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INDEPENDENT AUDITORS' REPORT

~ Board of Directors
United Way of the Coastal Bend, Inc.
Corpus Christi, Texas

We have audited the accompanying statements of financial position of United Way of the Coastal
Bend, Inc. (a non-profit organization) as of June 30, 2012 and 2011, and the related statements of
activities, functional expenses, 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 audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America as established by the American Institute of Certified Public Accountants and
the standards applicable fo financial audits contained. in Govermmental Auditing Standards,
issued by the Comptroller General of the United States, Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free
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 presenfation. We believe that our audit provides 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 United Way of the Coastal Bend, Inc., as of June 30, 2012 and 2011, and
the statements of activities, functional expenses, changes in net assets and cash flows for the
years then ended in conformity with accounting principles generally accepted in the United States
of America.

5934 5. Staples Suite 20t Corpus Christi, Texas 78413
Phone: (361) 993-1000 Fax: (361) 991-2880 www.gowland-cpa.com
Menbers of the American Institute and Texas Society of Certified Public Accountants

2



In accordance with Governmental Auditing Standards, we have also issued a report dated
October 2, 2012 on our consideration of United Way of the Coastal Bend, Inc.’s internal control
over financial reporting and our tests on its compliance with certain provisions of laws,
regulations, contracts and grants. The purpose of that report is to describe the scope of our
testing of internal controls over financial reporting or on compliance. That report is an integral
pait of an audit performed in accordance with Government Auditing Standards and should be
read in conjunction with this report in considering the results of our audit.

M ‘BT/W@, WWJ/@M’(@-/ Filc

Gowland, Strealy, Moralés & Company, PLLC
Certified Public Accountants

October 2, 2012



United Way of the Coastal Bend, Inc.
STATEMENTS OF FINANICAL POSITION
June 30, 2012 and 2011

June 30, June 30,
2012 2013
Assets
Current Assets:
Cash and Cash Equivalents $ 886,407 $ 876,545
Certificates of Deposit 3,188,336 3,185,248
Accounts Receivable 36,104 1,563
Campaign Pledges Receivable - Net 2,202,820 1,721,914
Prepaid Expenses 477,492 445,440
Total Current Assets 6,791,160 6,231,110
Equipment and Leasehold Improvements 103,953 103,953
Less: Accumulated Depreciation (98,468) (92,677)
5,484 11,275
$ 6,796,644 $ 6,242,385
Liakilities and Net Assets
Liabilities:
Accounts Payable and Accrued Expenses 3 84,785 §$ 45,420
Donor Designated Payables 648,700 816,467
Total Liabilities 733,485 861,887
Net Assets:
Unrestricted:

Undesignated 2,411,843 3,289,543
Temporarily Restricted 3,651,316 2,090,955
Total Net Assets 6,063,159 5,380,498

TOTAL LIABILiTIES AND NET ASSETS $ 6,796,644 $ 6,242,385

The accompanying notes are an integral part of these financial statements
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United Way of the Coastal Bend, Inc.
STATEMENT OF ACTIVITIES
For the Year ended June 30, 2012

Temporarily
Unrestricted Restricted Total
PUBLIC SUPPORT AND REVENUE
Gross Campaign Results 3 $ 4,174,854 § 4,174,854
Less: Donor Designations (1,009,934) {(1,009,984)
Less: Provision for uncollectible pledges . (161,574) (161,574)
Net Campaign Revenue 3,003,296 3,003,296
Other Revenue:
Federal, State and Private Grant Revenues 112,769 112,769
Special Events Revenue 568,559 568,559
- Interest Income 9,276 9,276
Non-Campaign Revenue 7,039 7,039
In-Kind Gifts 5,206 5,206
Administrative Fee on Designated Contributions 112,710 112,710
Miscellaneous Revenue 196 196
Net Assets Released from Restrictions 3,914,388 (3,914,388) -
Total Support and Revenue 4,048,815 (229,764) 3,819,051
GRANTS AND EXPENSES
Program Services:
Gross Allocations to Agencies 2,979,164 2,979,164
Less Donor Designations to Agencies (1,009,984) {1,009,984)
Net Allocations Granted to Agency Programs 1,969,179 1,969,179
Other Program Expenses 629,671 629,671
Total Program Services 2,598,850 - 2,598,850
Supporting Services and General:
Fundraising 387,218 387,218
Management and General 150,323 150,323
Total Supporting Services 537,541 - 537,541
Total Grants and Expenses 3,136,391 - 3,136,391
CHANGE IN NET ASSETS 912,423 (229,764) 682,660
Net Assets - Beginning of Year 3,289,544 2,090,955 5,380,499
Reclassification (1,790,125) 1,790,125 -
Net Assets - End of Year $ 2,411,842 $ 3,651,316 $ 6,063, 159

