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INDEPENDENT AUDITOR’S REPORT

Board of Directors
Coastal Bend Community Foundation
Corpus Christi, Texas

We have audited the accompanying financial statements of Coastal Bend Community Foundation
(a nonprofit organization), which comprise the statements of financial position as of December
31, 2017 and 2016, and the related statements of activities and cash flows for the years 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 the 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. 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 involves performing procedures to obtain audit evidence about 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.
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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 Coastal Bend Community Foundation as of December 31, 2017 and
2016, and the changes in net assets and cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.
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Gowland, Strealy, Morales & Company, PLLC
Certified Public Accountants

Corpus Christi, Texas
August 10, 2018



Coastal Bend Community Foundation
Statements of Financial Position
December 31, 2017 and 2016

Assets

Current Assets:
Cash and Cash Equivalents S
Contributions Receivable
Prepaid Expenses

Prepaid Federal Income Taxes
Total Current Assets

Investments
Furniture and Equipment, Net

Total Assets S

Liabilities and Net Assets

Current Liabilities:
Grants Payable S
Accounts Payable and Accrued Expenses
Federal Income Tax Payable

Total Current Liabilities

Funds Held as Agency Endowments

Total Liahilities

Commitments and Contingencies

Net Assets:
Unrestricted
Temporarily Restricted
Permanently Restricted

Total Net Assets

Total Liabilities and Net Assets S

2017 2016
1,499,085 364,292
- 146,875
43,772 45,478
3,353 3,353
1,546,210 559,998
81,214,639 73,250,107
4,793 4,388
82,765,642 73,814,493
440,824 529,196
31,965 17,045
472,789 546,241
6,795,198 6,157,428
7,267,987 6,703,669
5,406,056 4,108,890
33,800,850 27,527,363
36,290,749 35,474,571
75,497,655 67,110,824
82,765,642 73,814,493

The accompanying notes are an integral part of the financial statements.
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Coastal Bend Community Foundation
Statement of Activities and Changes in Net Assets’
" For the Year Ended December 31, 2017

Temporaily Permanently
Unrestricted Restricted Restricted Total
Support and Other Revenue
Support
Contributions 133,850 9,384,925 916,010 S 10,434,785
Less Amounts Received for Agency Funds - - (100,479) (100,479)
Net Support 133,850 9,384,925 815,531 10,334,306
Other Revenue
Interest, Dividend and Other Investment Revenue 1,217,378 1,066,078 647 2,284,103
Less Amounts Received on Agency Funds (194,713) - (194,713)
Realized and Unrealized Gains/(Losses)
on Investments, Net 2,141,328 4,275,804 - 6,417,132
Less Amounts Received on Agency Funds - (637,890) - (637,890)
Net Other Revenue 3,358,706 4,509,279 647 7,868,632
Net Assets Released from Restrictions 19,859 (19,859) - -
Total Net Support and Net Other Revenue
and Net Assets Released from Restrictions 3,512,415 13,874,345 816,178 18,202,938
Operating Expenses
Program 554,980 1,192,805 - 1,747,785
Support 625,474 - - 625,474
Less Expenses Allocated to Agency Funds - (42,737) - (42,737)
Total Operating Expenses 1,180,454 1,150,068 - 2,330,522
Grants Awarded
Grants Awarded 1,034,795 6,703,366 - 7,738,161
Less Amounts Distributed From Agency Funds (252,575) - (252,575)
Net Grants Awarded 1,034,795 6,450,791 - 7,485,586
Total Net Operating Expenses
and Grants Awarded 2,215,249 7,600,859 - 9,816,108
Federal Income Tax {Benefit) - - - .
Total Change in Net Assets 1,297,166 6,273,486 816,178 8,386,830
Net Assets, ‘Beginning of Year 4,108,890 27,527,363 35,474,571 67,110,824
Net Assets, End of Year 5,406,056 33,800,845 36,290,749 $ 75,497,654

