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MASSEY ITSCHNER
& COMPANY, PC

Independent Auditor’s Report

March 11, 2026

To the Board of Directors of
Arthur Nagel Community Clinic, Inc.
Bandera, Texas

Opinion

We have audited the financial statements of Arthur Nagel Community Clinic, which comprise the statement
of financial position as of December 31, 2025, and the related statements of activities, functional expenses,
and cash flows for the year then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of Arthur Nagel Community Clinic as of December 31, 2025, 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.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of Arthur Nagel Community Clinic and to meet our other ethical responsibilities, in accordance
with the relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about Arthur Nagel Community Clinic’s
ability to continue as a going concern for one year after the date that the financial statements are issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore
is not a guarantee that an audit conducted in accordance with GAAS will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.
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In performing an audit in accordance with GAAS, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit 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 Arthur Nagel Community Clinic’s internal control. Accordingly, no such opinion is
expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Arthur Nagel Community Clinic’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the

planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

CERTIFIED PUBLIC ACCOUNTANTS



ARTHUR NAGEL COMMUNITY CLINIC, INC.
STATEMENT OF FINANCIAL POSITION
AS OF DECEMBER 31, 2025

ASSETS
Cash and Equivalents $ 568,235
Certificate of Deposit 263,056
Investments held at the Community Foundation
of the Texas Hill Country 109,944
Inventory 23,563
Prepaid Expenses 11,880
Total Current Assets 976,678
Right-of-Use Asset 18,938
Equipment 44,477
Less Accumulated Depreciation (22,787)
21,690
Total Assets $ 1,017,306
LIABILITIES AND NET ASSETS
Payables $ 9,285
Current Portion of Right-of-Use Lease Liability 18,938
Total Current Liabilities 28,223
Net Assets
Without Donor Restrictions
Board Designated Endowment Fund 109,944
Undesignated 819,208
Total Without Donor Restriction 929,152
With Donor Restrictions 59,931
Total Liabilities and Net Assets $ 1,017,306

See independent auditor’s report and accompanying notes to the financial statements
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ARTHUR NAGEL COMMUNITY CLINIC, INC.

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2025

Support and Revenues:
Contributions
Grants
In-Kind Contributions
Special Events
Investment Income, net
Other Income

Total Support and Revenues
Net Assets Released from Restrictions
Total Support and Revenues
Expenses
Program Senvices
Management and General

Fundraising
Total Expenses

Change in Net Assets
Net Assets - Beginning of Year

Net Assets - End of Year

See independent auditor’s report and accompanying notes to the financial statements

Without Donor With Donor
Restriction Restriction Total

$ 142,471 - $ 142,471
180,000 317,000 497,000
2,172,750 - 2,172,750
132,045 - 132,045
31,802 - 31,802
352 - 352
2,659,420 317,000 2,976,420

297,297 (297,297) -
2,956,717 19,703 2,976,420
2,689,128 - 2,689,128
77,486 - 77,486
171,299 - 171,299
2,937,912 - 2,937,912
18,805 19,703 38,508
910,347 40,228 950,575
$ 929,152 59,931 $ 989,083
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ARTHUR NAGEL COMMUNITY CLINIC, INC.
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2025

Personnel Costs:
Wages
Payroll Taxes
Total Personnel Costs

Patient Care Expenses
Prescription Assistance
Contract Labor

Lease Expense
Professional Fees
Utilities

Insurance

Software Maintenance and Internet
Office Supplies
Equipment

Marketing

Printing

Maintenance and Repairs
Bank Fees

Volunteer Appreciation
Education

Conference & Travel
Dues and Subscriptions
Postage

Special Event Expense
Grant Expense
Depreciation Expense

See independent auditor’s report and accompanying notes to the financial statements