The accompanying notes are an integral part of these financial statements,
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United Way of the Coastal Bénd, Inc.
STATEMENT OF ACTIVITIES
For the Year ended June 30, 2011

PUBLIC SUPPORT AND REVENUE
Gross Campaign Results
Less: Donor Designations
Less: Provision for uncollectible pledges
Net Campaign Revenue

Other Revenue:
Federal, State and Private Grant Revenues
Special Events Revenue '
Interest Income
Non-Campaign Revenue
In-Kind Gifts ,
Administrative Fee on Designated Contibutions
Miscellancous Revenue
Net Assets Released from Resfrictions
Total Support and Revenue

GRANTS AND EXPENSES
Program Services:
Gross Allocations to Agencies
Less Donor Designations to Agencies
Net Allocations Granted to Agency Programs
Other Program Expenses
Total Program Services

Supporting Services and General:
Fundraising
Management and General
Total Supporting Services
Total Grants and Expenses
CHANGE IN NET ASSETS

Net Assets - Beginning of Year

Net Assets - End of Year

Temporarily

Unrestricted Restricted Total

$ 3,899,941 § 3,899,941

(1,579,586) (1,579,586)

(236,967) (236,967)
2,083,388 2,083,388

13,278 13278
632,796 632,796
8,440 8,440
33,996 33,996
20,682 20,682
128,425 | 28,425
693 693

2,918,186 (2,918,186) -

3,110,422 (188,724) 2,921,697
3,536,617 3,536,617

(1,579,586) (1,579,586)
1,957,031 1,957,031
524,248 524,248
2,481,279 - 2,481,279
358,663 358,663
107,585 107,585
466,248 - 466,248
2,947,527 - 2,947,527

162,894 (188,724) (25,830)
3,126,650 2,279,679 5,406,329
3,280.544 § - 2,090,955 § 5,380,499

The accompanying notes are an integral part of these financial statements.
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United Way of the Coastal Bend, Inc.

STATEMENTS OF CASH FLOWS
For the Yecars Ended June 30, 2012 and 2011

2011 2010

Cash Flows From Operating Activities:
Increase (Decrease) in Net Assets $ 682,660 $ (25,830)
Adjustments to Reconcile decrease in
Net assets to net cash Provided by Operating Activities:
Depreciation 5,791 5,886
Change in Assets and Liabilities:
(Increase) Decrease in assets:

Pledge Receivable (480,906) 346,874
Accounts Receivable & other assets (34,141) 4,979
Inventory 0 2,188
Prepaid Expenses (32,052) (61,075)
Increase (Decrease) in Liabilities:
Accounts Payable 39,363 (93,635)
Payable to Agencies (167,765) (163,872)
Total Adjustments (669,710) 41,345
Net Cash Provided (Used) by
Operating Activities 12,950 15,515
Cash Flows from Investing Activities:
Purchase of Investments (3,088) (395,825)
Additions to Property and Equipment 0 0
Net Cash used in Investing Activities (3,088) (395,825)
Net Increase (Decrease) in Cash 9,862 (380,310)
Cash at Beginning of Year 876,545 1,256,855
Cash at End of Year $ 886,407 § 876,545

The accompanying notes are an integral part of these financial statements.
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United Way of the Coastal Bend, Inc.
Notes to Financial Statements
June 30, 2012 and 2011

Note 1 — Nature of Activities and Summary of Significant Accounting Policies

The United Way of the Coastal Bend, Inc. (United Way) was incorporated in 1977 as a non-
profit corporation to bring together in united appeal all possible campaighs or community
accepted health, welfare, and recreational agencies and to solicit funds and property for such
agencies. Prior to 1977, the United Way was known as the United Community Services of
Corpus Christi, which was incorporated in 1961. '

Basis of Accounting:
The accompanying consolidated financial statements of the United Way are presented on the

accrual basis of accounting, and, accordingly, reflect all significant receivables, payables, and
other liabilities.

