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We have audited the accompanying financial statements of Coastal Bend Community Foundation (a
nonprofit organization), which comprise the statement of financial position as of December 31,2012
and 2011, and the related statements of activities and changes in net assets, 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 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 audits. 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 the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Coastal Bend Community Foundation as of December 31,2012 and 201 1. 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.
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COASTAL BEND COMMUNITY FOUNDATION

STATEMENTS OF FINANCIAL POSITION

ASSETS
Current Assets:
Cash and Cash Equivalents
Contributions Receivable
Prepaid Expenses
Prepaid Federal Income Taxes (Note 1)

Total Current Assets

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

TOTAL ASSETS

LIABILITIES AND NET ASSETS
Current Liabilities:
Grants Payable
Accounts Payable and Accrued Expenses
Federal Income Tax Payable (Note 1)

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,
2012 2011

255,606 $ 357,201
316,300 66,971
46,715 25,995
2,361 .
620,982 450,167
52,299,474 46,607,174
11,656 8,761
52,932,112 $ 47,066,102
493,578 $ 427,114
28,337 17,535

- 5,123

521,915 449,772
4,056,099 3,456,201
4,578,014 3,905,973
3,688,131 2,612,979
14,288,028 12,420,544
30,377,939 28,126,606
48,354,098 43,160,129
52,932,112 $ 47,066,102

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, 2012

Support and Other Revenue:
Support:
Contributions S
Less Amounts Received for Agency Funds (Note 5)

Net Support
Other Revenue:
[nterest, Dividend and Other Investment Revenue
Less Amounts Received on Agency Funds (Note 5)
Realized and Unrealized Gains/(Losses) on Investments, Net (Note 2)
Less Amounts Received on Agency Funds (Note 5)
Net Other Revenue

Net Assets Released from Restrictions

Total Net Support and Net Other Revenue
and Net Assets Released from Restrictions

Operating Expenses:
Program
Support
Less Expenses Allocated to Agency Funds (Note 5)
Total Operating Expenses
Grants Awarded:
Grants Awarded
Less Amounts Distributed From Agency Funds (Note 5)
Net Grants Awarded
Total Net Operating Expenses and Grants Awarded
Federal Income Tax (Note 1)
TOTAL CHANGE IN NET ASSETS

Net Assets, Beginning of Year

NET ASSETS, END OF YEAR $

Temporarily Permanently
Unrestricted Restricted Restricted Total
3275 § 4,141,954 § 1,818,105 5,963,334
- (101,955) - (101,955)
3,275 4,039,999 1,818,105 5,861,379
1,278,859 677,499 280 1,956,638
- (94,999) - (94,999
1,328,435 1,484,887 - 2,813,322
- (222,542) - (222,542)
2,607,294 1,844,845 280 4,452 419
48,680 (481,628) 432,948 -
2,659,249 5,403,216 2,251,333 10,313,798
595,267 1,141,522 - 1,736,789
500,744 - - 500,744
- (33,070) - (33,070)
1,096,011 1,108,452 - 2,204,463
484,627 2,547,617 - 3,032,244
- (120,337) - (120,337)
484,627 2,427,280 - 2,911,907
1,580,638 3,535,732 - 5,116,370
3,459 - - 3,459
1,075,152 1,867,484 2,251,333 5,193,969
2,612,979 12,420,544 28,126,606 43,160,129
3,688,131 § 14,288,028 § 30,377,939 48,354,098

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:
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 S 2,612,979 § 12,420,544 § 28,126,606 § 43,160,129

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



COASTAL BEND COMMUNITY FOUNDATION

STATEMENTS OF CASH FLOWS

YEAR ENDED
DECEMBER 31,
2012 2011

Cash Flows from Operating Activities:
Change in Net Assets $ 5,193,969 § 3,661,999
Adjustments to Reconcile Changes in Net Assets to
Net Cash Provided (Used) by Operating Activities:

Depreciation 2,555 3,271

Realized and Unrealized (Gains) and Losses on Investments (3,446,996) (275,594)

Change in Noncash Current Assets and Liabilities:
Contributions Receivable (249,329) (32,902)
Prepaid Expenses (23,081) (7,106)
Grants Payable 66,464 (120,245)
Accounts Payable and Accrued Expenses 5,679 13,213
Funds Held as Agency Endowments 599,898 98,755
Net Cash Provided (Used) by Operating Activities' 2,149,159 3,341,391

