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Independent Auditor’s Report

August 17, 2023

Board of Trustees
The Community Foundation of the Texas Hill Country, Inc.
Kerrville, Texas

Opinion

We have audited the accompanying consolidated financial statements of The Community Foundation of the 
Texas Hill Country, Inc. (a nonprofit organization), which comprise the consolidated statement of financial 
position as of December 31, 2022, and the related consolidated statements of activities, functional expenses 
and cash flows for the year then ended, and the related notes to the consolidated financial statements.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the 
financial position of The Community Foundation of the Texas Hill Country, Inc. and subsidiaries as of December 
31, 2022, and the changes in its net assets and its cash flows for the year then ended in accordance with 
accounting principles generally accepted in the United States of America.

Basis for Opinion

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

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of 
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about The Community 
Foundation of the Texas Hill Country, Inc.'s ability to continue as a going concern within one year after the date 
that the consolidated financial statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and 
therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing standards 
will always detect a material misstatement when it exists. The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, 



intentional omissions, misrepresentations, or the override of internal control. Misstatements, including 
omissions, are considered material if there is a substantial likelihood that, individually or in the aggregate, they 
would influence the judgment made by a reasonable user based on the consolidated financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

 Exercise professional judgment and maintain professional skepticism throughout the audit.

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

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of The Community Foundation of the Texas Hill Country, Inc.'s internal control.
Accordingly, no such opinion is expressed.

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

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about The Community Foundation of the Texas Hill Country, Inc.'s ability to
continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control related matters that 
we identified during the audit.

CERTIFIED PUBLIC ACCOUNTANTS



Cash and cash equivalents 3,032,982$      
Accrued interest receivable 35,453             
Investments 34,069,711      
Beneficial interest in perpetual trust 3,338,605        
Life insurance - cash surrender value 25,194             
Property and equipment, net 609,298           

41,111,243$    

Liabilities
Scholarships payable 345,850$         
Grants payable 300,000           
Accounts payable 6,303               
Long-term debt 450,989           
Funds held for agencies 8,819,556        

9,922,698        
Net assets:

Without donor restriction
Undesignated 17,256,549      
Board designated endowment funds 1,037,006        

Total net assets without donor restriction 18,293,555      

Total net assets with donor restriction 12,894,990      
31,188,545      

41,111,243$    

ASSETS

LIABILITIES AND NET ASSETS

THE COMMUNITY FOUNDATION OF THE TEXAS HILL COUNTRY, INC.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

DECEMBER 31, 2022

The accompanying notes are an integral part of these consolidated financial statements.
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Without donor 
restriction

With donor 
restriction Total

Revenues, gains and other support
Contributions 3,297,601$      5,430,179$      8,727,780$      
Investment income, net (2,194,436)       (1,897,441)       (4,091,877)$     
Change in value of perpetual trusts -                       (581,367)          (581,367)          
Oil royalties 19,853 -                       19,853             
Special events 23,942 -                       23,942             
Administrative fees - agency funds 77,442 -                       77,442             
Released from funds held for agencies 254,970 35,009             289,979           
Other income (8,657)              -                       (8,657)              
Net assets released from restrictions 2,899,934 (2,899,934)       -                       

Total revenues, gains and other support 4,370,649        86,446             4,457,095        

Expenses
Program expenses

Grants 5,377,472        -                       5,377,472        
Scholarships 428,950           -                       428,950           
Other program expenses 247,106           -                       247,106           

Management and general 324,975           -                       324,975           
Fundraising 113,296           -                       113,296           

6,491,798        -                       6,491,798        

Change in net assets (2,121,149)       86,446             (2,034,703)       

Net assets at beginning of year 20,414,704      12,808,544      33,223,248      

Net assets at end of year 18,293,555$    12,894,990$    31,188,545$    

THE COMMUNITY FOUNDATION OF THE TEXAS HILL COUNTRY, INC.

