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Independent Auditor’s Report

To the Board of Trustees
Fundación Teletón USA
Dallas, Texas
Report on the Financial Statements
We have audited the accompanying financial statements of Fundación Teletón USA (the “Organization”),
which comprise the statements of financial position as of December 31, 2014 and 2013, and the related
statements of activities and changes in net assets and cash flows for the years then ended and the related
notes to financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these 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 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.
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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 Fundación Teletón USA as of December 31, 2014 and 2013, and the changes in its net
assets and cash flows for the years then ended, in accordance with accounting principles generally
accepted in the United States of America.
Emphasis of a Matter
As described in note 10 to the financial statements, the Organization restated the 2013 financial
statements to correct the recognition of a grant payable in the prior year. Our opinion is unmodified for
this matter.

San Antonio, Texas
August 27, 2015
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Fundación Teletón USA
Statements of Financial Position
December 31, 2014 and 2013

2013
(Restated)

2014
Assets
Cash and cash equivalents
Contributions receivable
Promise to give
Other receivables
Investments
Prepaid expenses and other assets
Property and equipment – net of accumulated
depreciation of $79,593 ($10,393 in 2013)
Total assets
Liabilities
Accounts payable
Grants payable
Other payables
Total liabilities
Net Assets – unrestricted
Total liabilities and assets

$ 17,132,729
3,301,168
‐
8,917
3,394,884
8,889

$ 22,051,033
2,344,608
18,832
115,751
4,733,293
23,421

14,929,223

4,088,529

$ 38,775,810

$ 33,375,467

$ 4,355,787
130,000
‐

$ 3,979,233
500,000
37,992

4,485,787

4,517,225

34,290,023

28,858,242

$ 38,775,810

$ 33,375,467

Notes to the financial statements form an integral part of these statements.
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Fundación Teletón USA
Statements of Activities and Changes in Net Assets
Years Ended December 31, 2014 and 2013

2013
(Restated)

2014
Public support and revenue:
Contributions
Investment and other income – net of expenses
Rental income
Total public support and revenue
Expenses:
Program services
Management and general
Fundraising
Total expenses
Change in unrestricted net assets
Unrestricted net assets – beginning of year
Unrestricted net assets – end of year

$ 17,091,336
89,046
224,350

$ 18,082,376
112,595
‐

17,404,732

18,194,971

5,975,682
322,320
5,674,949

1,340,619
198,740
5,973,463

11,972,951

7,512,822

5,431,781

10,682,149

28,858,242

18,176,093

$ 34,290,023

$ 28,858,242

Notes to the financial statements form an integral part of these statements.
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Fundación Teletón USA
Statements of Cash Flows
Years Ended December 31, 2014 and 2013

2013
(Restated)

2014
Cash Flows From Operating Activities
Change in net assets
Adjustments to reconcile change in net assets to
net cash provided by operating activities:
Depreciation
Realized and unrealized loss on investments
Changes in:
Contributions receivable
Promise to give
Other receivables
Prepaid expenses and other assets
Accounts payable
Grants payable
Other payables
Net cash provided by operating activities

$

5,431,781

$ 10,682,149

69,201
155,616

5,639
157,170

(956,560)
18,832
106,834
14,532
376,554
(370,000)
(37,992)

158,426
20,000
(115,751)
(15,267)
501,060
(1,300,000)
37,992

4,808,798

10,131,418

(10,909,895)
(19,651)
1,202,444

(4,048,618)
(35,996,146)
35,951,808

Net cash used in investing activities

(9,727,102)

(4,092,956)

Net (decrease) increase in cash and
cash equivalents

(4,918,304)

6,038,462

22,051,033

16,012,571

$ 17,132,729

$ 22,051,033

Cash Flows From Investing Activities
Purchase of property and equipment
Purchase of investments
Proceeds from sale of investments

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Notes to the financial statements form an integral part of these statements.
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Fundación Teletón USA
Notes to the Financial Statements

1.

