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OPINION 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the United Way of Middle Tennessee, Inc. as of December 31, 2016 and 2015, 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. 
 
OTHER MATTERS 
 
Additional Information 
 
Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole. 
The accompanying schedule of expenditures of federal awards, as required as required by Title 2 U.S. Code 
of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards, is presented for purposes of additional analysis and is not a required part 
of the financial statements.  Such information is the responsibility of management and was derived from 
and relates directly to the underlying accounting and other records used to prepare the financial statements. 
The information has been subjected to the auditing procedures applied in the audit of the financial 
statements and certain additional procedures, including comparing and reconciling such information 
directly to the underlying accounting and other records used to prepare the financial statements or to the 
financial statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America. In our opinion, the information is fairly stated, in all 
material respects, in relation to the financial statements as a whole.  
 
OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING STANDARDS  
 
In accordance with Government Auditing Standards, we have also issued our report dated June 1, 2017 on 
our consideration of United Way of Middle Tennessee, Inc.’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 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 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 United Way of Middle Tennessee, Inc.’s 
internal control over financial reporting and compliance. 

 

 
 
Nashville, Tennessee 
June 1, 2017 
 





UNITED WAY OF MIDDLE TENNESSEE, INC. 

STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED DECEMBER 31, 2016 

TEMPORARILY PERMANENTLY 

UNRESTRICTED RESTRICTED RESTRICTED TOTAL 

PUBLIC SUPPORT AND REVENUE 
Gross campaign results - prior year $ 970,642 $ $ $ 970,642 
Gross campaign results - released from restrictions 14,859,513 (14,859,513) 

Total campaign results - prior year 15,830,155 (14,859,513) 970,642 
Less donor designations (4,587,814) 4,279,940 (307,874) 
Less provision for uncollectible accounts (680,548) 716,627 36,079 

Net campaign revenue - prior year 10,561,793 (9,862,946) 698,847 

Gross campaign results - current year 13,737,999 13,737,999 
Less donor designations (3,892,699) (3,892,699) 
Less provision for uncollectible accounts (681,827) {681,827) 

Net campaign revenue - current year 9,163,473 9,163,473 

Grants 4,518,945 174,201 4,693,146 
Other contributions and in-kind 911,242 911,242 
Designations from other United Way organizations 182,030 182,030 
Service fees 552,169 552,169 
Endowment spending rate 460,000 460,000 
Miscellaneous income 24,026 24,026 
Non-endowment investment income 386,940 16,924 403,864 
Other net assets released from restrictions 228,285 (228,285) 

TOTAL SUPPORT AND REVENUE 17,825,430 (736,633) 17,088,797 

PROGRAM SERVICES 
Program investments and designations to 

direct service providers 12,081,822 12,081,822 
Less: donor designations (4,587,814) (4,587,814) 

Net program investments 7,494,008 7,494,008 

Community building 1,841,862 1,841,862 
Grants and initiatives 4,335,341 4,335,341 

TOTAL PROGRAM SERVICES 13,671,211 13,671,211 

SUPPORTING SERVICES 
Management and general 1,235,117 1,235,117 
Fundraising and marketing 2,073,933 2,073,933 

TOTAL SUPPORTING SERVICES 3,309,050 3,309,050 

TOTAL COSTS AND EXPENSES 16,980,261 16,980,261 

Change in net assets before non-operating items 845,169 (736,633) 108,536 

Endowment gain, net of endowment spending rate 165,671 165,671 
Employee retirement plan Joss {452,265) (452,265) 

CHANGE IN NET ASSETS 392,904 (570,962) (178,058) 

NET ASSETS - BEGINNING OF YEAR 2,995,255 11,166,769 7,600,605 21,762,629 

NET ASSETS - END OF YEAR $ 3,388,159 $ 10,595,807 $ 7,600,605 $ 21,584,571 

See accompanying notes to financial statements. 
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UNITED WAY OF MIDDLE TENNESSEE, INC. 

ST A TEMENT OF ACTIVITIES 

FOR THE YEAR ENDED DECEMBER 31, 2015 

TEMPORARILY PERMANENTLY 

UNRESTRICTED RESTRICTED RESTRICTED TOTAL 

PUBLIC SUPPORT AND REVENUE 
Gross campaign results - prior year $ 1,025,199 $ $ $ 1,025,199 
Gross campaign results - released from restrictions 14,967,789 (14,967,789) 

Total campaign results - prior year 15,992,988 (14,967,789) 1,025,199 
Less donor designations (4,633,216) 4,469,354 (163,862) 
Less provision for uncollectible accounts (863,317) 623,568 (239,749) 

Net campaign revenue - prior year 10,496,455 (9,874,867) 621,588 

Gross campaign results - current year 14,843,600 14,843,600 
Less donor designations (4,279,940) (4,279,940) 
Less provision for uncollectible accounts (716,627) (716,627) 

Net campaign revenue - current year 9,847,033 9,847,033 

Grants 3,764,361 132,823 3,897,184 
Other contributions and in-kind 1,057,031 1,057,031 
Designations from other United Way organizations 247,874 247,874 
Service fees 452,657 452,657 
Endowment spending rate 475,000 475,000 
Miscellaneous income 21,740 21,740 
Non-endowment investment income (loss) (22,437) 560 (21,877) 
Other net assets released from restrictions 720,444 {720,444) 