CONSOLIDATED STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2022

The accompanying notes are an integral part of these consolidated financial statements.
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Program

Management 

and General Fundraising Total

Advertising -$                  19,620$        -$                  19,620$        
Bank service charges -                    17,029          -                    17,029          
Depreciation -                    21,453          -                    21,453          
Dues and subscriptions -                    11,342          -                    11,342          
Employee benefits 27,726          24,645          9,242            61,612          
Fundraising events -                    -                    44,702 44,702          
Grants 5,377,472 -                    -                    5,377,472     
Insurance -                    2,021            -                    2,021            
Interest 7,838 7,838 -                    15,676          
Meals, entertainment and gifts -                    1,671            -                    1,671            
Miscellaneous -                    2,664            -                    2,664            
Office supplies 2,039            1,020            1,020            4,078            
Postage 1,334            667               667               2,668            
Printing, brochures and newsletters 3,225            5,376            2,150            10,751          
Professional development and board training -                    6,390            -                    6,390            
Professional fees -                    27,367 -                    27,367          
Rent -                    4,553            -                    4,553            
Building utilities and maintenance 15,118          -                    -                    15,118          
Scholarships 428,950        -                    -                    428,950        
Software 16,975          16,975          -                    33,949          
Taxes 19 19 -                    37                 
Telephone 2,317            2,317            -                    4,634            
Travel 3,970            3,970            -                    7,939            
Wages and payroll taxes 166,546        148,041        55,515          370,103        

Total Expenses 6,053,528$   324,975$      113,296$      6,491,798$   

THE COMMUNITY FOUNDATION OF THE TEXAS HILL COUNTRY, INC.

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2022

The accompanying notes are an integral part of these consolidated financial statements.
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Cash flows from operating activities:
Change in net assets (2,034,703)$        
Adjustments to reconcile increase (decrease) in net

assets to net cash provided by operating activities:
Depreciation 21,453                
Noncash contribution of assets (1,210,596)          
Unrealized gains on investments 4,820,102           
Change in value of beneficial interest in trust 581,368              
Change in assets and liabilities:

Accrued interest receivable (5,648)                 
Cash surrender value adjustment 2,186                  
Accounts payable and accrued expenses (3,919)                 
Grants payable 456,950              
Net additions to funds held for agencies 787,967              

Net cash provided (used) by operating activities 3,415,160           

Cash flows from investing activities:
Purchases of property and equipment (81,425)               
Purchases of securities (10,843,538)        
Proceeds from sale of securities 9,078,482           

Net cash provided (used) by investing activities (1,846,481)          

Cash flows from financing activities:
Payments on long-term debt (45,523)               
Net cash provided (used) by financing activities (45,523)               

Net increase (decrease) in cash and cash equivalents 1,523,155           

Cash and cash equivalents at beginning of year 1,509,827

Cash and cash equivalents at end of year 3,032,982$         

Supplementary disclosures of cash flow
Cash paid for interest 15,676

FOR THE YEAR ENDED DECEMBER 31, 2022

CONSOLIDATED STATEMENT OF CASH FLOWS

THE COMMUNITY FOUNDATION OF THE TEXAS HILL COUNTRY, INC.

The accompanying notes are an integral part of these consolidated financial statements.
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THE COMMUNITY FOUNDATION OF THE TEXAS HILL COUNTRY, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2022
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Note 1 – Nature of Activities

The Community Foundation of the Texas Hill Country (the Community Foundation) was incorporated in
1982, under the laws of the State of Texas as a non-profit corporation to receive and maintain funds, to 
make grants to charitable efforts, and award scholarships to students in the Texas Hill Country, an area 
that includes 10 counties: Bandera, Blanco, Edwards, Gillespie, Kendall, Kerr, Kimble, Mason, Real, and 
Uvalde.

The Community Foundation Holdings, LLC was established on December 8, 2021, under the laws of the 
State of Texas as a limited liability company with The Community Foundation being its sole member. The 
purpose of The Community Foundation Holdings, LLC is to hold and manage real estate for the benefit of 
the Foundation.

Note 2 – Summary of Significant Accounting Policies

Basis of Accounting – The consolidated financial statements of the Community Foundation have been 
prepared on the accrual basis of accounting in accordance with generally accepted accounting principles.
Accordingly, revenues are recognized when earned, and expenses are recognized when incurred.

Contributions to the Community Foundation are recorded in separate accounting funds (Funds), and each 
Fund is used exclusively for the charitable purpose(s) designated by the donor. The Board of Trustees
has the responsibility for both the investment and distribution of income and/or principle from each Fund 
for charitable purposes.