Organization and Significant Accounting Policies

Organization
Fundación Teletón USA (the “Organization”), formerly Fundación Teletón Mexamerica, is organized
and shall be operated exclusively for charitable and educational purposes within the meaning of
Section 501(c)(3) of the Internal Revenue Code (“IRC”). Within the scope of the foregoing, the
Organization is organized and operates to support or benefit one or more centers or organizations
described in Sections 509(a)(1) or 509(a)(2) of the IRC, and is engaged in providing rehabilitation, medical,
educational, and psychological assistance and services to disabled, handicapped, and/or underprivileged
children or for the research, development, education, and treatment in the area of pediatric cancer,
among others. These activities take place throughout the United States of America.
Basis of Accounting
The financial statements of the Organization have been prepared on the accrual basis of accounting
applicable to not‐for‐profit organizations in accordance with accounting principles generally accepted in
the United States of America (“GAAP”).
Support and revenue are reported as an increase in unrestricted net assets unless use of the related assets
is limited by donor‐imposed restrictions. Expenses are reported as decreases in unrestricted net assets.
Gains and losses on investments and other assets or liabilities are reported as increases or decreases in
unrestricted net assets.
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.
Basis of Presentation
Under these provisions, net assets and revenues, expenses, gains, and losses are classified as either
unrestricted, temporarily restricted, or permanently restricted based upon the following criteria.
Unrestricted Net Assets – Unrestricted net assets consist of net assets that are not subject to
donor‐imposed restrictions. Unrestricted net assets result from operating revenues, unrestricted
contributions, and unrestricted dividend and interest income. Unrestricted net assets may be designated
for specific purposes by action of the Board of Trustees (the “Board”).
Temporarily Restricted Net Assets – Temporarily restricted net assets consist of assets that are subject to
donor‐imposed stipulations that require the passage of time or the occurrence of a specified event. When
the donor restriction expires, the temporarily restricted net assets are reclassified to unrestricted net
assets and reported in the statements of activities and changes in net assets as net assets released from
restrictions. The Organization had no temporarily restricted net assets at December 31, 2014 and 2013.
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Fundación Teletón USA
Notes to the Financial Statements

Permanently Restricted Net Assets – Permanently restricted net assets consist of net assets that are
subject to donor‐imposed stipulations that are to be maintained permanently. Generally, donors of these
assets permit the use of all or part of the income earned on any related investments for general or specific
purposes. The Organization had no permanently restricted net assets at December 31, 2014 and 2013.
Cash and Cash Equivalents
For financial statement purposes, the Organization considers all highly liquid short term investments and
demand deposits purchased with a maturity of ninety days or less to be cash equivalents.
Investments
Investments received by gift or bequest are recorded at fair market value at the time of transfer to the
Organization. Investments are stated at fair value based upon quoted market prices, when available, or
estimates of fair value in the statements of financial position. Unrealized gains and losses are included in
the statements of activities and changes in net assets.
The Organization has an investment policy that sets guidelines and constraints to ensure the portfolio is
appropriately diversified.
Contributions Receivable
Contributions receivable are stated at the amount the Organization expects to collect from outstanding
donations related to the annual telethon event that had not been collected at year‐end. The allowance
for doubtful accounts is established as losses are estimated to have occurred through a provision for bad
debts charged to earnings. Losses are charged against the allowance when management believes the
uncollectibility of a receivable is confirmed. Subsequent recoveries, if any, are credited to the allowance.
The allowance for doubtful accounts is evaluated on a regular basis by management and is based on
historical experience and specifically identified questionable receivables. The evaluation is inherently
subjective, as it requires estimates that are susceptible to significant revision as more information
becomes available.
Promises to Give
Unconditional promises to give that are expected to be collected within one year are recorded at net
realizable fair value. Unconditional promises to give, if any, that are expected to be collected in future
years are recorded at the present value of their estimated future cash flows. The discounts on those
amounts are computed using risk‐free rates applicable to the years in which the promises were received.
Amortization of the discount is included in contribution revenue. Conditional promises to give are not
included as support until the conditions are substantially met.
Depreciation
Property and equipment are stated at cost if purchased, or fair value if donated. Assets held under capital
leases are recorded at the lower of the net present value of the minimum lease payments or the fair value
of the leased asset at the inception of the lease. Depreciation is calculated on the straight‐line method
based on the estimated useful lives of 40 years for buildings and 3 to 5 years for machinery and equipment
and computer equipment.
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Fundación Teletón USA
Notes to the Financial Statements

