets and revenues, expenses, gains, and losses are classified based on the
existence or absence of donor-imposed restrictions. Accordingly, net assets of the
Organization and changes therein are classified and reported as follows:

Unrestricted net assets - Net assets that are 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.
When a restriction expires, temporarily restricted net assets are reclassified to unrestricted
net assets and reported in the statement of activities as net assets released from
restrictions.

Description of Programs

Transportation - SPAN provides transportation programs for citizens throughout Denton
County. Programs include demand response transportation in Denton County for senior
citizens, persons with disabilities, and the general public. Funding for these programs is
provided through Federal and State transportation grants and contracts; fares and
donations received from riders; and local public and private support.

Senior Citizen Meals and Other Services - Daily (Monday through Friday) hot meals are
served to senior citizens at ten sites throughout Denton County. The program also
includes home delivered meals to qualifying home-bound senior citizens. Funding for the
meal programs is provided by Federal and State aging grants, donations from meal
recipients and local public and private support. SPAN also provides a variety of programs
for senior citizens including information and referral and recreational activities at senior
centers.



PAN, INCORPORATED

NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

NOTE 1 — SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D.

Contributions

Contributions, including unconditional promises to give, are recorded as made. All
contributions are available for unrestricted use unless specifically restricted by the donor.
Conditional promises to give are recognized when the conditions on which they depend
are substantially met. Unconditional promises to give due in the next year are recorded at
their net realizable value. Unconditional promises to give due in subsequent years are
reported at the present value of their net realizable value, using risk-free interest rates
applicable to the years in which the promises are to be received.

Property and Equipment

Expenditures for property and equipment are stated at cost. Donated property and
equipment is recorded at its estimated fair market value at the date of donation.

Depreciation of property and equipment is calculated on the straight-line method over the
following estimated useful lives:

Buildings 31.5 years
Vehicles 4-10 years
Equipment 4-8 years
Furniture and fixtures 7-10 years

Contributed Services and Materials

SPAN receives donated services from a variety of unpaid volunteers assisting SPAN in its
programs. No amounts have been recognized in the accompanying statement of activities
because the criteria for recognition of such volunteer effort under SFAS No. 116 have not
been satisfied.

Income Taxes

SPAN is exempt from Federal income taxes under Internal Revenue Code Section
501(c)(3) and therefore has made no provision for Federal income taxes. In addition,
SPAN has been determined by the Internal Revenue Service not to be a "private
foundation" within the meaning of Section 509(a) of the Internal Revenue Code. There
was no unrelated business income.

Functional Aliocation of Expenses

The costs of providing SPAN's various programs and supporting services have been
summarized on a functional basis in the statement of activities. Accordingly, certain costs
have been allocated among the programs and supporting services benefited.



PAN, INCORPORATED

NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

NOTE 1 — SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

. Cash Equivaients

For purposes of the statement of cash flows, SPAN considers all cash and other highly
liquid investments with initial maturities of three months or less to be cash equivalents.

J. Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

NOTE 2 - LINE OF CREDIT

SPAN has entered into a line of credit financing agreement with Wells Fargo Bank. The
agreement allows for borrowings of up to $175,000. Interest payments are due monthly at the
prime rate plus 1.50% (4.75% at September 30, 2016) with a minimum interest rate of 5.0%.
During the year ended September 30, 2016, there were no borrowings outstanding under the line
of credit. The financing agreement expires February 2, 2017 at which time any amounts of
principal and interest are due.

NOTE 3 - CONCENTRATIONS OF RISK

SPAN maintains several bank accounts at three banks. Accounts at an institution are insured by
the Federal Deposit Insurance Corporation (FDIC) up to $250,000. Cash held at Wells Fargo
Bank exceeded Federally insured limits at certain times during the year. At September 30, 2016,
cash balances at Wells Fargo Bank were $438,546.