Principles of Consolidation – The consolidated financial statements include the accounts of the 
Community Foundation of the Texas Hill Country and Community Foundation Holdings, L.L.C. 
(collectively referred to as “the Community Foundation”). All significant inter-company transactions and 
balances have been eliminated in consolidation.

Basis of Presentation – The Community Foundation reports information regarding its financial position 
and activities according to two classes of net assets: without donor restrictions and with donor 
restrictions. Net assets without donor restrictions are defined as assets that are free of donor-imposed 
restrictions, and include all investment income and appreciation not subject to donor-imposed restrictions, 
as discussed below. Net assets with donor restrictions are net assets whose use has been limited by 
donor-imposed time or purpose restrictions or those that are defined as net assets required by the donor 
restrictions or law to be maintained by the Community Foundation in perpetuity. The Community 
Foundation reflects restricted contributions whose restrictions are met in the same reporting period as 
unrestricted support.

Liquidity – Assets are presented in the accompanying statement of financial position according to their 
nearness of conversion to cash and liabilities according to the nearness of their maturity and resulting use 
of cash.

Cash and Cash Equivalents –The Community Foundation considers all highly liquid investments with a 
maturity of three months or less when purchased to be cash equivalents. Cash equivalents for purposes 
of the statement of cash flows exclude permanently restricted cash and cash equivalents.

Property and Equipment – Property and equipment are capitalized at cost or fair market value at date of 
gift, if donated. Contributions of cash that must be used to acquire property and equipment are reported 
as restricted support. The Community Foundation reports expirations of donor restrictions when the 
acquired assets are placed in service or as instructed by the donor. The Community Foundation 
reclassifies temporarily restricted net assets to unrestricted net assets at that time. Property and 
equipment are being depreciated over estimated useful lives using the straight-line method. The 
Community Foundation capitalizes all property and equipment acquisitions in excess of $2,500.



THE COMMUNITY FOUNDATION OF THE TEXAS HILL COUNTRY, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2022
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Note 2 – Summary of Significant Accounting Policies (continued)

Investments – Investments in securities, mutual funds, corporate bonds, and government bonds are 
carried at fair value determined by quoted prices on the last business day of the year. Investments in 
alternative investment funds that are not readily tradable are carried at an estimated fair value at the end 
of the period, as determined by management based upon consolidated financial statements, third-party 
pricing services, and other financial information reported by the administrator of the underlying investment 
funds.

Donated investments are recorded at fair value at the date of receipt. Investment income may be either 
with donor restrictions or without donor restrictions resources when earned, determined according to 
donor-imposed restrictions. The Community Foundation follows a total return concept with regard to 
investments.

The Community Foundation has significant investments in stocks, bonds, and mutual funds and is, 
therefore, subject to concentrations of credit risk. Investments are made by investment managers 
engaged by the Community Foundation, and the investments are monitored by the Community 
Foundation. Although there are risks associated with market fluctuations, the Board and management 
believes the investment policy is prudent for the long-term welfare of the Community Foundation and its 
beneficiaries.

Real Estate Investments – Investments in real estate consist of real property interests, including land 
and buildings which are used for the production of income. The assets are carried at the lower of cost or 
fair value on gift date, if donated. All investments in real estate were donated to the Community
Foundation and it is the Community Foundation’s policy to obtain appraisals from a qualified appraiser at 
the time of donation. The Community Foundation does not subsequently estimate the fair value of real 
estate if there are no identified events or changes in circumstances that may have a significant adverse 
effect on the fair value of the real estate investment due to the prohibitive cost of obtaining periodic 
appraisals. 

Beneficial Interest in Perpetual Trust – The Community Foundation is the beneficiary of a perpetual 
trust held by a third party. Under the terms of the trust the Community Foundation has the irrevocable 
right to receive a percentage of the income generated by the trust in perpetuity. The beneficial interest is 
recorded at fair value, which is based on the fair market value of the underlying assets held in the trust as 
provided by the trustee. Management evaluates the fair values provided by the trustees and when 
deemed appropriate, makes adjustments to the trustee’s fair values.

