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INDEPENDENT AUDITOR’S REPORT

The Board of Directors
Coastal Bend Community Foundation
Corpus Christi, Texas

We have audited the accompanying statements of financial position of Coastal Bend Community
Foundation (a nonprofit organization) as of December 31, 2011 and 2010, and the related statements
of activities and changes in net assets and cash flows for the years then ended. These financial
statements are the responsibility of the Organization’s management. Our responsibility is to express
an opinion on these financial statements based on our audits.

We conducted our audits 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 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 audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Coastal Bend Community Foundation as of December 3 1,2011 and 2010, and
the changes in its net assets and its cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America.
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June 8, 2012

Board of Directors
Coastal Bend Community Foundation
Corpus Christi, Texas

We are engaged to audit the financial statements of Coastal Bend Community Foundation for the
year ended December 31, 2012. Professional standards require that we provide you with the
following information related to our audit. We would also appreciate the opportunity to meet
with you to discuss this information further since a two-way dialogue can provide valuation
information for the audit process.

Our Responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated May 29, 2012, our responsibility, as described by
professional standards, is to express an opinion about whether the financial statements prepared
by management with your oversight are fairly presented, in all material respects, in conformity
with U.S. generally accepted accounting principles. Our audit of the financial statements does
not relieve you or management of your responsibilities.

Planned Scope and Timing of the Audit

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements; therefore, our audit will involve judgment about the number of
transactions to be examined and the areas to be tested.

Our audit will include obtaining an understanding of the organization and its environment,
including internal control, sufficient to assess the risks of material misstatement of the financial
statements and to design the nature, timing, and extent of further audit procedures. Material
misstatements may result from (1) errors, (2) fraudulent financial reporting, (3) misappropriation
of assets, or (4) violations of laws or governmental regulations that are attributable to the entity
or acts by management or employees acting on behalf of the organization. We will generally
communicate our significant findings at the conclusion of the audit. However, some matters
could be communicated sooner, particularly if significant difficulties are encountered during the
audit where assistance is needed to overcome the difficulties or if the difficulties may lead to a
modified opinion. We will also communicate any internal control related matters that are
required to be communicated under professional standards.

We expect to begin fieldwork in May 2012 and issue our report in July 2012.

This information is intended solely for the use of the Board of Directors and Audit Committee of
Coastal Bend Community Foundation and is not intended to be, and should not be, used by
anyone other than these specified parties.
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KIRK MONROE €S KLOSTERMANN,L.L.P

Certified Public Accountants

June 8,2012

Board of Directors
Coastal Bend Community Foundation
Corpus Christi, Texas

We have audited the financial statements of Coastal Bend Community Foundation (the
Foundation) for the year ended December 31, 2011, and have issued our report thereon dated June
8, 2012. Professional standards require that we provide you with information about our
responsibilities under generally accepted auditing standards, as well as certain information
related to the planned scope and timing of our audit. We have communicated such information
in our letter to you dated June 8, 2012. Professional standards also required that we
communicate to you the following information related to our audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by Coastal Bend Community Foundations are described in
Note 1 to the financial statements. No new policies were adopted and the application of existing
policies was not changed during 2011. We noted no transactions entered into by the organization
during the year for which there is a lack of authoritative guidance or consensus. All significant
transactions have been recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management
and are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because
of their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. The most sensitive estimate
affecting the financial statements was valuation of level 2 investments as discuss in Fair Value
Measurement in Note 1.

Certain financial statement disclosures are particularly sensitive because of their significance to
financial statement users. The most sensitive disclosures affecting the financial statements were
the investment and fair value disclosures because of their complexity and materiality.

The financial statement disclosures are neutral, consistent and clear.
Difficulties Encountered in Performing the Audit

We' encountered no significant difficulties in dealing with management in performing and
completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all misstatements identified during the audit,
other than those that are clearly trivial, and communicate them to the appropriate level of
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management. We detected no misstatements which were material, either individually or in the
aggregate, to the financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting,
or auditing matter, whether or not resolved to our satisfaction, that could be significant to the
financial statements or the auditor’s report. We are pleased to report that no such disagreements
arose during the course of the audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated June 8, 2012.

