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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors

Community Development Corporation
of Brownsville and Affiliates
Brownsville, Texas

We have audited the accompanying consolidated financial statements of Community Development
Corporation of Brownsville and Affiliates (a nonprofit organization, collectively CDCB), which
comprise the consolidated statements of financial position as of September 30, 2019 and 2018, and
the related consolidated statements of activities and cash flows for the years then ended, and the
related notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits 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. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditors’ judgment, including the assessment of the risks of material misstatement of the
consolidated 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 consolidated 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 consolidated
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 consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of CDCB as of September 30, 2019 and 2018, and the
changes in their net assets and their cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1 to the financial statements, in 2019 Community Development Corporation of
Brownsville adopted Accounting Standards Update (ASU) 2016-14, Not-for-Profits Entities (Topic
959) — Presentation of Financial Statements for Not-for-Profit Entities. Our opinion is not modified
with respect to this matter.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The Schedules of Loan Delinquency and Aging — Unaudited have not been
subjected to the auditing procedures applied in the audit of the consolidated financial statements
and, accordingly, we do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January
20, 2020, on our consideration of CDCB'’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is solely to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the effectiveness of CDCB’s internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering CDCB'’s internal control over financial reporting and compliance.

CARR, RIGGS & INGRAM, LLC

Cam, I@ﬁu ¢ Q.ZVW ) L,

Brownsville, Texas
January 20, 2020



Community Development Corporation of Brownsville and Affiliates
Consolidated Statements of Financial Position

September 30, 2019 2018
ASSETS
Current assets
Cash and cash equivalents S 3,071,372 S 2,453,804
Certificates of deposit 751,317 745,763
Receivables
Mortgage loans receivable 811,514 683,758
Grants 997,056 836,111
Notes receivable 255,148 38,013
Prepaid and other assets 95,397 109,062
Current investment in homes and land development projects 2,045,824 3,554,741
Restricted cash and cash equivalents 1,305,105 1,032,143
Total current assets 9,332,733 9,453,395

Noncurrent assets

Mortgage loans receivable 10,662,205 11,229,633
Notes receivable 1,536,371 1,517,687
Developer fee receivable 1,527,275 1,527,275
Investment in homes and land development projects 8,754,811 9,552,186
Receivables - other - long-term 592,186 152,555
Prepaid and other assets 154,414 172,866
Rental properties - net 4,234,510 4,062,084
Long-term investments 3,552,682 3,552,682
Property and equipment - net 569,217 599,634

Total noncurrent assets 31,583,671 32,366,602

Total assets S 40,916,404 S 41,819,997

- Continued

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



Community Development Corporation of Brownsville and Affiliates

Consolidated Statements of Financial Position

September 30, 2019 2018
LIABILITIES AND NET ASSETS
Current liabilities
Accounts payable 426,902 306,004
Accrued expenses 139,440 150,365
Deferred revenue 917,825 915,734
Notes payable 1,253,845 2,311,188
Curent portion of long-term debt 335,433 217,307
Revolving fund 287,696 239,877
Other liabilities - Neighborhood Stabilization Program 99,778 49,360
Escrow deposits 599,189 569,104
Total current liabilities 4,060,108 4,758,939
Noncurrent liabilities
Notes payable - less current maturities 15,303,646 14,827,903
Revolving fund 905,064 859,102
Other liabilities - Neighborhood Stabilization Program 2,185,288 2,111,268
Total noncurrent liabilities 18,393,998 17,798,273
Total liabilities 22,454,106 22,557,212
NET ASSETS
Net assets without donor restrictions 17,911,163 18,717,465
Net assets with donor restrictions 551,135 545,320
Total net assets 18,462,298 19,262,785
Total liabilities and net assets 40,916,404 $ 41,819,997

The accompanying notes are an integral part of these financial statements.
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Community Development Corporation of Brownsville and Affiliates
Consolidated Statement of Activities

Without Donor  With Donor
For the year ended September 30, 2019 Restrictions Restrictions Total

Revenue and support

Sales - home and lot S 3,259,572 S - S 3,259,572
Net fees 240,595 - 240,595
Grants 784,646 3,667,914 4,452,560
Interest and investment income 501,585 5,815 507,400
Management fees 499,233 - 499,233
Rental Income 496,618 - 496,618
Multifamily- Los Olmos revenue 151,224 - 151,224
Other earned income 632,526 - 632,526
Net assets released from restrictions -
restrictions satisfied by payments 3,667,914 (3,667,914) -
Total revenue and support 10,233,913 5,815 10,239,728
Expenses
Program services:
Single Family 5,937,508 - 5,937,508
Youthbuild 656,570 - 656,570
Preservation 1,401,307 - 1,401,307
La Puerta 316,644 - 316,644
Multifamily 1,000,782 - 1,000,782
Special Service 498,239 - 498,239
Support services:
General and administration expenses 1,229,165 - 1,229,165
Total expenses 11,040,215 - 11,040,215
Change in net assets (806,302) 5,815 (800,487)
Net assets — beginning of year 18,717,465 545,320 19,262,785
Net assets — end of year S 17,911,163 $ 551,135 $18,462,298

The accompanying notes are an integral part of these financial statements.
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Community Development Corporation of Brownsville and Affiliates
Consolidated Statement of Activities

Without Donor  With Donor
For the year ended September 30, 2018 Restrictions Restrictions Total

Support and revenue

Sales - home and lot S 2,326,107 S - S 2,326,107
Net fees 151,578 - 151,578
Grants 675,574 2,201,120 2,876,694
Interest and investment income 482,380 6,013 488,393
Developer fee revenue 300,579 - 300,579
Management fees 356,365 - 356,365
Multifamily - Los Olmos revenue 52,936 - 52,936
Other earned income 459,489 - 459,489
Net assets released from restrictions -
restrictions satisfied by payments 2,201,120 (2,201,120) -
Total support and revenue 7,006,128 6,013 7,012,141
Expenses
Program services:
Single family 3,183,719 - 3,183,719
Youthbuild 650,673 - 650,673
Preservation 1,009,700 - 1,009,700
La Puerta 305,423 - 305,423
Multifamily 303,033 - 303,033
Special service 389,166 - 389,166
Support services:
General and administrative expenses 1,139,025 - 1,139,025
Total expenses 6,980,739 - 6,980,739
Change in net assets 25,389 6,013 31,402
Net assets — beginning of year 18,692,076 539,307 19,231,383
Net assets — end of year S 18,717,465 S 545,320 $19,262,785

The accompanying notes are an integral part of these financial statements.
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Community Development Corporation of Brownsville and Affiliates
Consolidated Statements of Cash Flows

For the years ended September 30, 2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets (800,487) S 31,402
Adjustments to reconcile change in net assets
to net cash(used in) provided by operating activities:
Depreciation - rental properties 138,303 6,956
Depreciation - property and equipment 56,755 55,138
(Increase) decrease:
Receivables:
Grants (160,945) (372,081)
Developer fee - 240,502
Other (439,631) 426,327
Prepaid and other assets 32,117 (46,346)
Increase (decrease):
Accounts payable 120,898 150,609
Accrued expenses (10,925) (46,327)
Deferred revenue 2,091 590,312
Revolving fund 45,962 381,238
Escrow depostis 30,085 (34,751)
Other liabilities 74,020 (97,024)
Net cash (used in) provided by operating activities (911,757) 1,285,955
-Continued-

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