TOTAL SUPPORT AND REVENUE 17,213,125 (614,895) 16,598,230 

PROGRAM SERVICES 
Program investments and designations to 

direct service providers 12,163,229 12,163,229 
Less: donor designations (4,633,216) ( 4,633,216) 

Net program investments 7,530,013 7,530,013 

Community building 1,996,202 1,996,202 
Grants and initiatives 4,260,463 4,260,463 

TOTAL PROGRAM SERVICES 13,786,678 13,786,678 

SUPPORTING SERVICES 
Management and general 1,157,830 1,157,830 
Fundraising and marketing 1,911,775 1,911,775 

TOTAL SUPPORTING SERVICES 3,069,605 3,069,605 

TOTAL COSTS AND EXPENSES 16,856,283 16,856,283 

Change in net assets before non-operating items 356,842 (614,895) (258,053) 

Endowment loss, net of endowment spending rate (486,160) (486,160) 
Employee retirement plan loss (55,131) (55,131) 

CHANGE IN NET ASSETS 301,711 (1, 101,055) (799,344) 

NET ASSETS - BEGINNING OF YEAR 2,693,544 12,267,824 7,600,605 22,561,973 

NET ASSETS - END OF YEAR $ 2,995,255 $ 11,166,769 $ 7,600,605 $ 21,762,629 

See accompanying notes to financial statements. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
General 
 
United Way of Middle Tennessee, Inc. (d/b/a United Way of Metropolitan Nashville in 
Davidson County and United Way of Cheatham County in Cheatham County) (collectively, the 
“Organization” or “United Way”) is an exempt publicly supported organization that brings 
people and organizations together to create solutions for the community’s most complex issues 
in the areas of education, financial stability and health. The Organization is governed by a 
volunteer Board of Trustees composed of a cross-section of community and business leaders. 
 
The Organization, whose antecedents date back to the Community Chest of Nashville formed in 
1922, was incorporated as The United Givers Fund of Nashville and Davidson County on 
May 21, 1954. 
 
Basis of Presentation 
 
The accompanying financial statements present the financial position and changes in net assets 
of the Organization on the accrual basis of accounting in conformity with accounting principles 
generally accepted in the United States of America (“GAAP”). 
 
Resources are classified as unrestricted, temporarily restricted or permanently restricted net assets, 
based on the existence or absence of donor-imposed restrictions, as follows: 
 
 Unrestricted net assets are free of donor-imposed restrictions.  All revenues, gains and losses 

that are not temporarily or permanently restricted by donors are included in this classification.  
All expenditures are reported in the unrestricted class of net assets, since the use of restricted 
contributions in accordance with the donors’ stipulations results in the release of the 
restriction. 

 
 Temporarily restricted net assets are limited as to use by donor-imposed restrictions that 

expire with the passage of time or that can be satisfied by use for the specific purpose. 
 
 Permanently restricted net assets are amounts required by donors to be held in perpetuity, 

including gifts requiring that the principal be invested and the income or specific portions 
thereof be used for operations. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Contributions, Pledges Receivable, Grants, Campaign Expenses and Program Investments 
 
Contributions received are recorded as unrestricted, temporarily restricted or permanently 
restricted support, depending on the existence and/or nature of any donor restrictions. 
 
Campaigns are conducted annually to raise support for program investments in the subsequent 
year.  Pledges receivable are recognized in the period received, with an allowance provided for 
estimated uncollectible accounts.  The allowance for uncollectible accounts is computed based 
on a three-year historical average write-off percentage, adjusted by management estimates of 
current economic factors, applied to gross campaign including donor designations.  
 
Campaign support pledged is recognized as an increase in temporarily restricted net assets until 
the year of investment.  All contributions are considered available for use as approved by the 
Board of Trustees unless specifically restricted or designated by the donor.  Campaign 
pledges designated by donors to specific agencies or other United Way organizations are 
considered to be agency-type transactions and are recorded as pledges receivable and 
designations payable on the statement of financial position and not included in net revenues 
or expenses of the Organization.  Campaign expenses for annual campaigns are recognized 
in the period incurred.  The Organization honors designations made by donors to each 
organization by distributing a proportionate share of receipts based on donor designations to 
each organization. 
 
Program investments in partner agencies are recognized as program service expenses in the 
period approved by the Board of Trustees, and correspond to the period of the release of 
time restrictions for related campaign pledges. 
 
Grant revenue from federal and state government agencies is recognized in the period a liability 
is incurred for eligible expenditures under the terms of the grant.  Federal and state grant funds 
paid to subrecipient agencies are recognized as grant expenses in the period a liability is incurred 
for eligible expenditures by the subrecipient. 
 
Expenditures related to federal and state contracts are subject to adjustment upon review by the 
granting agencies.  It is management’s assessment that the amounts, if any, of expenditures 
which may be disallowed would not have a material effect on the Organization’s financial 
position. 
 
Cash and Cash Equivalents 
 
Cash and cash equivalents consist of demand deposits with banks with maturities of three 
months or less. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Investments 
 
Investments consist of money market, equity securities, fixed income mutual funds and 
alternative investments and are carried at the fair market value on the last business day of the 
reporting period.  The changes in unrealized gains and losses are recognized currently in the 
statement of activities. 
 
Property and Equipment 
 
Property and equipment are reported at cost at the date of purchase or at estimated fair value at 
date of gift to the Organization.  The United Way’s policy is to capitalize purchases with a cost 
of $500 or more and an estimated useful life greater than one year.  Depreciation is calculated by 
the straight-line method over the estimated useful lives of the assets, which is thirty years for 
buildings and range from three to ten years for building improvements, furniture and equipment. 
 