Management Consultations with Other Independent Accountants.

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the organization’s financial
statements or a determination of the type of auditor’s opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards with management each year prior to retention as the organization’s auditors.
However, these discussions occurred in the normal course of our professional relationship and
our responses were not a condition of our retention.

This information is intended solely for the use of the Board of Directors and Audit Committee of
the Coastal Bend Community Foundation and is not intended to be, and should not be, used by
anyone other than these specified parties.
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Current Assets:

COASTAL BEND COMMUNITY FOUNDATION

STATEMENTS OF FINANCIAL POSITION

ASSETS

Cash and Cash Equivalents

Contributions Receivable
Prepaid Expenses

Total Current Assets

Investments (Notes 2 and 3.)
Furniture and Equipment, Net (Note 4)

TOTAL ASSETS

Current Liabilities:
Grants Payable

LIABILITIES AND NET ASSETS

Accounts Payable and Accrued Expenses

Total Current Liabilities

Funds Held as Agency Endowments (Note 5)

Total Liabilities

Commitments and Contingencies (Note 7)

Net Assets (Note 6):

Unrestricted

Temporarily Restricted
Permanently Restricted

Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

DECEMBER 31,

2011 2010
$ 357,201 § 353,875
66,971 34,069
25,995 18,889
450,167 406,833
46,607,174 42,997,957
8,761 7,590
$ 47,066,102 $ 43,412,380
$ 427,114  § 547,359
22,658 9,445
449,772 556,804
3,456,201 3,357,446
3,905,973 3,914,250
2,612,979 2,617,611
12,420,544 10,271,984
28,126,606 26,608,535
43,160,129 39,498,130
$ 47,066,102 $ 43,412,380
2

See Independent Auditor's Report and Notes to Financial Statements.



COASTAL BEND COMMUNITY FOUNDATION

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED DECEMBER 31, 2011

Temporarily Permanently
Unrestricted Restricted Restricted Total
Support and Other Revenue:
Support:
Contributions $ 86,536 § 4,343,379 § 1,497,849 § 5,927,764
Less Amounts Received for Agency Funds (Note 5) - (87,764) - (87,764)
Net Support 86,536 4,255,615 1,497,849 5,840,000
Other Revenue:
Interest, Dividend and Other Investment Revenue 1,310,294 635,334 1,866 1,947,494
Less Amounts Received on Agency Funds (Note 5) - (79,295) - (79,295)
Realized and Unrealized Gains/(Losses) on Investments, Net (Note 2) 66,552 290,451 - 357,003
Less Amounts Received on Agency Funds (Note 5) - (81,409) - (81,409)
Net Other Revenue 1,376,846 765,081 1,866 2,143,793
Net Assets Released from Restrictions 30,944 (49,300) 18,356 -
Total Net Support and Net Other Revenue
and Net Assets Released from Restrictions 1,494,326 4,971,396 1,518,071 7,983,793
Operating Expenses:
Program 531,395 780,099 - 1,311,494
Support 502,054 - - 502,054
Less Expenses Allocated to Agency Funds (Note 5) - (135,513) - (135,513)
Total Operating Expenses ‘ 1,033,449 644,586 - 1,678,035
Grants Awarded 460,386 2,192,450 - 2,652,836
Less Amounts Distributed From Agency Funds (Note 5) - (14,200) - (14,200)
Net Grants Awarded 460,386 2,178,250 - 2,638,636
Total Net Operating Expenses and Grants Awarded 1,493,835 2,822,836 - 4,316,671
Federal Income Tax (Note 1) 5,123 - - 5,123
TOTAL CHANGE IN NET ASSETS (4,632) 2,148,560 1,518,071 3,661,999
Net Assets, Beginning of Year 2,617,611 10,271,984 26,608,535 39,498,130
NET ASSETS, END OF YEAR $ 2,612,979 § 12,420,544 § 28,126,606 $ 43,160,129

See Independent Auditor's Report and Notes to Financial Statements.



