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independent Auditors' Report

To The Board of Directors
United Way of Denton County, Inc.
Denton, Texas

We have audited the accompanying financial statements of United Way of Denton County, Inc. (a
nonprofit organization), which comprise the statements of financial position as of March 31, 2018
and 2017, and the related statements of activities, cash flows, and functional expenses 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 statemen‘;s
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 audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from 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 United Way of Denton County, Inc. as of March 31, 2018 and 2017, and the
changes in its net assets and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Hankins, Eastup, Deaton, Tonn & Seay, P.C.
Denton, Texas

June 12, 2018



UNITED WAY OF DENTON COUNTY, INC.

STATEMENTS OF FINANCIAL POSITION
MARCH 31, 2018 AND 2017

2018 2017
ASSETS
Current Assets:
Cash and cash equivalents $ 1,160,127 1,065,144
Investments 215,350 131,441
Pledges receivable, net 966,294 1,043,335
Accounts receijvable - other 44 566 9,436
Prepaid expenses 13,422 24,897
Total Current Assets 2,399,759 2,274,253
Property and Equipment
Land 152,931 152,931
Construction in progress 240,375 93,252
Office equipment and furniture - 293,575 273,844
Less accumulated depreciation (224,167) (179,069)
Net Property and Equipment 462,714 340,958
Total Assets $ 2,862473 2,615,211
LIABILITIES AND NET ASSETS
Current Liabilities:
Accounts payable 15,736 29,679
Designated funds payable 200,351 221,903
Total Current Liabilities 216,087 251,582
Other Liabilities:
Real estate obligation payable 150,000 150,000
Net Assets:
Unrestricted 1,221,500 1,101,236
Temporarily restricted 1,274,386 1,112,393
Total Net Assets 2,496,386 2,213,629
Total Liabilities and Net Assets $ 2,862,473 2,615,211

The accompanying notes are an integral part of these financial statements.
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UNITED WAY OF DENTON COUNTY, INC,

STATEMENT OF ACTIVITIES
FOR THE YEARS ENDED MARCH 31, 2018 AND 2017

Public Support and Revenue:
Campaign Results:
Gross campaign results
Gross campaign results in prior year
released from restriction
Total Campaign Results

Less provision for uncollectible amounts
Net Campaign Revenue

Other Revenue:
Special events
Other contributions and grants
Other contributions released from restrictions
Service fees
Interest income
Total Other Revenue

Total Public Support and Revenue

Expenses:
Program Services:
Funds awarded/distributed
Community capacity building
Community education
&R research
VITA
Project blueprint
Total Program Services

Supporting Services:
Organizational administration
Campaign

Total Supporting Services
Total expenses
Change in Net Assets

Net Assets, Beginning of Year

Net Assets, End of Year

2018
Temporarily
Unrestricted Restricted Total

$ 1114814 $ 1274886 $ 2,389,700

1,112,393 (1,112,393) -
2,227,207 162,493 2,389,700
(157,026) - (157,026)
2,070,181 162,493 2,232,674
59,6860 59,660
259,079 - 259,079
35,481 35,481
4239 4,239
358,459 - 358,459
2,428,640 162,493 2,591,133
901,935 - 901,935
710,966 - 710,966
92,101 - 92,101
23,341 - 23,341
134,821 - 134,821
25,867 - 25,867
1,889,031 - 1,889,031
114,160 - 114,160
305,185 - 305,185
419,345 - 419,345
2,308,376 - 2,308,376
120,264 162,493 282,757
1,101,236 1,112,393 2,213,629
$ 1,221,500 1274886 $ 2,496,386