Cash Flows from Investing Activities:

Purchase of Property and Equipment (5,450) (4,442)

Proceeds from Sales and Redemptions of Investment Securities 41,641,109 43,749,429

Purchase of Investment Securities (43,886,413) (47,083,052)
Net Cash Provided (Used) by Investing Activities (2,250,754) (3,338,065)

Cash Flows from Financing Activities - -

Net Increase (Decrease) in Cash and

Cash Equivalents (101,595) 3,326
Cash and Cash Equivalents, Beginning of Year 357,201 353,875
CASH AND CASH EQUIVALENTS, END OF YEAR § 255,606 $ 357,201
Federal Income Taxes Paid 10,943 -
5

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



COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012 and 2011

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 June 14, 2013, 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, 2012 and 2011, management anticipates that substantially all contributions
receivable will be collected.



COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012 and 2011

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, 2012 and 2011

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 2009, 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, 2012 and 2011

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 approximately 2.96% at December 31, 2012 and 4.00% at December 31, 2011 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 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 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,
2012 and 2011, the Foundation’s uninsured cash balances equaled approximately $0 and $285,961,
respectively.



COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012 and 2011

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, 2012 and 2011

Note 2 — INVESTMENTS

Investments at December 31, 2012 are comprised of the following;

Unrealized
Cost Fair Value Gain/Loss
Cash and Cash Equivalents $ 1,063,507 $ 1,063,507 §$ -
Domestic Equitites
Large Cap 7,418,591 7,515,340 96,749
Small/Mid Cap 42,899 49,094 6,195
Mid Cap 1,497,554 1,736,941 239,387
Small Cap 87,106 90,852 3,746
Other 62,100 64,651 2,551
Foreign Equities
Developed Markets 1,734,231 1,908,957 174,726
Emerging Markets 3,173,470 3,674,948 501,478
Corporate Bonds 1,356,179 1,320,320 (35,859)
Combined and Other 40,000 40,346 346
REIT 1,226,647 3,000,367 1,773,720
Real Estate 2,790,806 4,229,892 1,439,086
Commodities and Mineral Rights 3,029,123 2,935,859 (93,264)
Government and Agency Securities 11,870,170 13,536,744 1,666,574
Corporate Bonds 859,427 1,187,228 327,801
Hedge Fund of Funds 4,738,000 4,699,800 (38,200)
Private Equity 474,000 570,523 96,523
Balanced Fund 2,083,841 2,054,536 (29,305)
Master Limited Partnership - Energy 2,495,281 2,606,034 110,753
Accrued Interest - 13,535 13,535
Totals 46,042,932 $ 52,299,474 6,256,542

11



COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2012 and 2011

Note 2 - INVESTMENTS (Continued)

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

Unrealized
Cost Fair Value Gain/Loss
Cash and Cash Equivalents $ 989,814 § 989,814 § -
Domestic Equitites
Large Cap 5,077,215 5,406,118 328,903
Small/Mid Cap 58,774 60,140 1,366
Mid Cap 2,146,190 2,300,605 154,415
Small Cap 1,966,593 2,089,731 123,138
Other 2,100 7,688 5,588
Foreign Equities
Developed Markets 3,116,388 2,664,781 (451,607)
Emerging Markets 3,006,526 2,777,164 (229,362)
Foreign Corporate Bonds 183,623 182,360 (1,263)
REIT 1,094,038 2,568,650 1,474,612
Real Estate 1,405,804 2,922,604 1,516,800
Commodities and Mineral Rights 2,766,274 2,619,016 (147,258)
Government and Agency Securities 11,834,945 12,367,133 532,188
Corporate Bonds 995,603 1,040,530 44,927
Hedge Fund of Funds 4,274,000 4,317,066 43,066
Energy Limited Partnership 2,685,036 2,982,454 297,418
Stable Value Fund 986,736 1,261,685 274,949
Accrued Interest - 49,635 49,635
Totals $ 42,589,659 $§ 46,607,174 $ 4,017,515

Unrealized gains/(losses) as reported within the Statement of Activities and Changes in Net Assets for
the years ended December 31, 2012 and 2011 were $1,028,030 and $(994,532), respectively. These are
included in Realized and Unrealized Gains/(Losses) on Investments.