Display of Net Assets by Class

The accompanying financial statements have been prepared in conformity with disclosure and
display requirements of the Financial Accounting Standards Board (FASB) as set forth in

Statement of Financial Accounting Standards No. 117, "Financial Statement of Not-for-Profit

Organizations" — now referred to as FASB ASC 958-205. Accordingly, the net assets of the

Organization are reported in each of the following two classes: (a) unrestricted net assets and (b)

temporarily restricted net assets,

The Organization's temporarily restricted net assets are restricted for (a) designed operating
activities, (b) acquisition of long-lived assets or (c) used in a specified future period.

Pledges Receivable and Allowance for Uncollectable

Contributions are recognized when the donor makes a promise to give (pledge) that is, in
substance, unconditional. Contributions that are restricted by the donor are reported as increases
in unrestricted net assets if the restrictions are satisfied, or expire, in the fiscal year in which the
contributions are recognized. All other donor-restricted contributions are repoited as increases in
temporarily or permanently restricted net assets depending on the nature of the resfrictions.
When a restriction expires, or the donor stipulation is satisfied, temporarily restricted net assets
are reclassified to unrestricted net assets as “assets released from restrictions™.

The United Way uses the allowance method to determine uncollectable unconditional promises
receivable. The allowance has historically ranged between 4% to 9% of pledged contributions of
the general campaign. United Way uses a 3-year historical average allowance factor. The
calculated 3-year historical average for the year ended June 30, 2012 is 4.34%.

10



United Way of the Coastal Bend, Inc.
Notes to Financial Statements
June 30, 2012 and 2011

Donor Designations

Gifts raised in the United Way’s annual campaign in which the United Way agrees to transfer the
gift to another beneficiary as designated by the donor constitute agency transactions, and are
deducted from gross campaign results to arrive at contribution revenue. In accordance with
United Way of America membership requirements, these designations are presented as part of
gross campaign results and gross agency distributions on the statement of activities, but arc then
deducted to arrive at United Way’s actual revenue and expense.

Donated Goods and Services :

The value of donated services is not reflected in the accompanying financial statements, since
there is no objective basis in which to measure the value of said services. However, a substantial
number of volunteers have donated significant amounts of their time in the United Way’s
campaign and fund raising events.

Use of Estimates _

The preparation of financial statements in conformity with generally accepied accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures: Accordingly, actual results could differ from those estimates.
Significant estimates would include the amount of estimated uncollectible pledges in the
subsequent year after the campaigns conclude,

Equipment and I.easehold Improvements

Equipment and leasehold improvements are recorded at cost as of the date of acquisition, except
for certain donated items, which are reported at the estimated value on the date of donation,
Such donations are reported as unrestricted contributions unless the donor has restricted the
donated asset to a specific purpose. Assets acquired are recorded at cost and depreciated using
the straight-line methods over estimated lives of three to ten years. The cost and accumulated
depreciation of property sold or retired is removed from the related asset and accumulated
depreciation accounts and any resulting gain or loss is recorded in the period of disposal.

Capitalization Policy
Purchases of $1,000 and an estimated useful life span of greater than one year are capitalized.
Any purchases of less than $1,000 are expensed.

Federal Income Taxes:

The United Way is exempt from federal income taxes under Section 501(c)(3) of the Internal
Revenue Code and is operated as a public charity. Accordingly, no provision for federal income
taxes has been made. Contributions to the United Way are tax-deductible to the donors within
the limitations prescribed by law.