COASTAL BEND COMMUNITY FOUNDATION

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 2010

Temporarily Permanently
Unrestricted Restricted Restricted Total
Support and Other Revenue:
Support:
Contributions $ 100,000 $ 2,661,902 $ 996,852 § 3,758,754
Less Amounts Received for Agency Funds (Note 5) - (51,847) - (51,847)
Net Support 100,000 2,610,055 996,852 3,706,907
Other Revenue:
Interest, Dividend and Other Investment Revenue 883,208 503,953 2,330 1,389,491
Less Amounts Received on Agency Funds (Note 5) - (57,749) - (57,749)
Realized and Unrealized Gains/(Losses) on Investments, Net (Note 2) 2,314,457 2,364,282 - 4,678,739
Less Amounts Received on Agency Funds (Note 5) - (392,087) - (392,087)
Net Other Revenue 3,197,665 2,418,399 2,330 5,618,394
Net Assets Released from Restrictions 73,422 (73,422) - -
Total Net Support and Net Other Revenue
and Net Assets Released from Restrictions 3,371,087 4,955,032 999,182 9,325,301
Operating Expenses:
Program 492,856 812,996 - 1,305,852
Support 468,889 - - 468,889
Less Expenses Allocated to Agency Funds (Note 5) - (231,273) - (231,273)
Total Operating Expenses 961,745 581,723 - 1,543,468
Grants Awarded 665,266 2,341,310 - 3,006,576
Less Amounts Distributed From Agency Funds (Note 5) - (16,678) - (16,678)
Net Grants Awarded 665,266 2,324,632 - 2,989,898
Total Net Operating Expenses and Grants Awarded 1,627,011 2,906,355 - 4,533,366
TOTAL CHANGE IN NET ASSETS 1,744,076 2,048,677 999,182 4,791,935
Net Assets, Beginning of Year 873,535 8,223,307 25,609,353 34,706,195
NET ASSETS, END OF YEAR $ 2,617,611 $ 10,271,984 $ 26,608,535 $ 39,498,130

See Independent Auditor's Report and Notes to Financial Statements. 4



COASTAL BEND COMMUNITY FOUNDATION

STATEMENTS OF CASH FLOWS

Cash Flows from Operating Activities:
Change in Net Assets
Adjustments to Reconcile Changes in Net Assets to
Net Cash Provided (Used) by Operating Activities:
Depreciation
Realized and Unrealized (Gains) and Losses on Investments
Change in Noncash Current Assets and Liabilities:
Contributions Receivable
Prepaid Expenses
Grants Payable
Accounts Payable and Accrued Expenses

Funds Held as Agency Endowments
Net Cash Provided (Used) by Operating Activities
Cash Flows from Investing Activities:
Purchase of Property and Equipment
Proceeds from Sales and Redemptions of Investment Securities
Purchase of Investment Securities
Net Cash Provided (Used) by Investing Activities

Cash Flows from Financing Activities

Net Increase (Decrease) in Cash and
Cash Equivalents

Cash and Cash Equivalents, Beginning of Year

CASH AND CASH EQUIVALENTS, END OF YEAR §

YEAR ENDED
DECEMBER 31,
2011 2010
3,661,999 $ 4,791,935
3,271 4,687
(275,594) (4,286,652)
(32,902) (2,633)
(7,106) (309)
(120,245) (337,749)
13,213 (607)
98,755 253,732
3,341,391 422,404
(4,442) (5,612)
43,749,429 45,323,044
(47,083,052) (45,524,907)
(3,338,065) (207,475)
3,326 214,929
353,875 138,946
357,201 353,875
5

See Independent Auditor's Report and Notes to Financial Statements.



COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011 and 2010

Note 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Organization

The Coastal Bend Community Foundation (the Foundation) was founded in 1981 by the Corpus
Christi Chamber of Commerce and a small group of community leaders to serve donors, charitable
organizations, and the community as a whole. The Foundation provides the simplest and most cost-effective
means for establishing charitable funds, which are customized to serve donors' wishes.