Program and Supporting Services 
 
The following program and supporting services are included in the accompanying financial 
statements: 
 

Program Services: 
 

Program Investments and Designations to Direct Service Providers - includes activities 
funded by the annual campaign for outcome-based investments in agency programs, 
coordination and administration of Family Resource Centers, support of the 2-1-1 
community information line, program investments in the Read to Succeed initiative, 
Imagination Library and other program investments. 
 
Donor Designations - represents the gross amount of campaign funding designated by 
the donor to an eligible 501(c)3 agency. 
 
Net Program Investments - includes the net amounts provided to agencies and program 
investments from unrestricted campaign funds. 
 
Community Building - includes activities funded by the annual campaign related to 
planning, oversight, administration of outcome-based investments and support for 
community initiatives.   
 
Grants and Initiatives - includes activities that deliver services funded by sources other 
than the annual campaign, such as the Ryan White/Community AIDS Partnership, Read 
to Succeed, 2-1-1, the Nashville Alliance for Financial Independence, Financial 
Empowerment Centers, Restore the Dream and Disaster Relief. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Program and Supporting Services (Continued) 

 
Supporting Services: 
 

Management and General - relates to the overall direction of the Organization.  These 
expenses are not identifiable with a particular program or event or with fundraising, but 
are indispensable to the conduct of those activities and are essential to the Organization.  
Specific activities include organization oversight, business management, human 
resources, finance, information technology and other administrative activities. 
 
Fundraising and Marketing - includes costs of activities directed toward appeals for 
financial support.  Other activities include the cost of solicitations and creation and 
distribution of fundraising materials. 

 
Allocation of Functional Expenses 
 
Expenses that can be directly attributed to a particular function are charged to that function. 
Certain costs have been allocated among more than one program or activity based on objectively 
evaluated financial and nonfinancial data or reasonable subjective methods determined by 
management. 
 
Fair Value Measurements 
 
The Organization classifies its investments based on a hierarchy consisting of: Level 1 
(securities valued using quoted prices from active markets for identical assets), Level 2 
(securities not traded on an active market but for which observable market inputs are readily 
available) and Level 3 (securities valued based on significant unobservable inputs).   
 
An 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 maximize the use of observable inputs and minimize the use of unobservable 
inputs. 
 
The following is a description of the valuation methodologies used for assets measured at fair 
value on a recurring basis: 
 
Investments - Fair values for investments (level 1) are determined by reference to quoted market 
prices and other relevant information generated by market transactions. Fair values for 
investments in U.S. Treasury securities, debt obligations and mortgage-backed securities are 
based primarily on other observable values, such as interest rates and yield curves. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

Alternative Investments - A portion of the Organization’s portfolio of investments (level 3) 
consists of private securities (limited partnership and hedge fund) which are in inactively traded 
markets.  These securities are reported at the net asset value (or its equivalent) of the 
Organization’s share in the fund as calculated in the fund’s audited financial statements, which 
approximates fair value.  Non-traditional and alternative investment value reflects the most 
current data provided as of December 31, 2016 and 2015, respectively. 
 
Employee Retirement Plan Investments - Assets valued at the purchase or redemption price of the 
units of participation, based on the formula in the contract.  The quoted market prices of the 
underlying securities comprising such accounts are first determined and then adjusted to apply the 
expense factor disclosed in the annuity contract.  The unit value is determined by dividing the net 
assets by the number of units outstanding. 
 
No changes in the valuation methodologies have been made since the prior year. 
 
The methods described above may produce a fair value calculation that may not be indicative of 
net realizable value or reflective of future fair values.  Furthermore, while the Organization 
believes its valuation methodologies are appropriate and consistent with that of other market 
participants, the use of different methodologies or assumptions to determine the fair value of 
certain financial instruments could result in different fair value measurements at the reporting 
date. 
 
Service Fees 
 
Service fees are amounts charged by the Organization for raising, processing and transferring 
donor-designated gifts to agencies and other United Way organizations.  Donor-designated 
pledges are assessed both a fundraising and a management and general fee based on actual 
historical costs in accordance with United Way Worldwide’s Membership Requirements as 
outlined in its publication titled Cost Deduction Requirements for Membership Requirement M.  
The Organization is committed to complying with that requirement in assessing these service 
fees.  Amounts designated by donors are presented at the gross amount in the statement of 
activities prior to such charges. 
 
Printing and Promotional 
 
Advertising costs are expensed as incurred.  Included in printing and promotional expense is 
an allocated value of donated media of $159,292 in 2016 and $355,193 in 2015, 
respectively. This donated media is the result of relationships maintained by United Way 
Worldwide (“UWW”) with the National Football League and Ad Council who promote the 
work of United Way and its volunteers in local communities.  

 



UNITED WAY OF MIDDLE TENNESSEE, INC. 
 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
 

DECEMBER 31, 2016 AND 2015 
 
 

 -14-

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Donated Services and In-Kind Contributions 
 
A large number of volunteers donate substantial amounts of time toward the annual campaign 
and the various community activities; however, no value volunteer time has been recorded in the 
financial statements. Donated property and other in-kind contributions are recognized in the 
financial statements at fair value when received. 
 
Endowment Income Distribution Policy 
 
The Organization’s policy is to distribute a portion of the endowment income to support current 
operational needs. This policy is designed to insulate operational programs from capital market 
fluctuations. Under this policy, endowment income distributions are based on an amount 
approved in advance by the Board.  Actual endowment return earned in excess of or less than the 
spending rate is reported separately in the statement of activities. 
 