Investments

The safety and security of investments is of utmost importance to the United Way Board of
Directors and to the community. The President/CEO and Controller/CFO are authorized to make
investment decisions concerning the United Way. The Finance Committee of the United Way of
the Coastal Bend is responsible for the review of investments of available contributed dollars to
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United Way of the Coastal Bend, Inc.
Notes to Financial Statements
June 30, 2012 and 2011

ensure the financial stability of the organization. Yield on investments is maximized within the
context of purpose of safety of principal. The United Way does not invest in equity securities
without the prior approval of the Finance Committee. Maturity on investments does not exceed
three years. The current investment portfolio consists of several certificates of deposit with
varying maturity dates in excess of 90 days past the fiscal year end.

Unrestricted Net Assets

Contributions received from third parties that are not restricted as to use or for which the donor-
imposed restrictions have been fulfilled are reported as unrestricted net assets in the
accompanying financial statements.

Temporarily Restricted Net Assets

Coniributions received from third parties with donor stipulations that limit the use of the donated
assets, including specific or implied time restrictions inherent in pledges to give cash or other
assets in the future, are reported as temporarily restricted net assets in the accompanying
financial statements. When applicable restriction expires, that is, when a stipulated time
restriction ends or the purpose of the restriction is accomplished (including accrual of the related
obligation), temporarily restricted net assets are reclassified to unrestricted net assets and are
reported in the statements of activities as net assets released from restriction.

Functional Expenses

Expenses are summarized and categorized based on their functional classification as either
program services or supporting services. Specific expenses that are readily identifiable to a
single program or activity are charged directly to that function. However, many expenses relate
to more than one function and must be allocated using a reasonable methodology.

Cash and Cash Equivalents:
United Way considers all liquid investments with maturity of three months or less to be cash
equivalents.

Assets Held for Custodian Funds:

Assets held for custodian funds consist of contributions held for the Corpus Christi Caller Times
Christmas Appeal. Resources are reporied as a liability when received and a decrease to the
liability when distributed.

Recent Accounting Pronouncements

In June 2009, The Financial Accounting Standards Board (FASB) issued Statement of Financial
Accounting Standards No. 168, The FASB Accounting Standards Codification (ASC) and the
Hierarchy of Generally Accepted Accounting Principles: a replacement of FASB Statement No.
162, On huly 1, 2009 The Hierarchy of Generally Accepted Accounting Principles was rendered
irrelevant, and the FASB ASC became the source of authoritative U.S. Generally Accepted
Accounting Principles (GAAP) recognized by the FASB to be applied by nongovernmental
entities. On the effective date of this statement, the ASC will supersede all then-existing non-
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United Way of the Coastal Bend, Inc.
Notes to Financial Statements
June 30, 2012 and 2011

SEC accounting and reporting standards, effective for financial statements issued for annual
periods ending after September 15, 2009.

The Organization adopted the provisions of FASB ASC 740-10-25 (formerly FASB
Interpretation No. 48, Accounting for Uncertainty in Income Taxes [“FIN48”] on July 1, 2009.
Under FIN 48, an organization must recognize the tax benefit associated with tax taken for tax
return purposes when it is more likely than not the position will be sustained. The
implementation of FIN 48 had no impact on the Organization’s financial statements. The
Organization does not believe there are any material uncertain tax positions and, accordingly, it
will not recognize any liability for unrecognized tax benefits. No interest or penalties were
accrued as of July 1, 2009, as a result of the adoption of FIN 48. For the year ended June 30,
2012, there were no interest or penalties recorded or included in its financial statements.

Note 2 — Campaign Support
Amounts Raised

The United Way conducts an annual campaign to raise funds to be distributed to participating
agencies in the subsequent fiscal year. Total contributions consist of cash and pledges from the
United Way General Campaign less an allowance for uncollectible amounts. Amounts that are
donor designated are also deducted from total campaign suppoit since these amounts must be
accounted for as custodial accounts, or liabilitics, according to SFAS No. 136. For the year
ending June 30, 2012 and 2011, amounts raised were as follows:

_ _ 2012 2011
United Way General Campaign $ 4,174854 $ 3,899,941
Less: Provisions for Uncollectibles (161,574) (236,967)
4,013,280 3,662,974
Less: Donor designated contributions (1,009,984) (1,579,586)
Net Campaign Revenue $ 3,003,295 $ 2,083,388

Allocations
Allocations to participating agencies are budgeted on a fiscal year basis and monthly payments-

are made to participating agencies. For the year ended June 30, 2012, the amount allocated is
$1,969,179 that will be distributed monthly (o participating agencies beginning July 1, 2012,
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United Way of the Coastal Bend, Inc,
Notes to Financial Statements
June 30, 2012 and 2011

The Board of Directors deem agency allocations as intentions to fund programs of area agencies
contingent on collection of campaign promises to give and on agency performance. Designated
agencies should not construe these allocations as pledges receivable or promises to give by
United Way.