The Foundation provides a broad range of options to donors and has the flexibility to respond to any
area of charitable concern. It has the ability not only to manage endowment giving, but is also qualified to
handle the giving of real estate, insurance policies, securities and other properties.

Date of Management’s Review

In preparing the financial statements, the Foundation has evaluated events and transactions for
potential recognition or disclosure through July 19, 2012, the date that the financial statements were available
to be issued.

Basis of Accounting

These financial statements are prepared on the accrual basis of accounting in conformity with
accounting principles generally accepted in the United States of America. As such, revenues are recognized as
earned and expenses are recognized when incurred.

Use of Estimates

The preparation 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 certain
reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Foundation considers all highly liquid debt
instruments held outside the custodial investment accounts with an original maturity of three months or less to
be cash equivalents. Money market accounts held in custodial investment accounts are classified as
investments.

Contributions Receivable
Contributions receivable consist of unconditional promises to give with payment dates in future

periods. As of December 31, 2011 and 2010, management anticipates that substantially all contributions
receivable will be collected.



COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011 and 2010

Note 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments

Investments in all debt and equity securities with readily determinable market values are recorded at
fair value.

Investments are made according to the investment objectives and policies adopted by the Foundation’s
board. These guidelines provide for investment in equities and fixed income securities with performance
measured against appropriate indices. A spending policy, adopted by the Foundation, determines funds
available for grant making,

Securities are held in custodial investment accounts administered by certain financial institutions. A
small portion of the Foundation’s assets, classified principally as real estate and other investments (Note 2), are
not held in custodial investment accounts with financial institutions.

Furniture and Equipment

Furniture and equipment are recorded at cost. Depreciation on furniture and equipment is computed
on the straight-line method over estimated useful lives of the assets. Expenditures for furniture and equipment
exceeding $500 individually or groups of items totaling $500 or more are capitalized. Donations of non-cash
assets are recorded at their fair values in the period received.

Grants Payable

Grants are made from available principal and income in accordance with the designations of donors.
Grants are recorded when a specific grant has been authorized by the board of the Foundation or when the
grant award is communicated to the guarantee.

Federal Income Taxes

The Foundation is qualified as an organization exempt from Federal income taxes under the provisions
of Section 501(c)(3) of the Internal Revenue Code. It has been classified as an organization that is not a
private foundation under Section 509(a) of the Internal Revenue Code.

The Foundation is subject to unrelated business income tax imposed on unrelated business taxable
income passed through from a partnership in which the Foundation has invested. Such unrelated business
taxable income is taxed at corporate income tax rates. Unrelated business income tax is reported as an expense
in the year in which the unrelated business taxable income is passed through.

Financial Accounting Standards Board (FASB) Interpretation 48, Accounting for Uncertainty in
Income Taxes (FASB) Accounting Standards Codification™ (ASC) 740 requires the Foundation to disclose its
policy for evaluating uncertain tax positions. The Foundation evaluates its uncertain tax positions using the
provisions of ASC 450, Contingencies. Accordingly, a loss contingency is recognized when it is probable that
a liability has been incurred as of the date of the financial statements and the amount of the loss can be
reasonably estimated. The amount recognized is subject to estimate and management judgment with respect to
the likely outcome of each uncertain tax position. Management has evaluated all tax positions taken by the
Foundation and has not recognized any liability as of the date of the financial statements. The amount that is

7



COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011 and 2010

Note 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Federal Income Taxes (Continued)

ultimately sustained for an individual uncertain tax position or for all uncertain tax positions in the aggregate
could differ from the amount recognized. With few exceptions, the Foundation is no longer subject to
examinations by the U.S. Federal, state or local tax authorities for years before 2008, which is the standard
statute of limitations look-back period.

Net Assets Classification

Statement of Financial Accounting Standards (SFAS) No. 117, Financial Statements of Not-for-Profit
Organizations requires the Foundation to report information regarding its financial position and activities
according to three classes of net assets: unrestricted net assets, temporarily restricted net assets, and
permanently restricted net assets.