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

4



Coastal Bend Community Foundation
Statement of Activities and Changes in Net Assets
For the Year Ended December 31, 2016

Temporaily Permanently
Unrestricted Restricted Restricted Total
Support and Other Revenue
Support
Contributions S 102,260 S 4,781,322 S 410,488 S 5,294,070 -
Less Amounts Received for Agency Funds - (130,488) - (130,488)
Net Support 102,260 4,650,834 410,488 5,163,582
Other Revenue :
interest, Dividend and Other Investment Revenue 1,065,220 985,631 143 2,050,994
Less Amounts Received on Agency Funds {129,533) - (129,533)
Realized and Unrealized Gains/(Losses)
on Investments, Net 1,169,518 1,956,615 - 3,126,133
Less Amounts Received on Agency Funds - (317,357) - (317,357)
Net Other Revenue 2,234,738 2,495,356 143 4,730,237
Net Assets Released from Restrictions (47,399) (11,939) 59,338 -
Total Net Support and Net Other Revenue
and Net Assets Released from Restrictions 2,289,599 7,134,251 469,969 9,893,819
Operating Expenses :
Program 529,714 824,027 - 1,353,741
Support 684,923 - 684,923
Less Expenses Allocated to Agency Funds (40,493) - (40,493)
Total Operating Expenses 1,214,637 783,534 - 1,998,171
Grants Awarded
Grants Awarded 612,698 5,350,574 - 5,963,272
Less Amounts Distributed From Agency Funds (98,897) (98,897)
Net Grants Awarded - 612,698 5,251,677 - 5,864,375
Total Net Operating Expenses
and Grants Awarded 1,827,335 6,035,211 - 7,862,546
Federal Income Tax (Benefit) - - -
Total Change in Net Assets 462,264 1,099,040 469,969 2,031,273
Net Assets, Beginning of Year 3,646,626 26,428,323 35,004,602 65,079,551
Net Assets, End of Year $  4,10889%0 § 27,527,363 § 35474571 5 67,110,824

The accompanying notes are an integral part of the financial statements.
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Coastal Bend Community Foundation
Statements of Cash Flows
For the Year Ended December 31, 2017 and 2016

Cash Flows from Operating Activities: 2017 2016
Change in Net Assets S 8,386,831 2,031,273
Adjustments to Reconcile Changes in Net Assets to

Net Cash Provided (Used) By Operating Activities:

Depreciation ’ 1,795 2,101

Realized and Unrealized (Gains) and Losses in Investments (6,197,317) (2,808,776)

Change in Noncash Current Assets and Liabilities:
Contributions Receivable 146,875 153,353
Prepaid Expenses 1,709 (13,892)
Grants Payable (88,372) (72,830)
Accounts Payable and Accrued Expenses 14,920 9,945
Funds Held as Agency Endowment 637,770 437,987
Net Cash Provided {Used) by Operating Activities 2,904,211 (260,839)

Cash Flows from Investing Activities:

Purchase of Property and Equipment (2,200} (649)
Proceeds from Sales and Redemptions of Investment Securities 13,212,953 28,497,016
Purchase of Investment Securities (14,980,171) (27,998,288)

Net Cash Provided {Used) by Investing Activities (1,769,418) 498,079

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

Federal Income Taxes Paid

The accompanying notes are an integral part of the financial statements.
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1,499,085 364,292




Coastal Bend Community Foundation
Notes to Financial Statements
For the Years Ended December 31,2017 and 2016

Note 1 - Summary of Significant Accounting Policies

Nature of Activities

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 Review

In preparing the financial statements, the Foundation has evaluated events and transactions for
potential recognition or disclosure through August 10, 2018, the date the financial statements
were available to be issued.

Basis of Accounting

These financial statements are prepared on the accrual basis of accounting applicable to non-
profit organizations in accordance with accounting principles generally accepted in the United
States of America (U.S. GAAP). As such, revenues are recognized as earned and expenses are
recognized when incurred.