Donor Designated Contributions

The United Way is the agent responsible for distributing pledges that are designated by donors to
specific affiliated agencies. In accordance with SFAS No. 136, campaign support that is donor-
designated is reported as a liability since the pledge is to donor-specific agencies rather than

revenue.,

Noté 3 - Equipment

A summary of equipment at June 30, 2012 and 2011 are as follows:

2011 2010
Computer Equipment $ 85,809 % 85,809
Oftice Equipment 18,144 18,144
Total Equipment 103,953 103,953
Less: Accumulated Depreciation (98,468) (92,677)
Net Equipment 3 5484 § 11,276

Note 4 — Board Designation of Unrestricted Net Assets

During 2012, an estimate was made of grant allocations expected to be paid to agency programs
for the period beginning July 1, 2012 through June 30, 2013, which is conditional upon the
results of campaign collections. The conditional pledges to agencies total approximately
$1,969,179 and was not accrued for as a liability in the statement of financial position because a
firm commitment had not been made.

During 2011, an estimate was made of grant allocations expected to be paid to agency programs
for the period beginning July 1, 2011 through June 30, 2012, which is conditional wpon the
results of campaign collections. The conditional pledges to agencies total approximately
$1,957,031 and was not accrued for as a liability in the statement of financial position because a
firm commitment had not been made.
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United Way of the Coastal Bend, Inc.
Notes to Financial Statements
June 30, 2012 and 2011

Note 5 - Payments to Affiliates

In accordance with affiliation agreements with the state and national organizations, dues
payments to these organizations were based on a percentage of the United Way’s total pledges
received or campaign goal for the prior year. Payments to the United Way of America and the
United Way of Texas totaled $58,659 and $62,683 for fiscal years ended June 30, 2012 and
2011, respectively.

Note 6 - Defined Contribution Plan

The United Way has a defined contribution pension plan covering substantially all full-time
employees at least 21 years of age with one year of active service. Retirement expense is based
upon a percentage of eligible payroll. During 2012 and 2011, the percentage was 6% of eligible
payroll. The annual percentage is determined by the Board of Directors. Retirement expense
amounted to $31,091 and $22,898 for the year ended June 30, 2012 and 2011, respectively.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
United Way of the Coastal Bend, Inc.
Corpus Christi, Texas

We have audited the financial statements of United Way of the Coastal Bend, Inc. (a nonprofit
organization), as of and for the year ended June 30, 2012 and 2011, and have issued our report
thereon dated October 2, 2012. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States, |

Internal Control Over Financial Reporting

In planning and performing the audit, we considered United Way of the Coastal Bend, Inc.’s
internal control over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the United Way of the Coastal Bend, Inc.’s internal
- control over financial reporting. Accordingly, we do not express an opinion on the effectiveness
of United Way of the Coastal Bend’s internal control over financial reporting,

A deficiency in infernal control exists when the design or operation of a control does not allow
management or employees in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A material weakness is a significant
deficiency, or combination of significant deficiencies, in internal control such that there is a
reasonable possibility that a material misstatement of the entity’s financial statements will not be
prevented, or detected and corrected on a timely basis.

5934 5, Staples, Suite 201 Corpus Christi, Texas 78413
Phone: (361) 993-1000 Fax: (361) 991-2880 www.gowland-cpa.com
Members of the American Institute and Texas Saciety of Certified Public Accountants
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Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies in
internal control over financial reporting that might be deficiencies, significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above,

Compliance and Other Mailers

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

This report is intended solely for the information and use of the Finance committee, Board of

Directors, management and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.
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Gowland, Strealy, Morales & Company, PLLC
Certified Public Accountants

October 2, 2012
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