In August 2008, The Financial Accounting Standards Board issued Staff Position No. FAS 117-1,
Endowments of Not-for-Profit Organizations: Net Asset Classification of Funds Subject to an Enacted Version
of the Uniform Prudent Management of Institutional Funds Act (UPMIFA), and Enhanced Disclosures for All
Endowment Funds (FAS 117-1). FAS 117-1 provides guidance on the net asset classification of donor-
restricted endowment funds for a not-for-profit organization that is subject to an enacted version of the
UPMIFA. The FAS 117-1 also improves disclosures about an organization’s endowment funds (both donor
restricted endowment funds and board designated endowment funds) whether or not the organization is subject
to UPMIFA.

The State of Texas adopted UPMIFA in 2007. The Foundation adopted FAS 117-1 for the year ended
December 31, 2008. The Board of Directors, on the advice of legal counsel, has determined that the majority
of the Foundation’s net assets meet the definition of endowment funds under UPMIFA. The Foundation is
governed subject to the Governing Documents for the Foundation and most contributions are received subject
to the terms of the Governing Documents.

Under the terms of the Governing Documents, the Board of Directors has the ability to distribute as
much of the corpus of any trust or separate gift, devise, bequest, or fund as the board in its sole discretion shall
determine. In accordance with UPMIFA, the Foundation considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

(1)The duration and preservation of the fund;

(2) The purposes of the Foundation and the donor-restricted endowment fund;
(3) General economic conditions;

(4) The possible effect of inflation and deflation;

(5) The expected total return for income and the appreciation of investments;
(6) Other resources of the Foundation; and

(7) The investment policies of the Foundation.

As a result of the ability to distribute corpus, the Board of Directors has determined that all
contributions received subject to the Governing Documents, and subject to UPMIFA, are classified as
temporarily restricted until appropriated, at which time the appropriation is reclassified to unrestricted net



COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011 and 2010

Note 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Net Assets Classification (Continued)

assets. Contributions that are subject to other gift instruments may be recorded as permanently restricted,
temporarily restricted or unrestricted, depending on the specific terms of the agreement.

Generally, if the corpus of a contribution will at some future time become available for spending, it is
recorded as temporarily restricted; if the corpus never becomes available for spending, it will be reported as
permanently restricted. In addition, contributions that are promised to be given in a future period are presented
as temporarily restricted until the payments are due.

Expense Allocation

Operating expenses of the Foundation are categorized as program and support. Program expenses are
directly allocable to investments, including real estate/mineral right expense and bank/broker fees. Support
expenses are generally operating expenses of the Foundation.

Endowment Investment and Spending Policies

The Foundation has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs supported by its endowment while seeking to maintain the
purchasing power of the endowment assets. The Foundation’s spending and investment policies work in
tandem to achieve this objective. The investment policy establishes an achievable return objective through
diversification of asset classes. The current long-term return objective is to return 8% net of investment fees.
Actual returns in any given year may vary from this amount.

To satisfy its long-term rate-of-return objectives, the Foundation relies on a total return strategy in
which investment returns are achieved through both capital appreciation (realized and unrealized) and current
yield (interest and dividends). The Foundation targets a diversified asset allocation that places a greater
emphasis on equity-based investments to achieve its long-term return objectives within prudent risk
parameters.

The spending policy calculates the amount of money annually distributed from the Foundation’s
various endowed funds for grant-making and administration. The current spending policy is to distribute an
amount equal to 4% of the trailing twelve quarter average balance of each fund. Accordingly, over the long
term, the Foundation expects current spending policy to allow its endowment assets to grow at an average rate
of 22% annually, after allowing for expenses of 1}4%. This is consistent with the Foundation’s objective to
maintain the purchasing power of endowment assets as well as to provide additional real growth through new
gifts and investment return.

Concentrations of Credit

The Foundation maintains cash balances at three financial institutions. Accounts at each bank are fully
insured by the Federal Deposit Insurance Corporation in all non-interest bearing accounts. At December 31,
2011 and 2010, the Foundation’s uninsured cash balances equaled approximately $285,961 and $127,944
respectively.



COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011 and 2010

Note 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Concentrations of Credit (Continued)

Substantially all of the Foundation’s contributions receivable are concentrated among donors in the
Coastal Bend area of South Texas.