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



2017

Temporarily
Unrestricted Restricted Total
$ 772,843 $ 1,112,393 $ 1,885,236
1,138,474 (1,138,474) -
1,911,317 (26,081) 1,885,236
(185,059) - (185,059)
1,726,258 (26,081) 1,700,177
76,254 76,254
237,742 30,000 267,742
78,420 (78,420) -
43,499 43,499
3,239 3,239
439 154 (48,420) 390,734
2,165,412 (74,501) 2,090,911
1,096,446 - 1,006,446
549,855 - 549,855
78,252 - 78,252
23,348 - 23,348
126,323 - 126,323
21,724 - 21,724
1,895,948 - 1,895,048
119,972 - 119,972
348,736 - 348,736
468,708 - 468,708
2,364,656 - 2,364 656
(199,244) (74,501) (273,745)
1,300,480 1,186,894 2,487,374
$ 1,101,236 $ 1,112,393 $ 2,213,629




UNITED WAY OF DENTON COUNTY, INC.

STATEMENT OF CASH FLOWS
MARCH 31, 2018 AND 2017

Cash Flows from Operating Activities:
Change in net assets
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Depreciation expense
(Increase) decrease in pledges receivable
(Increase) decrease in accounts receivable - other
(Increase) decrease in prepaid expenses
Increase (decrease) in accounts payable
Increase (decrease) in designated funds payable
Net Cash Provided by Operating Activities
Cash Flows from Investing Activities:

Acquisition of property and equipment
(Increase) decrease in investments

Net Cash Used by Investing Activities
Cash Flows from Financing Activities:
Increase in Real estate obligation payable
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

Supplemental Data:
Noncash Operating Activities:
In-Kind Donations

The accompanying notes are an integral part of these financial statements.
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2018 2017
$ 282,757 $ (273,745)
45,098 44,084
77,041 95,139
(35,130) 7,427
11,475 (2,469)
(13,943) (3,824)
(21,552) (48,902)
345,746 (182,290)
(166,854) (301,389)
(83,909) 81,751
(250,763) (219,638)
_ 150,000
94,083 (251,928)
1,085,144 1,317,072
$ 1,160,127 $ 1,085,144
$ 377 $ 3,069
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UNITED WAY OF DENTON COUNTY, INC,

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2018 and 2017

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

The nature of activities and summary of significant accounting policies of United Way of Denton
County, Inc. (the Organization) is presented to assist in understanding the Organization’s
financial statements. Management of the Organization is responsible for the accuracy and
internal consistency of the preparation of the financial statements and notes contained in this
annual report.

Nature of Activities ~The United Way of Denton County, Inc. serves as a catalyst to facilitate the
organized effort of the community to identify and address the existing and emerging human needs
of its people. The Organization is supported primarily through donor contributions.

Basis of Presentation — The accompanying financial statements have been prepared on the
accrual basis of accounting in accordance with accounting principles generally accepted in the
United States of America (GAAP). Financial statement presented follows the requirements of
FASB ASC 958-210, Not-For-Profit Entities-Balance Sheet, and FASB ASC 958-225, Not-For-
Profit Entities-Income Statement. Under those provisions, net assets and revenues, gains, and

losses are classified based on the existence or absence of donor-imposed restrictions as
follows:

Unrestricted net assets - Net assets are not subject to donor-imposed stipulations.

Temporarily restricted net assets - Net assets are subject to donor-imposed stipulations
that may or will be met, either by actions of the Organization and/or the passage of time.
When a restriction expires, temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statement of activities as net assets released
from restrictions.

Permanently restricted net assets - Net assets are subject to donor-imposed stipulations
that will be maintained permanently by the Organization. Generally, the donors of these
assets permit the Organization to use all or part of the income earned on any related
investments for general or specific purposes. At March 31, 2018 and 2017 the
Organizations did not have any permanently restricted net assets.

Cash and Cash Equivalents — Cash and cash equivalents consist of cash held in checking and
money market accounts.

Investments — Investments consist of certificates of deposit. The certificates of deposit are one-
year certificates that will mature in the next fiscal year. The certificates of deposit are reported at
cost, which approximates fair value.