Fiduciary Duty and Variance Power – The Community Foundation has a fiduciary duty to comply with 
the charitable purposes expressed by a donor but the Board of Trustees has the power to vary the 
charitable purpose of a Fund if the Foundation determines that changes in conditions have made the 
donor’s restrictions on the stated charitable purpose unnecessary, undesirable, incapable of fulfillment, or 
inconsistent with the needs of the community. The Community Foundation’s powers in this regard cannot 
be exercised arbitrarily. When, and if, the Board of Trustees acquires the authority to vary the charitable 
purposes of a Fund, it must apply the assets of the Fund to the “most nearly related charitable purpose as 
in the judgment of the Board of Trustees that will effectively accomplish the original charitable intent of the 
donor.”

Estimates – The preparation of consolidated financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that affect certain 
reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

Grants Payable – Grants and scholarships are charged to operations and recognized as liabilities when 
authorized by the Board, regardless of the year in which they will be paid. The Board authorizes grants 
based on prudent distribution rate calculation or income earned on investments, depending on each 
fund’s governing language.
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Note 2 – Summary of Significant Accounting Policies (continued)

Fair Value – Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”), 
Fair Value Measurements and Disclosures, establishes a framework for measuring fair value. That 
framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to 
measure fair value. The three levels of the fair value hierarchy are described below: 

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets or 
liabilities in active markets that the Community Foundation has the ability to access. 

Level 2 Inputs to the valuation methodology include: 
 Quoted prices for similar assets or liabilities in active markets; 
 Quoted prices for identical or similar assets or liabilities in inactive markets; 
 Inputs other than quoted prices that are observable for the asset or liability; 
 Inputs that are derived principally from or corroborated by observable market data 

by correlation or other means. 
If the asset or liability has a specified (contractual) term, the Level 2 input must be 
observable for substantially the full term of the asset or liability.

Level 3 Inputs to the valuation methodology are unobservable and significant to the fair value 
measurement.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest 
level of any input that is significant to the fair value measurement. Valuation techniques used need to 
maximize the use of observable inputs and minimize the use of unobservable inputs. 

Contributions and Support – Contributions received are recorded as support with donor restriction or 
without donor restriction depending on the existence or nature of any donor restrictions. All contributions 
are considered to be available for unrestricted use unless specifically restricted by the donor. Amounts 
received that are designated for future periods or restricted by the donor for specific purposes are 
reported as with donor restriction support that increases that net asset class.

Unconditional promises to give are recorded as received. Unconditional promises to give due in the next 
year are reflected as current promises to give and are recorded at their net realizable value. 
Unconditional promises to give due in subsequent years are reflected as long-term promises to give and 
are recorded at the present value of their net realizable value, using risk-free interest rates applicable to 
the years in which the promises are received to discount the amounts. An allowance for uncollectible 
promises is provided based on management’s evaluation of potential uncollectible promises to give at 
year-end.

Contributions of donated noncash assets are recorded at their fair values in the period received.
Contributions of donated services that create or enhance nonfinancial assets or that require specialized 
skills that are provided by individuals possessing those skills, and would typically need to be purchased if 
not provided by donation are recorded at their fair values in the period received.

During the year ended December 31, 2022, the Foundation recognized $1,210,596 in contribution 
revenue related to the receipt of donated securities. This amount is included in the consolidated 
statement of activities in the line item, contributions, as an increase to net assets with and without donor 
restrictions. The non-cash contribution received during 2022 was comprised of publicly traded securities 
from various donors. All securities were sold as the contributions were received.  

Federal Income Taxes – The Community Foundation is a not-for-profit Community Foundation that is 
exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code and classified by the 
Internal Revenue Service as other than a private foundation. 

The Community Foundation Holdings, LLC is a disregarded entity for income tax purposes.
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Note 2 – Summary of Significant Accounting Policies (continued)

Federal Income Taxes (continued) – In accordance with ASC 740-10, Accounting for Uncertainty in 
Income Taxes, Management has evaluated the Foundation’s tax positions and concluded that the 
Foundation had taken no uncertain tax positions that required adjustment to the consolidated financial 
statements to comply with the provisions of this guidance. With a few exceptions, the Foundation is no 
longer subject to income tax examinations by the U.S. federal, state or local tax authorities for years 
before 2019.

Functional Allocation of Expenses – The costs of providing various programs and other activities have 
been summarized on a functional basis in the statement of functional expenses. Accordingly, pass-
through funds and grants have been allocated directly to program services and the remaining costs have 
been allocated both directly and indirectly to either program or supporting services. The expenses that 
are allocated include compensation and benefits, which are allocated on the basis of estimates of time 
and effort, as well as depreciation and occupancy expenses, which are allocated on an estimated square 
footage basis.