SPAN receives a significant portion of its revenues under transportation grants from Texas
Department of Transportation (TXDOT) and North Central Texas Council of Governments
(NCTCOG). Revenue from these grants were $685,258 from TXDOT and $854,561 from
NCTCOG during the year ended September 30, 2016.

SPAN also received $499,859 in aging and transportation grants from the Area Agency on Aging.
NOTE 4 - RETIREMENT PLAN

SPAN sponsors a retirement plan for its employees. The plan is a salary reduction retirement
plan under Internal Revenue Code Section 403(b). Under the plan, employees can elect to
contribute to the plan, up to Internal Revenue Code limits. SPAN matches eligible employee’s
contributions up to three percent of the employee’s compensation. During the fiscal year ended
September 30, 2016, SPAN contributed $14,705 in matching contributions to the plan.
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SPAN, INCORPORATED

NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2016

NOTE 5 - FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying amounts of cash, accounts receivable, accounts payable, and deferred revenue
reported in the statement of financial position approximate fair values because of the short
maturities of those instruments.

NOTE 6 — SUBSEQUENT EVENTS
Management has reviewed events subsequent to September 30, 2016 through January 30, 2017,

which is the date the financial statements were available to be issued. No subsequent events
were identified that were required to be recorded or disclosed in the financial statements.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
SPAN, Incorporated
Denton, Texas

We have audited, in accordance with the 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, the financial
statements of SPAN, Incorporated (a nonprofit organization), which comprise the statement of
financial position as of September 30, 2016, and the related statements of activities, functional
expenses, and cash flows for the year then ended, and the related notes to the financial
statements, and have issued our report thereon dated January 30, 2017.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered SPAN,
Incorporated's internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of SPAN, Incorporated’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Organization’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented, or
detected and corrected on a timely basis. A significant deficiency is a deficiency, or a combination
of deficiencies, in internal control that is less severe than a material weakness, yet important
enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

13



Compliance and Other Matters

As part of obtaining reasonable assurance about whether SPAN, Incorporated’s financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances
of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the organization’s internal control or on compliance. This report is an integral part of the audit
performed in accordance with Government Auditing Standards in considering the organization’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

Hom,ﬁxw Easling, Jealen “JOran %&ad/

Hankins, Eastup, Deaton, Tonn & Seay, PC
Denton, Texas

January 30, 2017
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY
THE UNIFORM GUIDANCE

To the Board of Directors
SPAN, Incorporated
Denton, Texas

Report on Compliance for Each Major Federal Program

We have audited SPAN, Incorporated’s compliance with the types of compliance requirements
described in the OMB Compliance Supplement that could have a direct and material effect on
each of SPAN, Incorporated’s major federal programs for the year ended September 30, 2016.
SPAN, Incorporated’s major federal programs are identified in the summary of auditor’s results
section of the accompanying schedule of finding and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations,
contracts, and grants applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of SPAN, Incorporated's
major federal programs based on our audit of the types of compliance requirements referred to
above. We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and
the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Costs Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Those standards and the Uniform Guidance require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types
of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about
SPAN, Incorporated’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each

major federal program. However, our audit does not provide a legal determination of SPAN,
Incorporated’s compliance.
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Opinion on Each Major Federal Program

In our opinion, SPAN, Incorporated complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each
of its major federal programs for the year ended September 30, 2016.

Report on Internal Control Over Compliance

Management of SPAN, Incorporated is responsible for establishing and maintaining effective
internal control over compliance with the types of compliance requirements referred to above.
In planning and performing our audit of compliance, we considered SPAN, Incorporated’s
internal control over compliance with the types of requirements that could have a direct and
material effect on each major federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for
each major federal program and to test and report on internal control over compliance in
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on
the effectiveness of SPAN, Incorporated’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on
a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies. We did
not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the

requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other
purpose.

Hovohons, €actip. | Doakon Tomn ¢ 4@@3/

Hankins, Eastup, Deaton, Tonn & Seay, PC
Denton, Texas

January 30, 2017
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