Basis of Presentation

Net assets and revenues, expenses, gains, and losses are classified as unrestricted, temporarily
restricted, and permanently restricted based upon the following criteria:

Unrestricted Net Assets

Unrestricted net assets consist of net assets that are not subjected to donor-imposed
restrictions.  Unrestricted net assets result from operating revenues, unrestricted
contributions, and unrestricted investment income. Unrestricted net assets may be
designated for specific purposes by action of the Board.

Temporarily Restricted Net Assets

Temporarily restricted net assets consist of assets that are subject to donor-imposed
stipulations that require the passage of time or the occurrence of a specified event. When
the donor restriction expires, the temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statement of activities and changes in net assets
as net assets released from restriction.



Coastal Bend Community Foundation
Notes to Financial Statements
For the Years Ended December 31,2017 and 2016

Permanently Restricted Net Assets

Permanently restricted net assets consist of net assets that are subject to donor-imposed
stipulations that are to be maintained permanently. Generally, donors of these assets permit
the use of all or part of the income earned on any related investments for general or specific
purposes. Distributions are limited if the fund falls below the historical gift value.

Types of Funds

The Foundation receives contributions for funds that are to be used exclusively for charitable
purposes. The donor may have designated one or more specific charitable purposes for all
future distributions from the contribution. These funds are classified by charitable purposes
as:

e Designated Funds — if distributions are restricted by the donor to specific charitable
agencies.

o Field of Interest Funds — if distributions are restricted by the donor to a type or range
of charitable purposes.

e Scholarship Funds — if distributions are restricted for scholarships.

o Discretionary Funds — if the donor allows distributions to be made for any charitable

purpose

The four types of funds may each be further classified as “advised” funds if the donor, or any
other authorized person, submits recommendations to the Foundation concerning the selection
of charitable grantees, the time or amounts of grants, and/or investment policy.

Fair Value of Financial Instruments

The Foundation’s financial instruments are cash and cash equivalents, contributions
receivable, investments, other assets, grants payables, accounts payables and accrued expenses.
Fair value of investments are based on quoted market prices as of December 31, 2017. The
carrying amount of all other financial instruments approximates fair value based on their short-
term nature.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Accordingly, actual
results could differ from those estimates.



Coastal Bend Community Foundation
Notes to Financial Statements
For the Years Ended December 31, 2017 and 2016

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.
Investments

Investments in all debt and equity securities with readily determinable market values are
recorded at fair value. Unrealized and realized gains and losses are included in the statement
of activities and changes in net assets.

Assets donated to the Foundation are recorded at their estimated fair value on the date of the
donation. The donor’s historical cost has been used as a fair value for those investments which
do not have readily determinable fair values. Increases or decreases in market values are
recognized at the end of the accounting period.

The Foundation has significant investments in stock, bonds, and mutual funds and is, therefore,
subject to concentrations of market, investment, and credit risk. Investments are made by
investment managers engaged by the Foundation and investments are monitored for the
Foundation by the Investment Committee. In addition to the assets previously noted, the
Foundation has investments in real estate, mineral interests, partnerships, hedge funds and
grouped trust funds.

Though the market value of investments is subject to fluctuations on a year-to-year basis,
management believes the investment policy is prudent for the long-term welfare of the
Foundation and its beneficiaries. Investments are made according to the investment objectives
and policies adopted by the Foundation’s board. These guidelines provide for investment in
equities, fixed income securities, and other investments approved by the Investment
Committee with performance measured against appropriate indices. A spending policy,
adopted by the Foundation, determines funds available for grant making.

Furniture and Equipment

Furniture and equipment are recorded at cost. Depreciation expense on furniture and
equipment is computed on the straight-line method over the estimated useful life 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 grantee.
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Coastal Bend Community Foundation
Notes to Financial Statements
For the Years Ended December 31,2017 and 2016

Classification of Net Assets

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;

(%) 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 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. :
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Coastal Bend Community Foundation
Notes to Financial Statements
For the Years Ended December 31, 2017 and 2016

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.