Income Taxes 
 
The Organization qualifies as a not-for-profit organization exempt from federal income taxes 
under Section 501(c)(3) of the Internal Revenue Code. Accordingly, income taxes are not 
provided. 
 
The Organization files a U.S. federal Form 990 for organizations exempt from income tax.   
 
Management performs an evaluation of all income tax positions taken or expected to be taken in 
the course of preparing the Organization’s income tax return to determine whether the income tax 
positions meet a “more likely than not” standard of being sustained under examination by the 
applicable taxing authorities. Management has performed its evaluation of all income tax positions 
taken on all open income tax returns and has determined that there were no positions taken that do 
not meet the “more likely than not” standard.  Accordingly, there were no provisions for income 
taxes, penalties or interest receivable or payable relating to uncertain income tax positions in the 
accompanying financial statements. 
 
Use of Estimates 
 
The preparation of financial statements in conformity with GAAP 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 of the financial statements and the 
reported amounts of revenues and expenses during the reporting period.  Actual results could 
differ from those estimates. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Reclassifications 
 
Certain prior year balances have been reclassified to conform to the current year’s presentation. 
The effects of such reclassifications have no effect on the change in net assets previously 
reported. 
 
Events Occurring After Reporting Date 
 
The Organization has evaluated events and transactions that occurred between December 31, 
2016 and June 1, 2017, the date the financial statements were available to be issued, for possible 
recognition or disclosure in the financial statements. 
 
 

 
NOTE 2 - CONCENTRATION OF CREDIT RISK 

 
Financial instruments that potentially subject the Organization to concentrations of credit risk 
consist of cash and cash equivalents, various grants, pledges receivable and investments.  The 
Organization maintains cash accounts at financial institutions, investment companies and trusts 
whose accounts are insured by the Federal Deposit Insurance Corporation.  Pledges receivable 
consist of corporate and individual pledges for the annual campaign, which are widely dispersed 
to mitigate credit risk.  Grant receivables represent concentrations of credit risk to the extent they 
are receivable from concentrated sources. 
 
Securities held in a broker/dealer account are insured by the Securities Investor Protection 
Corporation (SIPC), up to $500,000 per broker/dealer, in certain circumstances such as fraud or 
failure of the institution.  Accounts held by one broker/dealer, which exceed SIPC limits, are 
covered by an additional $1.9 million of insurance through Lloyd’s of London.  Accounts held 
by a trust are covered by error and omissions insurance up to the full amount invested.  The 
SIPC and additional insurance protection do not insure against market risk. 
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NOTE 3 - FAIR VALUE MEASUREMENTS 
 
The following table sets forth the Organization’s major categories of assets measured at fair 
value on a recurring basis, by level within the fair value hierarchy, as of December 31: 
 

Level 1 Level 2 Level 3
Inputs Inputs Inputs Total

 Investments:
Short-term investments 147,355$         -$                   -$                    147,355$         
Equity securities:
    Large Cap funds 7,414,675        -                     -                      7,414,675        
    Mid Cap funds 736,838           -                     -                      736,838           
    Small Cap funds 664,548           -                     -                      664,548           
    International funds 2,321,030        -                     -                      2,321,030        

Fixed income mutual funds 2,476,792        -                     -                      2,476,792        
Alternative investments -                    -                   925,682          925,682         

 Total investments at fair value 13,761,238$   -$                  925,682$        14,686,920$   

2016

 
 

Level 1 Level 2 Level 3
Inputs Inputs Inputs Total

 Investments:
Short-term investments 152,814$         -$                   -$                    152,814$         
Equity securities:
    Large Cap funds 7,008,740        -                     -                      7,008,740        
    Mid Cap funds 684,501           -                     -                      684,501           
    Small Cap funds 609,913           -                     -                      609,913           
    International funds 2,267,468        -                     -                      2,267,468        
Fixed income mutual funds 2,367,622        -                     -                      2,367,622        
Alternative investments -                    -                   954,414          954,414         

 Total investments at fair value 13,091,058$   -$                  954,414$        14,045,472$   

2015

 
The following table sets forth a summary of changes in fair value of the Organization’s Level 3 
alternative investments for the year ended December 31, 2016: 
 
Balance, beginning of year 954,414$        
Unrealized loss on investments (28,732)        

Balance, end of year 925,682$         
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NOTE 3 - FAIR VALUE MEASUREMENTS (CONTINUED) 
 

Fair value of level 3 investments in certain entities that calculate net asset value per share (or its 
equivalent): 
 

Investment

Fair Value at 
December 
31, 2016

Fair Value at 
December 
31, 2015

Unfunded 
Commitment 
at December 

31, 2016
Redemption 
Frequency

Redemption 
Notice 
Period

Pine Grove Alternative 
Institutional Fund 464,145$     464,781$     -$                 Quarterly 95 days
Voyager Partners Offshore 
LTD 461,537$     489,633$     -$                 Quarterly 95 days
 
The unobservable inputs of the underlying securities in the funds include appraisals based on the 
closing value, the mean between bid and ask, or a matrix on interest rates for similar securities.   
 
The investment objectives of the limited partnerships and hedge funds are as follows: 
 
The Pine Grove Alternative Institutional Fund seeks long-term capital appreciation. The Fund 
seeks to achieve its investment objective by generating attractive long-term risk-adjusted returns as 
compared to those offered by traditional public equity and fixed income markets. The Fund seeks 
to accomplish its objective by investing substantially all its assets in investment funds, often 
referred to as hedge funds managed by unaffiliated third-party investment managers that specialize 
in a variety of investment strategies and types of investments. 
 