The Foundation’s investments are concentrated primarily in publicly traded equity and fixed income
securities. Consequently, the value of the investment portfolio is subject to fluctuations resulting from market
volatility. The Foundation has partially mitigated this risk by diversifying into other classes of assets.

Fair Value Measurement

On January 1, 2008, the Foundation adopted Statement of Financial Accounting Standard No. 157,
Fair Value Measurement (SFAS 157). The Foundation has categorized its investments, based on the priority of
the inputs to the valuation technique, into a three-level fair value hierarchy. The fair value hierarchy gives the
highest priority to quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest
priority to unobservable inputs (Level 3). If the inputs used to measure the financial instruments fall within
different levels of the hierarchy, the categorization is based on the lowest level input that is significant to the
fair value measurement of the instrument.

Financial assets and liabilities recorded on the Statements of Financial Position are categorized based
on the inputs to the valuation techniques as follows:

Level 1

Financial assets and liabilities are valued using inputs that are unadjusted quoted prices in active
markets accessible at the measurement date of identical financial assets and liabilities. The inputs
include cash and cash equivalents, publicly traded equity securities and government and corporate
bonds that are traded by dealers or brokers in active over-the-counter markets.

Level 2

Financial assets and liabilities are valued using other observable inputs other than quoted prices in
active markets. Real estate, commodities and mineral interests and other assets are generally valued
using third party market appraisals.

Level 3

Financial assets and liabilities are valued upon unobservable inputs. Level 3 includes common stock
which is not publicly traded and is valued based upon management’s estimate using values from
completed or proposed private transactions in the stock.

10



COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 and 2010

Note 2 - INVESTMENTS

Investments at December 31, 2011 are comprised of the following:

Cash and Cash Equivalents
Domestic Equitites
Large Cap
Small/Mid Cap
Mid Cap
Small Cap
Other
Foreign Equities
Developed Markets
Emerging Markets
Foreign Corporate Bonds
REIT
Real Estate
Stable Value Fund
Energy Limited Partnership
Commodities and Mineral Rights
Government and Agency Bonds
Corporate Bonds
Hedge Funds
Accrued Interest
Other Assets
Totals

$

Unrealized

Cost Fair Value Gain/Loss
989,814 § 989,814 -
5,077,215 5,406,118 328,903
58,774 60,140 1,366
2,146,190 2,300,605 154,415
1,966,593 2,089,731 123,138
2,100 7,688 5,588
3,116,388 2,664,781 (451,607)
3,006,526 2,777,164 (229,362)
183,623 182,360 (1,263)
1,094,038 2,568,650 1,474,612
1,405,804 2,922,604 1,516,800
986,736 1,261,685 274,949
2,685,036 2,982,454 297,418
2,766,274 2,619,016 (147,258)
11,834,945 12,367,133 532,188
995,603 1,040,530 44,927
4,274,000 4,317,066 43,066
-- 49,635 49,635
42,589,659 $ 46,607,174 4,017,515
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COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 and 2010

Note 2 - INVESTMENTS (Continuation)

Investments at December 31, 2010 are comprised of the following:

Unrealized
Cost Fair Value Gain/Loss
Cash and Cash Equivalents $ 460,530 § 460,530 $ -
Domestic Equitites
Large Cap 5,891,291 6,831,031 939,740
Small/Mid Cap 62,505 69,705 7,200
Mid Cap 1,710,645 2,005,775 295,130
Small Cap 1,621,701 1,811,785 190,084
Other - - --
Foreign Equities
Developed Markets 4,185,350 3,333,703 (851,647)
Emerging Markets 2,253,013 2,621,721 368,708
Foreign Corporate Bonds 179,924 189,272 9,348
REIT 1,720,576 3,183,937 1,463,361
Real Estate 1,405,804 2,847,159 1,441,355
Stable Value Fund -- -- --
Energy Limited Partnership - - -
Commodities and Mineral Rights 2,435,497 2,994,817 559,320
Government and Agency Bonds 11,480,049 12,387,801 907,752
Corporate Bonds 918,365 1,112,385 194,020
Hedge Funds - - -
Accrued Interest -- 19,615 19,615
Other Assets 2,692,101 3,128,721 436,620
Totals $ 37,017,351  $ 42,997,957 $ 5,980,606

Unrealized gains/(losses) as reported within the Statement of Activities and Changes in Net Assets for
the years ended December 31, 2011 and 2010 were $(994,532) and $3,197,142, respectively. These are
included in Realized and Unrealized Gains/(Losses) on Investments.