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 the
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’s
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 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 2013, which
is the standard statute of limitations look-back period.

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 expenses and
bank/broker fees. Support expenses are generally operating expenses of the Foundation.
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Coastal Bend Community Foundation
Notes to Financial Statements
* For the Years Ended December 31, 2017 and 2016

Endowment Investments 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 8.00% 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 approximately 4.00% at December 31,2017
and 4.00% at December 31, 2016 of the trailing twelve quarter average balance of each
Endowed fund. Accordingly, over the long term, the Foundation expects current spending
policy to allow its endowment assets to grow at an average rate of 2.50% annually, after
allowing for expenses of 1.50%. 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 operating cash balances at one high credit quality financial
institution. Accounts at each bank are insured by the Federal Deposit Insurance Corporation
in all non-interest bearing accounts up to a maximum of $250,000. The balance, at times, may
exceed federally insured limits. At December 31, 2017, the excess of deposit liability reported
by the bank over the amount that would have been covered by federal insurance was
$1,249,085.

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.
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Coastal Bend‘Community Foundation
Notes to Financial Statements
For the Years Ended December 31, 2017 and 2016

Fair Value Measurement

The Foundation follows an accounting standard that defines fair value, establishes a framework
for measuring fair value, establishes a fair value hierarchy based on the quality of inputs used
to measure fair value, and requires expanded disclosures about fair value measurements. It
describes three levels of inputs that may be used to measure fair value:

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 the 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.

Subsequent Events

The Foundation has evaluated subsequent events through August 10, 2018 which is the date
the financial statements were available to be issued.

***Continued on Next Page***
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* Coastal Bend Community Foundation
Notes to Financial Statements
For the Years Ended December 31, 2017 and 2016

Note 2 - Investments

Investments at December 31, 2017 are comprised of the following:

Fair Unrealized
Cost Value Gain/Loss
Cash and cash equivalents $ 8,176,284 $ 8,176,284 § -
Domestic Equities

Total Stock Market 11,229,204 14,361,687 3,132,483

Large Cap 2,764,758 3,605,640 840,882

Small/Mid Cap - -

Mid Cap 2,360,727 3,481,231 1,120,504

Small Cap 352,238 388,707 36,469

Other 2,000 6,833 4,833
Foreign Equities

All World 586,081 692,207 106,126

Development Markets 6,645,740 6,984,516 338,776

Emerging Markets 4,423,053 5,313,684 890,631

Corporate Bonds 886,404 888,767 2,363

Combined/Other 161,588 160,342 (1,246)
REIT 4,782,042 4,834,553 52,511
Real estate 3,268,922 9,322,921 6,053,999
Master Limited Partnership - '

Energy 3,103,509 3,190,706 87,197
Commodities and Mineral Rights 1,451,156 1,646,267 195,111
Govt. & Agency Securities 3,225,973 3,210,702 (15,271)
Corporate Bonds 6,017,139 5,996,196 (20,943)
Hedge Fund of Funds 5,898,273 6,168,919 270,646
Private Equity 2,443,595 2,732,232 288,637
Other 15,250 15,250 -
Accrued Interest 36,995 36,995

$ 67,793,936 $ 81,214,639 $ 13,420,703
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Coastal Bend Community Foundation
Notes to Financial Statements

For the Years Ended December 31,2017 and 2016

Investments at December 31, 2016 are comprised of the following:

Fair Unrealized
Cost Value Gain/Loss
Cash and cash equivalents 5,593,761 $ 5,593,761 § -
Domestic Equities

Total Stock Market 10,592,576 11,528,079 935,503

Large Cap 3,057,660 3,372,058 314,398

Small/Mid Cap - - -

Mid Cap 3,063,744 4,272,272 1,208,528

Small Cap 375,221 386,986 11,765

Other 2,000 5,933 3,933
Foreign Equities

All World 776,731 740,678 (36,053)