The Voyager Partners Offshore Ltd. engages in investment activities through its investment in 
Voyager Partners, L.P.  The investment allocates its assets among multiple professional managers 
for the purpose of achieving capital appreciation.  The professional managers are accessed through 
private investment companies and other investment entities that invest and trade in a variety of 
securities and other financial instruments. 
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NOTE 4 - INVESTMENTS 
 
The fair values and related costs of investments are summarized as follows at December 31: 
 

Fair Value Cost Fair Value Cost

Short-term investments 147,355$        147,355$        152,814$        152,814$        
Equity securities 11,137,091     8,461,977       10,570,622     7,566,945       
Fixed income mutual funds 2,476,792       2,521,258       2,367,622       2,428,240       
Alternative investments 925,682        1,000,000     954,414          1,000,000     

14,686,920$   12,130,590$   14,045,472$   11,147,999$   

2016 2015

  
Return on investments was as follows for the years ended December 31: 
 

2016 2015

Return on investments:
    Interest and dividend income 256,057$      256,049$      
    Investment fees (54,850)         (55,521)         
Gain on investments:
    Realized gain on sale of investments 215,250        382,668        
    Increase (decrease) in accumulated unrealized gain on investments 613,078        (616,233)     

Total return on investments 1,029,535$   (33,037)$       

 
Return on investments is reported in the statements of activities as follows for the years ended 
December 31: 

 
2016 2015

Non-endowment investment income (loss) 403,864$      (21,877)$       
Endowment spending rate 460,000        475,000        
Endowment gain (loss), net of endowment spending rate 165,671        (486,160)     

Total return on investments 1,029,535$   (33,037)$      
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NOTE 5 - PLEDGES RECEIVABLE 
 
Pledges receivable consisted of the following at December 31: 
 

2016 2015

Current year campaign 9,569,726$    10,482,426$  
Prior years’ campaigns 2,643,811    2,761,983      

12,213,537  13,244,409    

Less allowance for uncollectible pledges:
   Current year campaign 911,991         885,296         
   Prior years’ campaigns 1,677,731    1,870,861      

2,589,722    2,756,157      

Total pledges receivable 9,623,815$   10,488,252$  
 

 
The results of the current and future year campaigns, net of the related allowance for 
uncollectible pledges, less designations payable, have been included in temporarily restricted net 
assets on the accompanying statements of financial position, as such contributions are restricted 
for allocations of the future periods. 
 

 
 
NOTE 6 - PROPERTY AND EQUIPMENT 

 
Property and equipment consisted of the following at December 31: 
 

2016 2015

Land 272,715$       272,715$       
Building and improvements 1,670,661      1,670,661      
Furniture and equipment 1,279,372    1,271,315      

3,222,748      3,214,691      
Less accumulated depreciation 2,857,741    2,808,159      

Total property and equipment, net 365,007$      406,532$      
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NOTE 7 - EMPLOYEE RETIREMENT PLANS 
 
The Organization sponsors a Section 403(b) retirement plan.  The plan requires the Organization 
to match 50% of an employee’s deferral amount up to a maximum of 3% of each eligible 
employee’s annual compensation.  Employees are eligible to participate in the plan starting the 
first day of the month following employment.  Participants’ employer match accounts become 
vested incrementally over three years of service.  Effective January 1, 2012, the Organization 
amended this plan to also allow for discretionary contributions. Total employer contributions to 
this plan were $72,497 in 2016 ($65,273 in 2015).  
 
The Organization had a defined benefit pension plan (“Plan”) covering substantially all salaried 
employees who had completed one year of service and were at least 21 years of age.  During 
2011, the Plan adopted an amendment that froze the Plan effective December 31, 2011, thus no 
additional benefits will accrue under the Plan.  No employee is eligible to become a participant 
in the Plan on or after December 31, 2011 and all participants in the Plan became fully vested as 
of December 31, 2011. There are no estimated contributions to be made to the Plan in 2017. 
 
The following tables present the Plan’s funded status and the accumulated benefit obligation as 
of and for the years ended December 31: 
 

2016 2015

Benefit obligation (2,367,766)$     (3,716,964)$     
Fair value of plan assets 2,119,851         3,884,307         

Net pension asset (liability) - end of year (247,915)$        167,343$           
 
The entire balance of the net pension asset is included on the statement of financial position. 
 
Amounts recognized as non-operating items in the statement of activities consisted of the 
following for the years ended December 31: 
 

2016 2015

Loss recognized due to settlement 688,898$          -$                     

Net (gain) loss previously not recognized  in 
    unrestricted net assets and in periodic pension cost (236,633)        55,131             

Total employee retirement plan loss 452,265$         55,131$           
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NOTE 7 - EMPLOYEE RETIREMENT PLANS (CONTINUED) 
 
The following tables present the Plan’s change in benefit obligations, changes in plan assets and 
funded status recognized in the accompanying financial statements as of and for the years ended 
December 31: 

 

Benefit obligation - beginning of year 3,716,964$     3,842,752$     
Service cost 11,085            9,560              
Interest cost 139,594          130,816          
Change in assumptions 51,961            (78,373)          
Actuarial (gain)/loss 415,803          (4,263)            
Benefits paid (including expense charges) (1,967,641)     (183,528)        