Note 3 - FAIR VALUE MEASUREMENTS

The Foundation uses fair value measurements to record fair value adjustments to certain assets and
liabilities to determine fair value disclosures. For additional information on how the Foundation values all
other assets and liabilities refer to Note 1 — Organization and Significant Accounting policies.

Investments valued at fair value as of December 31, 2011 and 2010 are summarized below:

Investments Valued Using Level 1 Inputs

Investments Valued Using Level 2 Inputs

Investments Valued Using Level 3 Inputs
Total Investments

011 2010
$41,129,893 $37,019,151
5,477,281 5,978,806
$46,607,174  $42,997,957
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COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 and 2010

Note 4 - FURNITURE AND EQUIPMENT

Furniture and equipment at December 31, 2011 and 2010 consisted of the following;

Office Furniture and Equipment $

Website 4,250
Total

Less Accumulated Depreciation 79,120

Furniture and Equipment, Net $ 8,761

2010
$ 91,198
4250
95,448

Depreciation expense for the years ended December 31, 2011 and 2010 was $3,271 and $4,687,

respectively.

Note 5 - AGENCY FUNDS

The Foundation receives and distributes assets under certain agency arrangements. Statement of
Financial Accounting Standards (SFAS) No. 136, Transfers of Assets to a Not-for-Profit Organization or
Charitable Trust that Raises or Holds Contributions for Others, establishes standards for transactions in which
a community foundation accepts a contribution for a donor and agrees to transfer those assets, the return on
investment of those assets, or both, to another entity that is specified by the donor. SFAS No. 136 specifically
requires that if a not-for-profit organization (NPO) establishes a fund at a community foundation with its own
funds and specifies itself or its affiliate as the beneficiary of that fund, the community foundation must account
for the transfer of such assets as a liability. The liability has been established at the fair value of the funds. In
addition, related amounts received, distributed, investment income or loss, and expenses are presented on the

accompanying Statement of Activities and Changes in Net Assets.
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COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31,2011 and 2010

Note 6 - NET ASSETS AND ENDOWMENT NET ASSETS

During the year ended December 31, 2008 the Foundation implemented FAS 157 Fair Value
Measurements, which requires certain disclosures regarding net assets. The Foundation’s total net assets

consisted of the following at December 31, 2011:

Temporarily
Unrestricted Restricted

Permanently
Restricted Totals

Endowment Funds $2,612,979 $2,256,526
Non-Endowment Funds:

$28,126,606  $32,996,111

Donor Advised -- 3,935,857 -- 3,935,857
Field of Interest -- 462,060 -- 462,060
Designated -- 2,302,706 - 2,302,706
Special Project - 2,350,319 - 2,350,319
Scholarship - 1,113,076 - 1,113,076
Total Net Assets $2,612,979 $12,420,544  $28,126,606 $43,160,129

The Foundation’s total net assets consisted of the following at December 31, 2010:

Temporarily
Unrestricted Restricted

Permanently
Restricted Totals

Endowment Funds $2,617,611 $2,276,045
Non-Endowment Funds:

$26,608,535  $31,502,191

Donor Advised -- 1,940,955 -- 1,940,955
Field of Interest -- 2,130,158 -- 2,130,158
Designated -- 2,325,860 -- 2,325,860
Special Project - 541,325 - 541,325
Scholarship - 1,057,641 -- 1,057,641
Total Net Assets $2,617,611 $10,271,984  $26,608,535 $39,498,130
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COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 and 2010

Note 6 - NET ASSETS AND ENDOWMENT NET ASSETS (Continued)