Program Management

Senices and General Fundraising Total
$ 217,370 $ 18,744 $ 74,975 311,089
17,452 1,434 5,736 24,622
234,822 20,178 80,711 335,711
1,433,955 - - 1,433,955
938,667 - - 938,667
8,514 - - 8,514
15,576 3,894 - 19,470
- 24,143 26,000 50,143
10,010 2,502 - 12,512
10,578 2,645 - 13,223
3,202 565 - 3,767
- 12,474 - 12,474
- 2,104 - 2,104
18,055 - - 18,055
2,490 623 - 3,113
1,761 440 - 2,201
- 3,827 - 3,827
856 - - 856
566 - - 566
395 395 - 790
- 2,420 - 2,420
- 451 - 451
- - 64,588 64,588
5,002 - - 5,002
4,678 825 - 5,503
$ 2,689,128 $ 77,486 $ 171,299 2,937,912
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ARTHUR NAGEL COMMUNITY CLINIC, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2025

Cash Flow from Operating Activities:
Net Income (Loss) $ 38,508
Adjustments to Reconcile Net Income to
Net Cash Provided (Used) by Operating Activities:

Depreciation 5,503
Realized and Unrealized (Gain) Loss on Investments (9,764)
Changes in Operating Assets and Liabilities:

Grants Receivable 29,355
Inventories 21,706
Prepaid Expenses (8,072)
Payables 9,567

Net Cash Provided (Used) by Operating Activities 86,803

Cash Flows from Investing Activities:

Purchase of Certificate of Deposit (8,995)
Reinvestment in Securities (1,491)
Net Cash Provided (Used) by Investing Activities (10,486)

Net Increase (Decrease) in Cash 76,317
Cash at the Beginning of the Year 491,918
Cash at the End of the Year $ 568,235

See independent auditor’s report and accompanying notes to the financial statements
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ARTHUR NAGEL COMMUNITY CLINIC, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2025

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. NATURE OF ACTIVITIES

Arthur Nagel Community Clinic, Inc. (the Clinic) was incorporated in September 2007 as a nonprofit
organization and is governed by a Board of Directors, as well as a dedicated staff. The Clinic is
located in Bandera, Texas. Its mission is to provide free medical services to low-income families in
Bandera County and promote health education. The Clinic’s primary sources of revenues are
foundation grants and contributions.

The Clinic is a nonprofit provider of low-cost primary and preventative healthcare for low-income,
medically underserved Bandera County residents aged 12 and older. In addition, the Clinic provides
integrated behavioral health services (mental health counseling), prescription assistance, and
healthy lifestyle classes. Over the past ten years, the Clinic has invested in the area’s neediest
families treating more than 2,700 unduplicated patients with 18,900 separate medical and health
education services. The Clinic believes that every person deserves good health and well-being.
The Clinic’s programs and services actively promote dignity and self-respect for all.

B. BASIS OF PRESENTATION

The financial statements of Arthur Nagel Community Clinic, Inc. have been prepared using the
accrual basis in accordance with the accounting principles generally accepted in the United States
(GAAP) whereby revenues are recognized when earned and expenses are recognized when they
are incurred.

Net assets, support and revenues, expenses, gains and losses are classified based on the
existence or absence of donor-imposed restrictions. If donor-imposed restrictions are met in the
same period as the gift or investment income is received, the amount is reported as contributions
without donor restrictions. Accordingly, net assets and changes therein are classified and reported
as follows:

Net Assets Without Donor Restrictions — Net assets available for use in the general
operations and not subject to donor restrictions. Assets restricted solely through the actions
of the Board of Directors are reported as net assets without donor restrictions, board
designated.

Net Assets With Donor Restrictions — Net assets subject to donor-imposed stipulations that
will be met by actions of the Clinic and/or the passage of time. When a restriction expires, net
assets with donor restrictions are reclassified to net assets without donor restrictions and
reported in the statement of activities as net assets released from restrictions.

C. FUNCTIONAL ALLOCATION OF EXPENSES

The costs of providing the Clinic’s programs and activities 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. These expenses require allocation on a reasonable
basis that is consistently applied. The expenses that are allocated include salaries and benefits
which are allocated on the basis of estimated time and efforts, as well as utilities, rent, insurance
and repairs and maintenance which are allocated based on square footage.

D. CASH AND CASH EQUIVALENTS

Cash and cash equivalents include all checking and savings accounts with a maturity of three
months or less.



ARTHUR NAGEL COMMUNITY CLINIC, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2025

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont.)