Benefit obligation - end of year 2,367,766$     3,716,964$     

 
 

Fair value of plan assets - beginning of year 3,884,307$     4,053,157$     

Actual return on plan assets 203,185          14,678            

Benefits paid (including expense charges) (1,967,641)     (183,528)        

Fair value of plan assets - end of year 2,119,851$     3,884,307$     

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

Level 1 Level 2 Level 3 Total

Conservative Allocation Fund -$                 2,119,851$  -$                  -$                 

Level 1 Level 2 Level 3 Total

Conservative Allocation Fund -$                 3,884,307$  -$                  -$                 

2016

2015
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NOTE 7 - EMPLOYEE RETIREMENT PLANS (CONTINUED) 
 
Fair value of investments in certain entities that calculate net asset value per share (or its 
equivalent): 
 

Investment
Fair Value at 
December 31, 

2016

Fair Value at 
December 31, 

2015
Unfunded

Commitment
Redemption
Frequency*

Redemption
Notice 
Period*

Conservative Allocation Fund 2,119,851$     3,884,307$     -$                  Immediate 30 days
 
*Information noted in these columns is the same for each investment type for 2016 and 2015. 
 
Significant investment strategies for the general account and conservative allocation fund include 
investment choices that seek the realization of current income to the extent consistent with the 
maintenance of liquidity, investment quality and stability of capital through investment in money 
market instruments and other short-term securities.  Over the long term, the Organization’s plan 
investment policy has a target allocation percentage of 35% equity and 65% fixed income. At 
December 31, 2016, the plan assets by category were 29% bond fund, 34% mid-term bond fund, 
27% equity index fund, 5% mid-cap equity index fund, and 5% international fund. 
 
The following table summarizes the pension benefits expected to be paid over the next ten fiscal 
years ending: 
 

Ending December 31,

2017 240,000$        
2018 244,000          
2019 190,000          
2020 18,000            
2021 200,000          
2022-2026 599,000         

1,491,000$      
 
The following table summarizes the Company’s net periodic pension costs for the years ended 
December 31: 

2016 2015

Service cost 11,085$          9,560$            
Interest cost 139,594          130,816          
Expected return on plan assets (232,725)        (242,902)        
Losses recognized (actuarial) 45,039            40,362            

Total recognized in net periodic pension cost (37,007)$        (62,164)$         
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NOTE 7 - EMPLOYEE RETIREMENT PLANS (CONTINUED) 
 
The estimated effect on net assets for items not yet reflected in net periodic benefit costs are as 
follows: 

Estimated
Amounts to be
Reclassed as 
Net Periodic

January 1, 2016 Benefit Cost

Transition obligation -$                       -$                       
Prior service cost -                         -                         

Net loss 833,684              37,899               

833,684$           37,899$            

 
The following weighted average assumptions were used to determine the net periodic benefit 
costs as of December 31: 
 

2016 2015

Discount rate 3.75% 3.40%
Expected return on plan assets 6.00% 6.00%
Rate of compensation increase 0.00% 0.00%
 
Assumptions used to determine pre-retirement discount rate as of December 31: 
 

2016 2015

Discount rate 3.75% 3.75%
 
The expected long-term rate of return on plan assets assumption of 6.0% (6.0% as of December 
31, 2015) was selected using the “building block” approach described by the Actuarial Standards 
Board in Actuarial Standards of Practice No. 27 - Selection of Economic Assumptions for 
Measuring Pension Obligations.  Based on the Organization’s investment policy for the pension 
plan in effect as of the beginning of each year, a best estimate range was determined for both the 
real rate of return (net of inflation) and for the inflation based on the Company’s historic 30-year 
period rolling averages.  The rate is reviewed annually and adjusted as appropriate to reflect 
changes in the expected long-term market performance or in the targeted asset allocation ranges. 
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NOTE 8 - ENDOWMENT FUNDS 
 
Financial accounting standards provide guidance on the net asset classification of donor-
restricted endowment funds for a nonprofit organization that is subject to an enacted version of 
the Uniform Prudent Management of Institutional Funds Act of 2006 (UPMIFA).  Financial 
accounting standards also require additional disclosures about an organization’s endowment 
funds (both donor-restricted endowment funds and board-designated endowment funds) whether 
or not the organization is subject to UPMIFA.  
 
Interpretation of applicable law - The Board of Trustees has interpreted UPMIFA as requiring 
the preservation of the fair value of the original gift as of the gift date of the donor-restricted 
endowment funds absent explicit donor stipulations to the contrary.  As a result of this 
interpretation, the Organization classifies as permanently restricted net assets (a) the original 
value of gifts donated to the permanent endowment, (b) the original value of subsequent gifts to 
the permanent endowment and (c) accumulations to the permanent endowment made in 
accordance with the direction of the applicable donor gift instrument at the time the 
accumulation is added to the fund.  The remaining portion of the donor-restricted endowment 
fund that is not classified in permanently restricted net assets is classified as temporarily 
restricted net assets until those amounts are appropriated for expenditure by the Organization in a 
manner consistent with the standard of prudence prescribed by UPMIFA.  The Organization’s 
permanently restricted endowment funds are based on signed donor agreements which outline 
the spending policies described below.  In the absence of such donor restrictions, the 
Organization would follow UPMIFA and the State of Tennessee’s State Uniform Prudent 
Management of Institutional Funds Act (SUPMIFA).  In accordance with UPMIFA, the 
Organization considers the following factors in making a determination to appropriate or 
accumulate donor-restricted endowment funds: 
 