Types of Funds – The Community Foundation receives contributions 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 purpose as:
 Designated Funds (if the distributions are restricted by the donor to specific charities)
 Donor Advised Funds (if the distributions are made from donor advisement and subsequent Board 

approval)
 Field of Interest Funds (if distributions are restricted by the donor to a specified charitable purpose)
 Scholarship Funds (if distributions are restricted to scholarships)
 Discretionary or Unrestricted Funds (if the donor placed no restriction on distributions) 

Recent Accounting Pronouncements

ASU 2016-02
The FASB finalized the standard on leases in ASU 2106-02 Leases in February 2016. This update was to 
increase transparency and comparability among organizations by recognizing lease assets and lease 
liabilities on the balance sheet and disclosing key information about leasing arrangements. The core 
principle is that the lessee should recognize the assets and liabilities that arise from leases. All leases 
create an asset and a liability for the lessee and therefore recognition of those lease assets and lease 
liabilities represent an improvement over previous GAAP. Under the guidance a lessee should recognize 
in the statement of financial position a liability to make lease payments (the lease liability) and right-of-use 
asset representing its right to use the underlying asset for the lease term. For leases with a term of 12 
months or less, a lessee is permitted to make an accounting election by class of underlying asset not to 
recognize lease assets and lease liabilities. If a lessee makes this election, it should recognize lease 
expense for such leases generally on a straight-line basis over the lease term. Additional guidelines for 
finance leases, operating leases, and lessors is included in the guidance. The Foundation adopted the 
standard effective January 1, 2022. The Foundation elected the package of practical expedients allowed 
under the standard, which includes, among other things, carrying forward lease classifications. Adoption 
of the standard had minimal impact on the Foundation as the Foundation is not engaged in any leases in 
which they are the lessee. 

ASU 2020-07
In September 2020, the Financial Accounting Standards Board (FASB) issued Accounting Standard 
Update 2020-07, Not-For-Profit Entities (Topic 958): Presentation and Disclosures by Not-For-Profit 
Entities for Contributed Nonfinancial Assets. The amendments in this update apply to NFPs that receive 
contributed nonfinancial assets. Contribution revenue may be presented in the financial statements using 
difference terms (for example, gifts, donations grants, gifts-in-kind, donated services, or other terms). 
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Note 2 – Summary of Significant Accounting Policies (continued)

Recent Accounting Pronouncements (continued)
The amendments address the presentation and disclosure of contributed nonfinancial assets. 
Contribution and nonfinancial assets are both defined terms in the Master Glossary of the Codification 
and are understood in practice. The term nonfinancial asset includes fixed assets (such as land, 
buildings, and equipment), use of fixed assets or utilities, materials and supplies, intangible assets, 
services, and unconditional promises of those assets. The amendments in this updated should be applied 
on a retrospective basis and are effective for annual periods beginning after June 15, 2021. The 
Foundation adopted this standard retrospectively during the year ended December 31, 2022. 

Other recent accounting pronouncements issued by the FASB (including its Emerging Issues Task Force) 
and the American Institute of Certified Public Accountants did not or are not believed by management to 
have a material impact on the Foundation’s present or future consolidated financial statements.

Note 3 – Advertising

The Community Foundation expenses the costs of advertising as incurred. Advertising expense for the 
year ended December 31, 2022 was $19,620.

Note 4 – Property and Equipment

The following is a summary of property and equipment as of December 31, 2022:
Land $ 60,000
Landscaping 8,522
Building 537,515
Furniture and equipment 44,587
Less: Accumulated depreciation (41,326)

Net property and equipment $ 609,298

Depreciation expense for the year ended December 31, 2022 was $21,453. 

Note 5 – Related Party

The Community Foundation has a note payable to a board member as of December 31, 2022 with a 
principal balance due of $403,942. See the Long-Term Debt footnote for additional information.