E. REVENUE RECOGNITION

Revenue is recognized when earned. Program service revenues are revenues received from clients
at the time of service, and are based on a donation rather than a set fee. These exchange
transactions are recognized as revenue in the period in which the contribution is received.
Contributions are recognized when cash, securities or other assets, an unconditional promise to
give, or notification of a beneficial interest is received. Conditional promises to give are not
recognized until the conditions on which they depend have been substantially met. As of December
31, 2025, there are no conditional promises to give.

Grants and contributions received are recorded as net assets with restriction or net assets without
restriction, depending on the existence and/or nature of any donor restriction. When a restriction
expires (that is, when a stipulated time restriction ends or purpose restriction is accomplished), net
assets with restriction are reclassified to net assets without restriction and reported in the statement
of activities as net assets released from restrictions.

F. INCOME TAXES

The Clinic is exempt from federal income tax under section 501(c)(3) of the Internal Revenue Code.
The Clinic is required to file Internal Revenue Service Form 990, Return of Organization Exempt
from Income Tax, annually.

The most significant tax position of the Clinic is its assertion that it is exempt from income taxes
and its determination of whether any amounts are subject to unrelated business income tax (UBIT).
All significant tax positions have been considered by management. It has been determined that it
is more likely than not that all tax positions would be sustained upon examinations by taxing
authorities. Tax years 2022 - 2024 remain open to examination by the taxing jurisdiction to which
the Organization is subject, and these periods have not been extended beyond the applicable
statute of limitation.

G. USE OF 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 — IN-KIND CONTRIBUTIONS AND PATIENT SERVICES

The value of in-kind gifts is recognized as support at estimated fair market value at the time that the gifts
are received with an equal and offsetting amount included in the appropriate asset or expense category, as
applicable. The total market value of free medical services provided by the Clinic is estimated to be
$1,168,496 for 2025. In-kind contributions are valued based upon an estimate of the wholesale values that
would be received for selling the goods in their principal market, considering their condition and utility for
use at the time the goods are contributed by the donor. In-kind contributions are not sold, and goods are
distributed only for program use.

The Clinic provides a Prescription Assistance Program (PAP) to its patients, which allows for the Clinic to
receive prescription drugs on behalf of the patients who need pharmaceutical assistance. The prescription
drug request is submitted to the drug manufacturer by the PAP manager, and the pharmaceutical is shipped
to the Clinic with the patient’'s name on the bottle.
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ARTHUR NAGEL COMMUNITY CLINIC, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2025

NOTE 2 — IN-KIND CONTRIBUTIONS AND PATIENT SERVICES (cont.)

In-kind contributions consist of the following for the years ended December 31, 2025:

Professional Medical Services 1,168,496
Prescriptions 916,371
Non-Medical Senrvices 87,883

Total $ 2,172,750

NOTE 3 — REVENUE CONCENTRATIONS

The Clinic relies upon grants and service fees for funding a majority of its programs. The reliance upon
several large donors created the following revenue concentrations (not including in-kind contributions) for
the year ended December 31, 2025:

Methodist Healthcare Ministries 19.44%
Kronkosky Charitable Foundation 16.20%
Total Concentration 35.64%

NOTE 4 — INVENTORY

Inventory is stated at the lower of cost or market based on the first-in, first-out basis. Inventory consists of
donated prescription medications and is stated at the estimated cost that the Clinic would have paid for the
item had it not been donated.

NOTE 5 — PROPERTY AND EQUIPMENT

Property and equipment purchased in excess of $500 is capitalized and depreciated over the estimated
useful life of the property. Useful lives for the various asset classes are listed in the detail below.

Property and equipment consists of the following at December 31, 2025:

Clinic Equipment (7 - 15 years) $ 8,020
Computer Equipment (7 years) 36,457
Less: Accumulated Depreciation (22,787)

Net Property and Equipment $ 21,690

NOTE 6 — LEASES

Arthur Nagel Community Clinic leases the office space used for operations from Bandera County Helping
Hand under the terms of a non-cancellable operating leases. For leases with terms greater than 12 months,
the related right-of-use assets and right-of-use obligations are recorded at the present value of lease
payments over the term. The Clinic does not include renewal options in the lease term for calculating the
lease liability unless it is reasonably certain they will exercise the option or the lessor has the sole ability to
exercise the option.
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ARTHUR NAGEL COMMUNITY CLINIC, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2025

NOTE 6 — LEASES (cont.)