 The duration and preservation of the fund 
 The purpose of the Organization and the donor-restricted endowment fund 
 General economic conditions 
 The possible effect of inflation and deflation 
 The expected total return from income and the appreciation of the investments 
 The investment policies of the Organization 

 
Spending policy - The Organization has a policy of appropriating for distribution each year up to 
5% of the three-year moving average of the quarterly endowment market values.  
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NOTE 8 - ENDOWMENT FUNDS (CONTINUED) 
 
Investment return objective, risk parameters and strategies - The Organization has adopted 
investment and spending policies, approved by the Board of Trustees, to establish asset 
allocation targets, investment objectives and guidelines and the degree of investment risk the 
Trustees deems acceptable. The goal of the endowment is to exist in perpetuity, and therefore, 
provide for fund making in perpetuity.  To attain this goal, the overriding objective of the 
endowment is to maintain purchasing power and, net of spending, to grow the aggregate 
portfolio value at the rate of inflation or greater over the endowments investment horizon. 
Specific performance standards have been formulated for the endowment. Underlying these 
standards is the belief that the management of the endowment should be directed toward 
achieving the following investment objectives: 
 
 The endowment taken as a whole should achieve a minimum five-year return (income, 

realized capital gains and losses and unrealized capital gains and losses) equal to or higher 
than the five-year average of the three-month Treasury bill rate plus 300 basis points. 

 
 The total endowment should outperform a weighted index (70/30 percent) of the Standard & 

Poor’s 500 and Barclays Index over a five-year average. 
 
 The return of the endowment manager(s) should fall at least in the top half of the second 

quartile of a universe of similarly weighted indices for one, three and five-year returns. The 
universes are selected jointly by the Investment Managers and the Finance Committee. 

 
Asset allocations are targeted at 80% equities, 15% fixed income and 5% alternative 
investments.   Limits are in place as to the amount of stock that is invested in a single company 
to reduce the potential impact of losses on individual investments.  Investment allocations are 
spread between cash equivalents, fixed income portfolios, equities and alternative investments. 
 
Permanently restricted net assets at December 31, 2016 and 2015 consist entirely of endowment 
funds.  Income from such endowment funds is temporarily restricted until the funds have been 
appropriated for expenditure. 
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NOTE 8 - ENDOWMENT FUNDS (CONTINUED) 
 
A schedule of changes in endowment net assets follows for the years ended December 31: 
 

Board
Designated Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment net assets, January 1 1,259,386$   810,876$      7,600,605$   9,670,867$   
Contributions 55,178          -                    -                    55,178          
Investment income 23,300          152,815        -                    176,115        
Investment fees (4,953)           (31,977)         -                    (36,930)         
Net appreciation (realized and unrealized) 77,057          504,833        -                    581,890        
Amounts appropriated for expenditure -                  (460,000)     -                   (460,000)     

Endowment net assets, December 31 1,409,968$   976,547$      7,600,605$   9,987,120$   

Board
Designated Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment net assets, January 1 133,274$      1,297,036$   7,600,605$   9,030,915$   

Contributions 1,143,890     -                    -                    1,143,890     

Investment income 20,773          153,439        -                    174,212        

Investment fees (4,228)           (34,296)         -                    (38,524)         

Net appreciation (realized and unrealized) (34,323)         (130,303)       -                    (164,626)       
Amounts appropriated for expenditure -                  (475,000)     -                   (475,000)     

Endowment net assets, December 31 1,259,386$  810,876$     7,600,605$   9,670,867$  

2016

2015

Donor Designated

Donor Designated
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NOTE 9 - NET ASSETS 
 
Temporarily restricted net assets are available for the following purposes at December 31: 
 

2016 2015

Contributions to support the Restore the Dream fund 232,732$       215,807$       
Contributions to support the Read to Succeed program 155,613         113,715         
Contributions to support the Financial Empowerment Centers -                    19,109           
Contributions to support allocations and operations of
    future periods 9,102,548      9,862,946      
Imagination library 61,301           138,175         
Deferred revenue for future campaigns, net of designations 67,066           6,141             

Net unappropriated gains on permanently restricted endowment 

    since inception 976,547         810,876         

Total temporarily restricted net assets 10,595,807$  11,166,769$ 

 
Permanently restricted net assets at December 31, 2016 and 2015 consist entirely of endowment 
funds. Income from such endowment funds is temporarily restricted until the funds have been 
appropriated for expenditure. 

 
 
 
NOTE 10 - OPERATING LEASES 

 
The Organization is obligated on noncancelable operating leases for various office equipment 
that expire at various dates through December 2019.  Total rental expense in the amount of 
$55,831 was incurred for the year ended December 31, 2016 ($40,982 for the year ended 
December 31, 2015).  
 
Future minimum lease payments required under all noncancelable leases as of December 31, 
2016 are: 
 

Year Ending December 31,

2017 92,721$          
2018 33,695            

2019 33,695            

160,111$         
 
 



UNITED WAY OF MIDDLE TENNESSEE, INC. 
 

NOTES TO FINANCIAL STATEMENTS (CONTINUED) 
 

DECEMBER 31, 2016 AND 2015 
 
 

 -28-

NOTE 11 - SUPPORTING SERVICES 
 
Supporting services costs include management and general, fundraising and marketing and dues 
to United Way Worldwide.  Those costs are presented in detail in the statement of functional 
expenses. 
 