Development Markets 7,018,834 6,525,126 (493,708)

Emerging Markets 3,597,752 3,654,250 56,498

Corporate Bonds 482,216 478,845 (3,371)
REIT 4,321,634 4,277,335 (44,299)
Real estate 2,827,844 8,949,603 6,121,759
Master Limited Partnership -

Energy 3,037,582 3,306,546 268,964
Commodities and Mineral Rights 1,422,679 1,445,768 23,089
Govt. & Agency Securities 3,058,734 3,034,373 (24,361)
Corporate Bonds 6,299,418 6,242,616 (56,802)
Hedge Fund of Funds 5,488,713 5,892,550 403,837
Private Equity 2,772,620 2,998,475 225,855
Accrued Interest 1,980 46,736 44,756
Other 498,115 498,115 -

$ 64,289814 § 73,250,105 § 8,960,291

Unrealized gain/(losses) as reported within the Statement of Activities and Changes in Net
Assets for the years ended December 31, 2017 and 2016 were $5,128,022 and $1,670,152,
respectively. These are included in Realized and Unrealized Gains/(Losses) on Investments.
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Coastal Bend Community Foundation
Notes to Financial Statements
For the Years Ended December 31,2017 and 2016

Note 3 — Fair Value Instruments

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, 2017 and 2016 are summarized below:

2017 2016
Investments Valued Using Level 1 Inputs ‘ $ 61,095920 $§ 53,470,380
Investments Valued Using Level 2 Inputs 15,354,931 15,344,805
Investments Valued Using Level 3 Inputs 4,763,788 4,434,920

$ 81,214,639 $§ 73,250,105

Note 4 - Furniture and Equipment

Furniture and equipment at December 31, 2017 and 2016 are summarized as follows:

2017 2016
Office Furniture & Equipment $ 73,919 § 67,469
Website - 4,250
73,919 71,719
Less accumulated depreciation 69,126 67,331
Net Furniture and Equipment $ 4,793 $ 4,388

Note 5 - Agency Funds

In accordance with accounting standards, if a non-profit organization establishes a fund at a
community foundation with its own funds and specifies itself as the beneficiary of that fund,
the community foundation must account for the transfer of such assets as a liability. The
Foundation refers to such funds as Agency Funds.

The Foundation maintains legal ownership of Agency Funds and, as such, continues to report
the funds as assets of the Foundation and a liability has been established for the fair value of
the funds.
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Coastal Bend Community Foundation
Notes to Financial Statements
For the Years Ended December 31, 2017 and 2016

Note 6 — Net Assets and Endowment Net Assets

The Foundation’s total net assets consisted of the following at December 31, 2017:

Temporatily Permanently
Unrestricted Restricted Restricted Totals

Endowment Funds $ 5,013,552 § 9,804,929 $ 36,290,749 $ 51,199,230
Non-Endowment Funds

Donor Advised - 15,272,460 - 15,272,460

Field of Interest - 674,557 _ - 674,557

Designated - 3,786,607 - 3,786,607

Special Project - 3,060,756 - 3,060,756

Scholarship - 1,111,541 - 1,111,541

Unrestricted 392,504 - - 392,504
Total Net Assets $ 5,406,056 $ 33,800,850 $ 36,290,749 $ 75,497,655

The Foundation’s total net assets consisted of the following as December 31, 2016: |

Temporatily Permanently
Unrestricted Restricted Restricted Totals

Endowment Funds $ 3,712,506 $ 8,326,981 $ 35474571 $ 47,514,058
Non-Endowment Funds

Donor Advised - 14,343,055 - 14,343,055

Field of Interest - 542,335 - 542,335

Designated - 355,076 - 355,076

Special Project - 3,014,411 - 3,014,411

Scholarship - 945,505 - 945,505

Unrestricted 396,384 - - 396,384
Total Net Assets $ 4,108890 $ 27,527,363 $ 35474571 $ 67,110,824
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Coastal Bend Community Foundation
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For the Years Ended December 31, 2017 and 2016

Note 6 — Endowment Net Assets

Interpretation of Relevant Law

The Foundation’s staff reviews each fund or trust document to determine which should be
classified as endowment funds, as defined under the State Prudent Management of Institutional
Funds Act (SPMIFA or the Act). Such funds are restricted by the donor so they are not wholly
expendable by the Foundation on a current basis.