Note 6 – Long-Term Debt

Long term debt consists of the following as of December 31, 2022: 

Note payable to an individual (see related party footnote), 
due in monthly installments of $5,100, including interest at 3.25%, 
maturing June 2031, collateralized by land and a building. $ 450,989

Principal payments required on long-term debt as of December 31, 2022, are as follows:

Years ending December 31: 
2023 $ 47,047
2024 48,584
2025 50,246
2026 51,927
2027 53,664
Thereafter 199,521

$ 450,989
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Note 7 – Grants Payable

Following is the listing of grants payable as of December 31, 2022: 

2023 2024 2025 Total

Scholarships $ 165,550 $ 108,700 $ 71,600 $ 345,850
Grants 150,000 100,000 50,000 300,000

Total $ 315,550 $ 208,700 $ 121,600 $ 645,850

Note 8 – Endowments

The Uniform Prudent Management of Institutional Funds Act of 2006 (UPMIFA) was enacted by the State 
of Texas effective September 1, 2007 (TUPMIFA). The Board of the Foundation interpreted TUPMIFA to 
require the Foundation to exercise prudence in determining the spending policy for donor-restricted 
endowment funds while honoring the perpetual nature expressed by the donor, unless otherwise 
stipulated.

In accordance with United States Treasury Regulations, the Foundation, as a community foundation, 
possesses the unilateral right of variance power to remove donor-imposed restrictions upon a gift in 
response to changed circumstances. This power is exercisable only in narrowly defined circumstances. 
When this power is specifically incorporated within gift instruments, by reference to variance power or the 
Foundation’s bylaws or Plan, the Foundation views its variance power as an explicit expression of donor 
intent (collectively referenced throughout these consolidated financial statements as explicit variance 
power).

In accordance with TUPMIFA, the Community 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 purpose of the donor-restricted endowment fund, (3) general economic 
conditions, (4) the possible effect of inflation and deflation, (5) the expected total return from income and 
the appreciation of investments, (6) other resources of the Community Foundation, and (7) the investment 
policies of the Community Foundation.

The Board has concluded that gifts to the Foundation may be subject to one or more of three types of 
donor-imposed restrictions: (1) contributions received with restrictions as to the purpose(s) for which the 
gift may be used (purpose restriction), (2) contributions received with a requirement that some or all of the 
gift be retained for a specified period of time or until a specified event occurs (time restriction) and (3) 
contributions received with a requirement that the principal of the gift be retained permanently 
(endowment restriction). The Board has determined that the Foundation’s variance power applies to all 
three types of restrictions and that only those funds subject to time restrictions or endowment restrictions 
constitute endowment funds under TUPMIFA.

The Community Foundation would consider an endowment fund to be underwater if the fair value of the 
fund is less than 80% of the sum of (1) the original value of initial and subsequent gifts donated to the 
fund and (2) any accumulations to the fund that are required to be maintained in perpetuity in accordance 
with applicable donor gift instrument. The Community Foundation has interpreted TUPMIFA to permit 
spending from underwater funds in accordance with prudent measures required under the law. 

Underwater endowment funds as of December 31, 2022:

Original gift amount $ 1,943,476
Fair Value at year-end 1,806,706
Deficiency at year-end $ 136,770
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Note 8 – Endowments (continued)

The Community Foundation’s changes in endowment net assets for the year ended December 31, 2022
are as follows:

Without Donor With Donor
Restriction Restriction Total

Endowment net assets,
beginning of year $ 1,053,750 $ 5,101,338 $ 6,155,088

Interest and dividends 32,458 102,759 135,218
Realized/unrealized gain(loss)

on investments (319,856) (810,141) (1,129,997)
Contributions 110,052 647,249 757,301
Transfers 260,573 35,009 295,582
Amounts appropriated for expenditure (71,329) (222,676) (294,005)
Endowment net assets, end of year $ 907,857 $ 5,011,330 $ 5,919,187

Without Donor With Donor
Restriction Restriction Total

Endowment funds $ 907,857 $ 5,011,330 $ 5,919,187
Non-endowment funds 12,025,997 8,797,680 20,823,677
Board designated endowment funds 1,037,006 - 1,037,006
Beneficial interest in perpetual trust - 3,338,605 3,338,605

Total net assets $ 13,970,860 $ 17,147,615 $ 31,118,475

Note 9 – Board Designated Endowment Funds

The Foundation classifies as board-designated endowment net assets (a) the original value of gifts 
designated by the Board as endowment, (b) the original value of subsequent gifts to the board-designated 
endowment, and (c) accumulations of investment earnings and/or losses to the board-designated 
endowment in accordance with Board designations. The Foundation considers all earnings and/or losses 
on board-designated endowment funds to accumulate in the board-designated endowment fund.