The components of the lease expense were as follows for the year ended December 31, 2025:

Operating lease cost $ 19,200
Total lease cost $ 19,200

The following table presents lease-related assets and liabilities at December 31, 2025:

Operating leases:

Operating lease right-of-use assets 18,938
Current operating lease right-of-use liabilities 18,938
Total operating lease liabilities $ 18,938

Other information:
Weighted-average remaining lease term — operating leases 1 year
Weighted-average discount rate — operating leases 3.0%

The maturities of operating lease liabilities as of December 31, 2025 were as follows:

2026 19,200
Total lease payments 19,200
Less: interest (262)
Present value of lease liability $ 18,938

NOTE 7 — BOARD DESIGNATED ENDOWMENT FUND

The Clinic received a donation of an endowment fund with restrictions in 2017. It was reviewed and clarified
in 2018 as to the original intent of the donation and the restriction was removed from the contribution. The
Board of Directors have designated $109,944 of net assets without donor restrictions (which represents the
fair market value of the investment) to support the mission of the Clinic. Since the amount designated by
the Board resulted from an internal designation and is not donor restricted, it is classified and reported as
net assets without donor restrictions. All investment expenses have been recorded as a reduction to Interest
and Dividend Income on the Statement of Activities.

It is the policy of the Board to preserve amounts designated for the Endowment. This is accomplished
through non-invasion of the Endowment principal. The Board may designate a percentage of annual
earnings to increase the amounts designated for the Endowment. Net assets designated for the Endowment
are invested using a “Total Return Concept”.
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ARTHUR NAGEL COMMUNITY CLINIC, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2025

NOTE 7 — BOARD DESIGNATED ENDOWMENT FUND (cont.)

Composition of and changes in the board designated endowment net assets for the year ended December
31, 2025 are as follows:

Beginning of the Year $ 98,689
Interest & Dividends 2,913
Net Appreciation (Realized and Unrealized) 9,763
Investment Fees (1,421)

$ 109,944

Return Objectives and Risk Parameters

The Clinic holds all endowment investments with the Community Foundation of the Texas Hill Country. The
Community Foundation of the Texas Hill country believes the best long-term performance will be achieved
through a balanced portfolio consisting of equities, fixed income and cash. Endowment assets include those
assets from board designated funds. The Board of Directors of the Clinic has adopted investment and
spending policies for the endowment fund assets that attempt to fulfill the purpose of the fund and also
protect the principal of the fund. The intent of the endowment fund is to grow the fund until a capital threshold
of $50,000 is reached, after which 50% of the annual interest is to be rolled back into the fund to assist with
possible reduction in annual value and to increase the fund balance. The remaining 50% of annual interest
would roll into the annual budget of the Clinic.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, the Clinic relies on a total return strategy in which
investment returns are achieved through current yield (interest and dividends). The fund is designed to offer
a portfolio balanced through a diversified group of quality securities.

NOTE 8 — FAIR VALUE MEASUREMENTS

In accordance with accounting principles generally accepted in the United States of America, certain assets
and liabilities are required to be measured at fair value on a recurring basis. For the Clinic, the assets that
are adjusted to fair value on a recurring basis are limited to the investment in certificates of deposit and
Investments held at the Community Foundation of the Texas Hill Country. The Clinic has no liabilities
recorded at fair value.

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability
(an exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction
between market participants at the measurement date. Additionally, the inputs used to measure fair value
are prioritized based on a three-level hierarchy. This hierarchy requires entities to maximize the use of
observable inputs and minimize the use of unobservable inputs. The three levels of inputs used to measure
fair value are as follows:

e Level 1 — Valuations based on unadjusted quoted prices for identical instruments in active
markets that are available as of the measurement date

e Level 2 — Valuations based on quoted prices in markets that are not active or for which all
significant inputs are observable, either directly or indirectly

e Level 3 — Valuations based on inputs that are unobservable and significant to the overall fair
value measurement
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ARTHUR NAGEL COMMUNITY CLINIC, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2025

NOTE 8 — FAIR VALUE MEASUREMENTS (cont.)