Endowment fund net assets consisted of the following at December 31, 2011;

Temporarily Permanently

Unrestricted Restricted Restricted Totals
Undesignated $2,536,451 $ -- $14,748,411 $17,284,862
Other Endowment Funds:
Designated - 813,889 3,727,915 4,541,804
Field of Interest
and Project (12,114) 183,420 2,445,792 2,617,098
Donor Advised -- 303,752 787,254 1,091,006
Scholarship and
Fellowship (28,890) 955,465 4,105,939 5,032,514
Subtotal Other (41,004) 2,256,526 11,066,900 13,282,422
Board Designated 117,532 - 2,311,295 2,428,827
Total $2,612,979  $2,256,526 $28,126,600 $32,996,111
Endowment fund net assets consisted of the following at December 31, 2010:
Temporarily Permanently
Unrestricted Restricted Restricted Totals
Undesignated $2,509,920 - $14,499,407  $17,009,327
Other Endowment Funds:
Designated - 1,121,796 4,524,105 5,645,901
Field of Interest
and Project 227,286 2,364,068 2,591,354
Donor Advised - 41,647 42,077 83,724
Scholarship and
Fellowship (12,594) 885,316 3,553,230 4.425952
Subtotal Other (12,594) 2,276,045 10,483,480 12,746,931
Board Designated 120,285 -- 1,625,648 1,745,933
Total $2,617.611 52276045  $26,608.535  $31,502,191
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COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011 and 2010

Note 6 - NET ASSETS AND ENDOWMENT NET ASSETS (Continued)

Changes in Endowment Net Assets for 2011 consisted of the following:

Temporarily Permanently
Unrestricted Restricted Restricted Totals

Endowment Net Assets,

Beginning of Year $ 2,617,611 $2,276,045 $ 26,608,535 $31,502,191
Interest, Dividends and

Other Income,

Net of Expenses 1,310,294 71,538 1,866 1,383,698
Net Appreciation/

(Depreciation) 66,552 136,614 -- 203,166
Contributions 86,536 21,754 1,497,849 1,606,139
Appropriated for

Expenditure (1,498,958) (142,587) - (1,641,545)
Other Changes 30,944 (106,838) 18,356 (57,538)
Change in Endowment

Net Assets (4,632) 19,519 1,518,071 1,493,920
Endowment Net Assets,

End of Year $2,612,979 $2,256,526 $28,126,606 $ 32,996,111

Changes in Endowment Net Assets for 2010 consisted of the following:

Temporarily Permanently
Unrestricted Restricted Restricted Totals

Endowment Net Assets,
Beginning of Year § 873,535 $1,143,497 $25,609,353 $27,626,385

Interest, Dividends and

Other Income,

Net of Expenses 883,208 233,462 2,330 1,119,000
Net Appreciation/

(Depreciation) 2,314,457 1,380,663 -- 3,695,120
Contributions 100,000 16,974 996,852 1,113,826
Appropriated for

Expenditure (1,627,011) (378,337) - (2,005,348)
Other Changes 73.422 (120,214) - (46,792)
Change in Endowment

Net Assets 1,744,076 1,132,548 999,182 3,875,806
Endowment Net Assets,

End of Year $2,017,611 $2,276,045 $26,608,535  $31,502,191
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COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011 and 2010

Note 7- COMMITMENTS AND CONTINGENCIES

The Foundation has been named a defendant in a lawsuit disputing title to a small tract of real property
and mineral interests owned by the Foundation. Management, after consultation with legal counsel, believes
that the lawsuit is without merit and will result in no significant liability to the Foundation.

During 2009 the Foundation amended its office space lease. Future minimum lease payments over the
next three years are as follows:

Year Ending December 31, Amount
2012 19,339
2013 19,339
2014 3,223
Total Future Minimum Lease Payments $41,901

Rent expense paid under the prior and amended lease agreements was $19,339 in 2011 and $1 9,339in
2010.

Note 8 - TRUST INTEREST

The Foundation receives 40% of net income earned on the J. Kelly and Nell Loving Cain Endowment
Trust. The Foundation has no present or future claims on the principal.
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