The Foundation has a policy to determine the endowment distribution each year. In establishing this 
policy, the Foundation considers the long-term expected return on its endowment net of investing fees, 
inflation, and administrative fees. The Foundation’s goal is to provide sustainable funding to nonprofits in 
perpetuity.

Board-designated endowment funds were $1,468,409 as of December 31, 2022, all of which was 
designated for grant making.

Board-designated endowment net asset composition as of December 31, 2022 and during the year then 
ended is as follows:

Board-designated net assets – Beginning of year $ 1,468,409
Investment return:

Contributions 162,816
Investment income 36,462
Investment expenses (21,096)
Net appreciation (depreciation) (249,325)

Amounts appropriated for expenditures (360,260)
Board-designated net assets – End of year $ 1,037,006
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Note 10 – Liquidity and Availability of Financial Assets

The Foundation’s financial assets are considered unavailable when illiquid or not convertible to cash 
within one year, trust assets, assets held for others, endowments and board designated endowments. 
Because the Board has variance power, the Board designated endowments may be drawn upon at the 
discretion of the governing board, but this is not the intention of the Board. The Foundation has a policy to 
structure its financial assets to be available as its general expenditures, liabilities and other obligations 
become due.

The Foundation’s financial assets available for general use expenditures within one year as of December 
31, 2022 consist of the following:

Financial assets:
Cash and cash equivalents $ 3,032,982
Other assets and receivables 35,453
Investments 34,069,711
Beneficial interest in perpetual trust 3,338,605

Total financial assets 40,476,751

Less those unavailable for general expenditure within one year:
Investments and other financial assets held for others 8,819,556
Investments in board designated endowments 1,037,006
Donor restricted to maintain as an endowment 5,919,187
Donor restricted to specific purpose 3,920,280
Beneficial interests 3,338,605

Total assets unavailable 23,034,634

Financial assets available within one year to meet
Foundation cash needs for general expenditures $ 17,442,117

Note 11 – Split-Interest Agreements

The Community Foundation is the beneficiary of a perpetual trust in which it is not the trustee. The 
Community Foundation’s interests in the trust is 50 percent. The Community Foundation relies on the fair 
market values provided by the trustee.

Note 12 – Investments

Investments are reported in these consolidated financial statements at fair value. Any unrealized gains 
and losses are reported in the statements of activities. The following schedule summarizes the 
investment return and its classification in the statement of activities for the year ended December 31, 
2022:

Without Donor With Donor
Restriction Restriction Total

Interest and dividends $ 327,381 $ 273,113 $ 600,494
Realized gains (losses) (31,994) 86,394 54,399
Unrealized losses (2,576,174) (2,243,929) (4,820,103)
Investment fees (52,993) (47,855) (100,847)
Income from beneficial interest

in perpetual trust 139,344 34,836 174,180
Total investment return $ (2,194,436) $ (1,897,441) $ (4,091,877)
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Note 12 – Investments (continued)

Following is an analysis of the major types of investments (excluding cash and cash equivalents) at 
December 31, 2022

Cost Market Value

Certificates of deposit $ 1,634,208 $ 1,519,088
Government obligations 710,315 692,729
Municipal bonds 2,171,354 2,064,665
Corporate obligations 1,837,060 1,733,769
Mutual funds 3,240,533 2,952,526
Equity securities 11,581,978 12,233,822
Exchange traded funds 12,517,730 11,080,053
Alternative investments 1,852,724 1,793,045

35,545,902 34,069,691
Royalty interests 13 14

Total investments $ 35,545,915 $ 34,069,711

Note 13 – Fair Value of Financial Assets

The Community Foundation’s Investment Committee, appointed by the Board of Trustees, is responsible 
for the overall management of the Foundation’s investments in cash equivalent funds and securities 
(excluding investments in cash equivalent funds and securities held in trusts), including the hiring and 
termination of investment managers. The Community Foundation’s investment managers are responsible 
for sourcing, evaluating and selecting investments and for the day-to-day operations involving due 
diligence and other testing procedures in regards to reviewing the reasonableness of fair value for all 
investments. This includes evaluating the accuracy and adequacy of information provided by custodians 
and brokers.