Assets measured at fair value on a recurring basis as of December 31, 2025, based on the three levels of
inputs within the fair value hierarchy are as follows:

Level 1 Level 2 Level 3 Total
Investment in certificate of deposit  $ - 263,056 $ - $ 263,056
Investments held by The Foundation - 109,944 - 109,944
Total financial assets at fair value $ - $ 373,000 $ - $ 373,000

Investments held by the Foundation are recorded at fair value based on Arthur Nagel Community Clinic’s
interest in the Foundation’s investment pool, which consists of equity securities, fixed-income securities,
money market funds, and other investment securities. There were no investment transfers between levels
during the calendar year ended December 31, 2025. The fair value of the investment in the certificate of
deposit is measured using inputs other than quoted prices that are observable for the assets, including the
stated interest rate and maturity and credit risk. Accounting principles generally accepted in the United
States of America also require that certain assets and liabilities be measured at fair value on a nonrecurring
basis, generally as the result of impairment charges. Arthur Nagel Community Clinic had no assets or
liabilities adjusted to fair value on a nonrecurring basis as of December 31, 2025.

NOTE 9 — LIQUIDITY AND AVAILABILITY OF FINANCIAL RESOURCES

The following reflects the Clinic’s financial assets as of the statement of financial position date (excluding
in-kind), reduced by amounts not available for general use because of board designated or donor-imposed
restrictions within one year of the statement of financial position date. As part of the Clinic’s liquidity
management, it strives to maintain at least three months of operating cash needs. Liquidity and availability
as of December 31, 2025 is shown in the table below:

Financial Assets at Year-End:

Cash $ 568,235

Certificate of Deposit 263,056

Investments 109,944
941,235

Less:

Donor Restricted Funds (59,931)

Board Designated Endowment Funds (109,944)
(169,875)

Financial Assets Available to Meet Cash Needs
for General Expenditures within One Year $ 771,360
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ARTHUR NAGEL COMMUNITY CLINIC, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2025

NOTE 10 — Investments

Investments

The organization accounts for investments in accordance with accounting principals generally accepted in
the United States. Investments in marketable securities with readily determinable fair values are reported
at fair value in the statement of financial position. Fair value is determined using quoted market prices in
active markets for identical assets (Level 1 inputs) when available. Certificates of deposit and similar
instruments are valued using observable inputs other than quoted prices (Level 2 inputs).

Investment Return
Investment return is reported in the statement of activities and consists of interest, dividends, realized
gains and losses and unrealized gains and losses, net of external investment expenses. Investment

return is classified as without donor restrictions unless restricted by donor stipulation or law.

Investment return for the year ended December 31, 2025 consisted of the following:

Interest and dividend income $ 23,459
Net realized gains (losses) 2,742
Net unrealized gains (losses) 7,022
Investment management fees (1,421)
Total Investment Return $ 31,802

Net Asset Classification

Investment income and gains and losses are reported as increases or decreases in net assets without
donor restrictions unless the use of assets is limited by donor-imposed restrictions or law. When donor
restrictions expire, net assets are reclassifies from net assets with donor restrictions to net assets without
donor restrictions are reported in the statement of activities as net assets released from restrictions.

Concentration of Risk

The organization maintains cash and cash equivalents and certain investments at financial institutions
which, at times, may exceed federally insured limits. Accounts at these institutions are insured by the
Federal Deposit Insurance Corporation (FDIC) up to $250,000 per depositor, per insured bank, for each
account ownership category. At various times during the year, the Organization’s bank deposit balances
exceed FDIC insurance limits. Management believes the financial institutions are creditworthy and has
not experienced any losses in such accounts. The amount of deposits in excess of FDIC limits as of
December 31, 2025 was $313,980.

Investments are exposed to various risks, including interest rate, market, and credit risks. Due to the
level of risks associated with certain investment securities, it is reasonably possible that the changes in
the values of the investment securities will occur in the near term and that such changes could materially
affect the amounts reported in the financial statements.

NOTE 11 — SUBSEQUENT EVENTS

Subsequent events have been evaluated by management through March 11, 2026 which is the date the
financial statements were available to be issued.

15