United Way Worldwide has adopted a standard methodology for preparing the IRS Form 990 
and utilizing it as the basis for calculating the “overhead rate.”  The overhead rate is calculated 
as the percentage of total supporting services costs to total revenues.  The principal differences 
between total revenues reported per the financial statements and the Form 990 is the inclusion of 
donor designations, endowments gains, employee retirement plan losses and unrealized gains on 
investments.  Form 990 allows for reporting the total campaign results as revenue. The table 
below details the overhead rate calculation and also reconciles revenue per Form 990 to the 
financial statements for the year ended December 31, 2016: 
 

Statement of
Activities

Total support and revenue 17,088,797$  
Plus:
    Donor designations 4,200,573      
    Unrealized gain on investments, net (613,078)       
Less:
    Donated services (159,292)       
    Employee retirement plan loss (452,265)       
    Endowment losses, exclusive of spending rate 165,671         

Adjusted total revenue per Form 990 20,230,406$  

Total supporting services costs 3,309,050$    

Percent of adjusted total revenue 16.36%  
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UNITED WAY OF MIDDLE TENNESSEE, INC. 
 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
 

FOR THE YEAR ENDED DECEMBER 31, 2016 
 
 
 
NOTE 1 - BASIS OF PRESENTATION 

 
The accompanying Schedule of Expenditures of Federal Awards includes the federal grant 
activity, respectively, of the Organization and is presented on the accrual basis of accounting.  
The information in the Schedule of Expenditures of Federal Awards is presented in accordance 
with the requirements of Title 2 U. S. Code of Federal Regulations (CFR) Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards 
(Uniform Guidance). Because the Schedule presents only a selected portion of the operations of 
the Organization, it is not intended to and does not present the financial position, changes in net 
assets, or cash flows of the Organization.  
 
 
 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such 
expenditures are recognized following the cost principles contained in the Uniform Guidance, 
wherein certain types of expenditures are not allowable or are limited as to reimbursement. The 
organization has elected not to use the 10-percent de minims indirect cost rate as allowed under 
the Uniform Guidance.    
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 -32-

 
 
 
 
COMPLIANCE AND OTHER MATTERS 
 
As part of obtaining reasonable assurance about whether United Way of Middle Tennessee Inc.’s 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 or other matters that are 
required to be reported under Government Auditing Standards. 
 
PURPOSE OF THIS REPORT 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance.  This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance.  Accordingly, 
this communication is not suitable for any other purpose. 
 

 
 
Nashville, Tennessee 
June 1, 2017 
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OPINION ON EACH MAJOR FEDERAL PROGRAM 
 
In our opinion, United Way of Middle Tennessee, Inc. complied, in all material respects, with the types of 
compliance requirements referred to above that could have a direct and material effect on its major federal 
programs for the year ended December 31, 2016. 
 
REPORT ON INTERNAL CONTROL OVER COMPLIANCE 
 
Management of the Organization is responsible for establishing and maintaining effective internal control 
over compliance with the types of compliance requirements referred to above.  In planning and performing 
our audit of compliance, we considered the Organization’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of 
internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the 
Organization’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency, 
or combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility 
that material noncompliance with a type of compliance requirement of a federal program will not be 
prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over 
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type 
of compliance requirement of a federal program that is less severe than a material weakness in internal 
control over compliance, yet important enough to merit attention by those charged with governance. 
 
Our consideration of internal control over compliance 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 compliance 
that might be material weaknesses or significant deficiencies. We did not identify any deficiencies in internal 
control over compliance that we consider to be material weaknesses. However, material weaknesses may 
exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our testing of 
internal control over compliance and the results of that testing based on the requirements of the Uniform 
Guidance. Accordingly, this report is not suitable for any other purpose. 
 

 
 
Nashville, Tennessee 
June 1, 2017 
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UNITED WAY OF MIDDLE TENNESSEE, INC. 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
 

FOR THE YEAR ENDED DECEMBER 31, 2016 
 
 
 
Section I - Summary of Auditors’ Results  
  
Financial Statements  
  
Type of report the auditor issued on whether the 
financial statements audited were prepared in 
accordance with GAAP: 

 
Unmodified

 

  
Internal control over financial reporting:  
  
 Material weakness(es) identified?              yes        x        no
  
 Significant deficiency(ies) identified?               yes        x        none reported
  
Noncompliance material to financial statements 
noted?                yes

 
       x        no

  
Federal Awards   
  
Internal control over major programs:  
  
 Material weakness(es) identified?                yes         x       no
  
 Significant deficiency(ies) identified?                yes         x       none reported
  
Type of auditor’s report issued on compliance for 
major programs: Unmodified

 

  
Any audit findings disclosed that are required to 
be reported in accordance with 2 CFR 
200.516(a)? 

 
              yes

 
 
        x        no

  
Identification of major programs:  
  
CFDA Number(s) Name of Federal Program or Cluster
  
93.917 HIV Care Formula Grants 
 
Dollar threshold used to distinguish between 
type A and type B programs: $750,000

 

  
Auditee qualified as low-risk auditee?         x      yes                 no
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UNITED WAY OF MIDDLE TENNESSEE, INC. 

SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS 
 

FOR THE YEAR ENDED DECEMBER 31, 2016 
 
 

 
Financial Statement Findings: 
 

Finding Number Finding Title Status 
 
There were no prior year findings reported. 
 
 
Federal Award Findings and Questioned Costs: 
 

Finding Number Finding Title Status 
 
There were no prior year findings reported. 
 