Following is a description of the valuation methodologies used for assets measured at fair value. There 
have been no changes in the methodologies used at December 31, 2022.

Cash and cash equivalents: Valued at carrying value due to the initial maturities of the instruments being 
three months or less. (Level 1 Measurements)

Common stocks: Valued at the closing price reported on the active market on which the individual 
securities are traded. (Level 1 Measurements)

Mutual funds: Valued at the net asset value (‘NAV”) of shares held by the Community Foundation at year 
end. (Level 1 Measurements)

Corporate and Municipal bonds, and U.S. government securities: Valued using inputs, including yields 
currently available on comparable securities of issues with similar credit ratings, price quotations in 
inactive markets (where observable), bond spreads, and fundamental data relating to the issuer. (Level 2 
Measurements)

Life insurance: Value based on the accrued statement of cash surrender value provided by the life 
insurance company. (Level 2 Measurement)

Real estate: Value based on the appraised value using the sales comparison approach, obtained upon 
receipt of the property. (Level 3 Measurements)
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Note 13 – Fair Value of Financial Assets (continued)

Royalty interests: Certain other investment assets are comprised of non-producing mineral interests. 
These holdings are valued at a nominal amount for tracking purposes. Producing royalty mineral interests 
are also tracked but a value is not recorded as they are not considered material to the total investments. 
(Level 3 Measurements)

Beneficial interest in perpetual trust: Fair value is based on the fair market value of the underlying trust 
assets as determine by the third-party trustee. Due to the significant unobservable inputs required to 
estimate the fair value of underlying assets, the Foundation’s beneficial interest is classified as Level 3 in 
the hierarchy.

The following table sets forth by level, within the fair value hierarchy, the Community Foundation’s 
financial assets at fair value as of December 31, 2022:

Level 1 Level 2 Level 3 Total

Cash and cash equivalents $ 3,032,982 $ - $ - $ 3,032,982
Investments 29,578,554 4,491,157 - 34,069,711
Life insurance - 25,194 - 25,194
Beneficial interest in perpetual trust - - 3,338,605 3,338,605
Royalty interests - - 14 14

Total financial assets at fair value $ 32,611,536 $ 4,516,351 $ 3,338,619 $ 40,466,506

Level 3 Beneficial interest in perpetual trust:
Balance at December 31, 2021 $ 3,919,973
Change in fair value of beneficial interest in perpetual trust (581,368)
Balance at December 31, 2022 $ 3,338,605

Note 14 – Funds Held for Agencies

FASB establishes standards tor transactions in which a community foundation accepts a contribution from 
a nonprofit organization and agrees to transfer those assets, the return on investment of those assets, or 
both back to that nonprofit organization. FASB specifically requires that if a nonprofit 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 
Community Foundation maintains variance power and legal ownership of agency liability funds and as 
such, continues to report the funds as assets of the Community Foundation. However, in accordance with 
FASB, a liability has been established for the full value of such funds. The Community Foundation refers 
to such funds as funds held for agencies.

As of December 31, 2022, the Community Foundation was the owner of 44 funds held for agencies with a 
combined value of $8,819,556. The following table summarizes the combined activity in such funds for 
the year ended December 31, 2022:

Funds held for agencies – beginning of year $ 8,031,589
Contributions 2,541,030
Transfers (289,978)
Investment income 176,835
Unrealized and realized gains (losses) – net (1,275,846)
Grants (255,630)
Administrative fees (77,447)
Investment expenses (30,997)
Funds held for agencies – end of year $ 8,819,556
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Note 15 – Employee Retirement

On January 15, 2002, the Board of Trustees approved the establishment of a Savings Incentive Match 
Plan for Employees of Small Employers (SIMPLE). For each calendar year, the Community Foundation 
will contribute a matching contribution to each eligible employee’s SIMPLE IRA equal to the employee’s 
salary reduction contributions up to a maximum of 3 percent of the employee’s annual compensation. The 
Community Foundation made contributions of $8,761 for 2022.

Note 16 – Subsequent Events

The Community Foundation has evaluated its consolidated financial statements for subsequent events 
through August 17, 2023, the date the consolidated financial statements were available to be issued. 