The Board has interpreted the Act as requiring specific reporting of the fair value of the original
gift as of the gift date of certain donor-restricted endowment funds. When a donor places
permanent restriction on the use and amount of distributions, the Foundation classifies the
following as permanently restricted net assets: (1) original value of gifts donated to the
permanent endowment, (2) subsequent: gifts to the endowment, and (3) accumulations made
pursuant to the direction of the applicable donor gift instrument. The portion of a donor-
restricted endowment fund that is classified as permanently restricted net assets is not reduced
by losses on the investments of the fund, except to the extent required by the donor.

An endowed fund with a negative balance in permanently restricted net assets will be
reclassified and shall reduce unrestricted net assets. In accordance with the Act, the Board
must exercise prudence when it authorizes discretionary accumulations or expenditures from
a fund for charitable purposes. Before authorizing an expenditure from a fund, the Board must
consider, among other things, the following factors to the extent that the factors are applicable
and appropriate:

The duration and preservation of the fund

The purposes of the Foundation and the fund

The general economic conditions

The possible effect of inflation and deflation

The expected total return from income and appreciation for the Foundation’s
investments

The resources of the Foundation

e The investment policy of the Foundation

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor-restricted
endowment funds may fall below the historic gift value. In accordance with U.S. GAAP,
deficiencies of this nature are reported in unrestricted net assets (designated or undesignated).
At December 31, 2017 and 2016 there were no fund deficiencies.
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Endowment fund net assets consisted of the following as December 31, 2017:

Undesignated

Other Endowment Funds:
Designated
Field of Interest and Project
Donor Advised
Scholarship and Fellowship
Subtotal Other

Board Designed

Total

Undesignated

Other Endowment Funds:
Designated

Field of Interest and Project

Donor Advised
Scholarship and Fellowship
Subtotal Other

Board Designed

Temporatily Permanently
Unrestricted Restricted Restricted Totals
4,409,225 $ - $ 14,869,367 19,278,592
- 6,254,424 5,295,368 11,549,792
- 967,225 4,418,519 5,385,744
- 84,249 242,098 326,347
- 2,589,034 6,821,820 9,410,854
- 9,894,932 16,777,805 26,672,737
604,327 - 4,643,577 5,247,904
5,013,552 & 9,894,932 § 36,290,749 51,199,233
Endowment fund net assets consisted of the following at December 31, 2016:
Temporatily Permanently
Unrestricted Restricted Restricted Totals

3,138,748 § - $ 14,856,205 17,994,953

- 5,819,441 4,969,069 10,788,510

- 641,508 4,362,433 5,003,941

- 55,710 242,098 297,808
- 1,810,322 6,404,189 8,214,511

- 8,326,981 15,977,789 24,304,770

573,758 - 4,640,577 5,214,335

3,712,506 $§ 8,326,981 $§ 35,474,571 47,514,058

Total

19



Coastal Bend Community Foundation
Notes to Financial Statements
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Note 7 - Commitments and Contingencies

The Foundation negotiated and entered into a lease agreement for sixty months beginning on
or about July 1, 2014. Future minimum lease payments over the five years of the lease are as
follows:

Future minimum lease payments over the next five years are as follows:

2018 $ 33,966
2019 16,983
2020 -
2021 -
2022 -

$ 50,949

Rent expense totaled $35,348 and $35,556 for the years ended December 31, 2017 and 2016,
respectively.

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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