Support and Promises to Give — Annual campaigns are conducted to raise support for allocation
to participating agencies in the current and subsequent year. The Organization is also
conducting a capital campaign soliciting contributions and pledges to be used to build or
purchase a new building. Unconditional promises to give are recognized as revenue when the
promise to give is made, in accordance with GAAP. All support is considered available for
unrestricted use or temporarily restricted due to time restrictions, unless specifically restricted by
the donor. Promises to give are recorded as received, and allowances are provided for amounts
estimated as uncollectable. The allowance for uncollectible pledges is established by the United
Way Management based on past collection experience and current economic conditions.
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UNITED WAY OF DENTON COUNTY, INC.

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2018 and 2017

NOTE 1 — Nature of Activities and Summary of Significant Accounting Policies - Continued

Some capital campaign promises to give are to be paid over time periods ranging from one to
five years.

Donor restricted pass-through pledges are not recognized as revenue as the Organization acts
only as an intermediary between the donor and the ultimate beneficiary as required by FASB
ASC 958-605, Not-For-Profit Entities-Revenue Recognition. The SECC campaign and all
specific donor donations to designated agencies fall under this designation.

Contributions — The Organization’s success in conducting its mission is highly dependent on
attracting committed volunteers. A substantial number of volunteers have donated significant
amounts of their time in the Organization’s management and fund raising campaigns during the
year; however, these donated services are not reflected in the financial statements since the
services do not require specialized skills. Donated property and professional services are
recorded at their estimated fair value as of the date of the donation.

Property and Equipment — Property and equipment are stated at cost, or if donated, the
approximate fair value as of the date of the donation, less accumulated depreciation.
Depreciation is computed on the straight-line method over the estimated useful lives of the
assets, which range from 3 to 10 years. Expenditures for the new construction, major renewals
and replacements, and equipment are capitalized. Construction in progress relates to costs
incurred for architectural and engineering fees for a planned new building. Land and
construction in progress are not being depreciated.

Functional Expenses — The Organization allocates its expenses on a functional basis among its
program and supporting services. Expenses that can be identified with a specific program or
support service are allocated directly according to their natural expenditure classification. Other
expenses that are common to several functions are allocated on estimates made by the
Organization’s management.

Income Taxes — The Organization is a not-for-profit corporation and is exempt from federal
income taxes under Section 501(c)(3) of the Internal Revenue Code (IRC) and from Texas
franchise and sales and use taxes. In addition, contributions to the Organization qualify for the
charitable contribution deduction under IRC Section 170(b)(I}(A). United Way of Denton County, -

Inc. has been classified as an organization that is not a private foundation under IRC Section
509(a)(2).

The Organization applies the provisions of FASB ASC 74, Income Taxes related to the
accounting for uncertainty in income taxes, which prescribes a recognition threshold and
measurement attribute for financial statement recognition and measurement of a tax position
taken or expected to be taken in a tax return. This standard also provides guidance on
derecognition, classification, interest and penalties, accounting in interim periods, disclosure,
and transition. For the years ended March 31, 2018 and 2017, the organization does not believe
it currently holds any uncertain tax positions, therefore no recognition of uncertain tax positions
is reflected in the financial statements. There was no unrelated business income for the years
ended March 31, 2018 and 2017, and as a result, there was no income tax liability.



UNITED WAY OF DENTON COUNTY, INC,

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2018 and 2017

NOTE 1 — Nature of Activities and Summary of Significant Accounting Policies - Continued

Use of Estimates — The preparation of financial statements inconformity with accounting
principles generally accepted in the United Sates of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

Advertising Costs — Advertising costs are expensed as incurred.

NOTE 2 - Pledges Receivable

Pledges receivable at March 31, 2018 and 2017 consisted of the following promises and the
expected time of collection:

2018 2017

Pledges receivable in less than one year $ 987,059 $1,094,008
Pledges receivable in two to five years 144,057 186,994
1,131,116 1,281,002

Less allowance for uncollectible pledges (156,791) (230,212)
Less discount to present value (8,031) (7,455)
Pledges receivable, net $ 966,294 $1,043,335

$215,514 of the net pledges receivables are pledges to the Organization’s capital building
campaign.