12



COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012 and 2011

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, 2012 and 2011 are summarized below:

012 2011
Investments Valued Using Level 1 Inputs $46,762,237  $41,129,893
Investments Valued Using Level 2 Inputs 5,537,237 5,477,281
Investments Valued Using Level 3 Inputs - -
Total Investments $52,299,474  $46,607,174

Note 4 - FURNITURE AND EQUIPMENT

Furniture and equipment at December 31, 2012 and 2011 consisted of the following:

2012 011
Office Furniture and Equipment $ 77,087 $ 83,631
Website 4,250 4,250
Total 81,337 87,881
Less Accumulated Depreciation 69,681 79,120

Furniture and Equipment, Net

$ 11,656 $__8,761

Depreciation expense for the years ended December 31, 2012 and 2011 was $2,555 and $3,271,
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.

13



COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012 and 2011

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, 2012:

Endowment Funds

Temporarily Permanently

Non-Endowment Funds:

Donor Advised
Field of Interest
Designated
Special Project
Scholarship

Total Net Assets

Unrestricted Restricted Restricted Totals

$3,688,131 $2,982,692  $30,377,939  $37,048,762
-- 5,202,654 - 5,202,654
- 412,719 - 412,719
-- 2,003,079 . 2,003,079
-- 2,461,410 - 2,461,410
- 1,225.474 - 1,225.474

$3.,688,131 $14,288,028  $30,377,939  $48,354,098

The Foundation’s total net assets consisted of the following at December 31, 2011;

Endowment Funds

Non-Endowment
Donor Advised
Field of Interest
Designated
Special Project
Scholarship

Total Net Assets

Temporarily Permanently

Unrestricted Restricted Restricted Totals
$2,612,979 $2,256,526  $28,126,606  $32,996,111
Funds:
-- 3,935,857 - 3,935,857
- 462,060 - 462,060
-- 2,302,706 -- 2,302,706
-- 2,350,319 - 2,350,319
-- 1,113,076 -- 1,113,076
$2,012.979 $12,420,544  $28,126,606 $43,160,129
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COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2012 and 2011

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

Endowment fund net assets consisted of the following at December 31, 2012:

Temporarily Permanently

Unrestricted Restricted Restricted Totals
Undesignated $3.371,630 $ -- $14,855.276 $18,226,906
Other Endowment Funds:

Designated - 1,009,400 5,616,472 6,625,872
Field of Interest

and Project - 327,646 2,455,038 2,782,684

Donor Advised -- 387,206 792,254 1,179,460
Scholarship and

Fellowship -- 1,258,440 4,346,934 5,605,374

Subtotal Other - 2,982,692 13,210,698 16,193,390

Board Designated 316,501 - 2,311,965 2,628,466

Total $3,688,131 $.2,982,692 $30,377,939 $37,048,762

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 $28,126.606 $32,996,111
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COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2012 and 2011

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

Changes in Endowment Net Assets for 2012 consisted of the following:

Temporarily Permanently

Unrestricted _Restricted Restricted Totals
Endowment Net Assets,

Beginning of Year $ 2,612,979 $2,256,526 $28.126.606 $32,996,111
Interest, Dividends and

Other Income,

Net of Expenses 1,194,593 355,370 280 1,550,243
Net Appreciation/

(Depreciation) 1,412,700 869,307 - 2,282,007
Contributions 3,275 41,010 1,818,105 1,862,390
Appropriated for

Expenditure (1,584,096) (432,175) - (2,016,271)
Other Changes 48,680 (107,346) 432,948 374,282
Change in Endowment

Net Assets 1,075,152 726,166 2,251,333 4,052,651
Endowment Net Assets,

End of Year $3,688,131  $2,982,692  $30.377,939  $37,048,762
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
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COASTAL BEND COMMUNITY FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012 and 2011

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
remaining term of the lease are as follows:

Year Ending December 31, Amount

2013 19,339
2014 3,223

Total Future Minimum Lease Payments $22.562

Rent expense paid under the prior and amended lease agreements was $19,339 in 2012 and $19,339 in
2011.

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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