NOTE 3 — Property and Equipment

Property and equipment consist of the following at March 31, 2018 and 2017:

_ 2017 __ 2016

Land $ 152,931 $ 159,931
Construction in progress 240,375 93,252
Office furniture and equipment 293,575 273,844
Less accumulated depreciation (224,167) (179,069)
Total $ 462714 $ 340,958

NOTE 4 — Real Estate Obligation Payable

in April 2015, the Organization acquired approximately 5 acres of land from Denton Housing
Authority (“DHA") pursuant to a Purchase and Sale Agreement (“the agreement”) for $150,000.
Under the agreement, the Organization was to build a building to house the offices of the
Organization and make space in the building available to DHA for use by DHA for certain
operations of DHA. Approximately 1,200 square feet of the planned building was to be built for
DHA’s use.
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UNITED WAY OF DENTON COUNTY, INC,

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2018 and 2017

NOTE 4 — Real Estate Obligation Payable — Continued

The $150,000 real estate obligation payable to DHA for the land purchase will be amortized
over a twenty year period at $832 per month (including interest at 3.0% per annum) if the
building was completed. The parties have entered into a lease agreement whereby DHA will
lease the portion of the building used by DHA at a lease rate of $832 per month to be applied to
the real estate obligation payable.

The following are the principal payments required under the real estate obligation assuming the
building is completed and occupied in March 2020:

Fiscal Year Ended Principal

March 31, Payments
2021 $ 5,560
2022 5,729
2023 5,903
2024 6,083
2025 6,268
Thereafter 120,457
Total $150,000

The agreement places certain restrictions on the Organization in the event of a sale of the
property and grants DHA a right of first refusal in the event of a sale of the property.

The Organization has started architectural plans and engineering for a building, but has not
completed fund raising in order to begin construction. See Note 12.

NOTE 5 — Contributions — Donated Services and Materials

A substantial number of unpaid volunteers have made significant contributions of their time to
the Organization's activities during the years. The value of this contributed time is not reflected
in these statements. The contributions of services are recognized only if the services received
(a) create or enhance non-financial assets or (b) require specialized skills that are provided by

individuals possessing those skills and would typically need to be purchased if not provided by
donation.

Materials and other assets received as donations are reflected in the accompanying financial
statements at their fair values on the date of receipt and are described as in-kind donations. In-

kind donations were $377 for year ended March 31, 2018 and $3,069 for the year ended March
31, 2017.

NOTE 6 — Designated Funds Payable

The State Employee Charitable Contribution program (SECC) is the only authorized charitable
fundraising drive in the State workplace. The United Way serves as the Local Campaign Manager
for the SECC campaign. The Organization acts as an intermediary between the donor and the
ultimate beneficiary. The SECC funds and designated funds collected through the United Way

Campaign are not recognized as revenue by the Organization, but are reported as a designated
payable in the statement of the financial position.
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UNITED WAY OF DENTON COUNTY, INC,

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2018 and 2017

NOTE 6 — Designated Funds Payable — Continued

The SECC campaign and the United Way campaign designated payables at March 31, 2018 and
2017 are as follows:

_ 2018 _ __2017

SECC payable $136,672 $111,931
Member agencies payable 36,086 50,756
Unaffiliated agencies payable 27,593 59,216
Total designated funds payable $200,351 $221,903

NOTE 7 - L.ease Commitments

The Organization leases office space and certain office equipment under operating leases
expiring through July 2021. Minimum future rental payments under non-cancelable operating

leases having remaining terms in excess of one year as of March 31, 2018 and 2017 are as
follows:

2018 _ 2017

03/31/2018 $ 82,016 $ 76,312
03/31/2019 64,195 55,639
03/31/2020 8,556 -
03/31/2021 8,556 -
03/31/2022 2,852 -
Totals $166,175 $131,951

Rent expense under operating leases was $83,154 and $80,885 for the years ended March 31,
2018 and 2017, respectively.

NOTE 8 — Retirement Plan

The Organization’s retirement plan is administered by the United Way. It is a defined
contribution retirement plan described under Section 403(b) of the Internal Revenue Service
Code. It is a defined contribution retirement plan which provides retirement benefits for all
employees who normally work more than twenty hours per week. The Organization contributed
amounts during the years ended March 31, 2018 and 2017 equal to a maximum of six percent
of the eligible employees’ gross salaries. Contributions for the years ended March 31, 2018 and
2017 were $36,630 and $30,872, respectively. Under this plan, participant accounts are one-
hundred percent vested at all times.

NOTE 9 — Temporarily Restricted Net Assets

Net assets are subject to donor-imposed stipulations that may or will be met, either by actions of
the Organization and/or the passage of time. When a restriction expires, temporarily restricted
net assets are reclassified to unrestricted net assets and reported in the statement of activities
as net assets released from restrictions. As of March 31, 2018 and 2017, temporarily restricted
net assets were available for the following:

__ 2018 _ 2017

Annual campaign pledges receivable, net $ 750,780 $ 857,296
Capital campaign contributions 524,106 255,097
Total temporarily restricted net assets $1,274,886 $1,112,393
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UNITED WAY OF DENTON COUNTY, INC.

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2018 and 2017

NOTE 10 — Concentration of Credit and Market Risk

The Organization maintains various bank accounts that may from time to time contain balances in
excess of federally insured limits. The Organization manages this risk by maintaining the deposits
with high quality financial institutions.

The Organization has various receivables as of March 31, 2018 and 2017. The Organization

consider its risk of loss from receivables (net of allowance for uncollectible amounts) to be
minimal.

The Organization received approximately 59% of its contributions from fifteen companies and/or
their employees for the 2017 pledge campaign year and received approximately 76% of its
contributions from fifteen companies and/or their employees for the 2016 pledge campaign year.

NOTE 11 -~ Financial Instruments

Accounts receivable — The amounts reported in the accompanying statements of financial

position as accounts receivable approximate fair value because of the short maturities of those
instruments.

Pledges receivable — The amounts reported in the accompanying statements of financial

position as pledges receivable approximate fair value because of the short maturities of those
instruments.

Accounts payable and other amounts payable — The carrying amounts reported in the
accompanying statements of the financial position for accounts payable and other amounts
payable approximate fair value.

The carrying amounts and fair value of the United Way's financial instruments at March 31,
2018 and 2017 are as follows:

2018 2017

Carrying Fair Carrying Fair

Amount Value Amount Value
Financial Assets:
Cash and cash
equivalents $1,160,127 $1,160,127 $1,065,144  $1,065,144
Investments 215,350 215,350 131,441 131,441
Pledges receivable 966,294 966,294 1,043,335 1,043,335
Financial liabilities:
Accounts payable and
other amounts payable 216,087 216,087 251,582 251,582
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UNITED WAY OF DENTON COUNTY, INC.

NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2018 and 2017

NOTE 12 — Subsequent Events

Management has evaluated the impact of all subsequent events on the Organization through
June 12, 2018, the date of financial statements issuance.

In April 2018, the Organization signed a Letter of Intent to purchase the building currently
occupied by the Organization. The Organization expects to close on the purchase of the building
before June 30, 2018. The purchase price will be $3.35 million, with the seller retaining a seller-
financed note for $2.8475 million. The Organization will fund the down payment from existing
capital campaign receipts and by borrowing under a line of credit secured by capital campaign
pledges (See Notes 2 and 9). All capital campaign donors have agreed to the use of their
donations for the building purchase.

After completing the purchase of the building, the Organization will discontinue plans to build on
the site acquired from DHA. The Organization plans to either sell the site or the site will revert to
DHA and the Real Estate Obligation Payable will be cancelled (See Note 4). It is not known what
amount may be recovered related to the Construction in Progress at March 31, 2018.
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