Impairment of Long‐Lived Assets
The Organization reviews the carrying value of property and equipment for impairment whenever events
and circumstances indicate the carrying value of an asset may not be recoverable from the estimated
future cash flows expected to result from its use and eventual disposition. In cases where undiscounted
expected future cash flows are less than the carrying value, an impairment loss is recognized equal to an
amount by which the carrying value exceeds the fair value of assets. The factors considered by
management in performing this assessment include current operating results, trends and prospects, and
the effects of obsolescence, demand, competition, and other economic factors. The Organization did not
recognize an impairment loss during the years ended December 31, 2014 and 2013.
Functional Allocation of Expenses
The costs of providing various programs and activities have been summarized on a functional basis in the
statements of activities and changes in net assets. Accordingly, certain costs have been allocated among
the programs and supporting services benefitted.
Public Support and Revenue
Annually, the Organization has a telethon fundraising event, which is nationally televised on a
predominantly Hispanic network. This telethon event generates a significant amount of cash
contributions for the Organization.
Contributions are recorded at fair value when the Organization is in possession of or receives an
unconditional promise to give. Contributions are recorded as unrestricted, temporarily restricted, or
permanently restricted support based on the existence or nature of any donor restrictions. As donor or
time restrictions are satisfied, net assets are reclassified to unrestricted net assets. The Organization’s
policy is to report restricted support that is satisfied in the year of receipt as restricted and then fully
released in the same year.
Unconditional promises to give, or pledges, are recorded in the financial statements when there is
sufficient evidence in the form of verifiable documentation that a promise is made and received. Pledges
receivable are discounted to an estimated present value.
Contributed services that create or enhance nonfinancial assets or that require specialized skills that are
provided by individuals possessing those skills, and which would typically need to be purchased if not
provided by donation, are recorded at their fair values in the period received. Contributed goods are
recorded at their fair value in the period received.
In the absence of donor restrictions, contributions are considered to be available for unrestricted use.
Contributions are recognized in the period in which the contribution is received or the unconditional
promise to give is made. Donated assets are recorded as contributions at their fair market values.
A substantial amount of volunteers have donated significant amounts of their time to the Organization’s
fundraising efforts. No donated services are recognized in the financial statements since the services do
not require specialized skills.
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Fundación Teletón USA
Notes to the Financial Statements

Income from the rental of the Organization’s building to a related party is recognized on a month to month
basis based on a lease agreement with the related party. See note 9.
Federal Income Tax
The Organization is a nonprofit organization, qualifying under Section 501(c)(3) of the IRC and
corresponding Texas provisions, except to the extent it has unrelated business activities. As such, no
provision for federal income taxes has been made in the accompanying financial statements.
The Organization’s policy is to record interest and penalty expense related to income taxes as interest and
other expense, respectively. At December 31, 2014 and 2013, no interest or penalties have been or are
required to be accrued. The Organization, generally, is no longer subject to income tax examinations by
federal authorities for years prior to December 31, 2011.
Contingencies
Certain conditions may exist as of the date the financial statements are issued, which may result in a loss
to the Organization, but which will only be resolved when one or more future events occur or fail to occur.
The Organization’s management and its legal counsel assess such contingent liabilities, and such
assessment inherently involves an exercise of judgment. In assessing loss contingencies related to legal
proceedings that are pending against the Organization or unasserted claims that may result in such
proceedings, the Organization’s legal counsel evaluates the perceived merits of any legal proceedings or
unasserted claims, as well as the perceived merits of the amount of relief sought or expected to be sought
therein.
If the assessment of a contingency indicates it is probable that a material loss has been incurred and the
amount of the liability can be estimated, then the estimated liability would be accrued in the
Organization’s financial statements. If the assessment indicates a potentially material loss contingency is
not probable, but is reasonably possible, or is probable, but cannot be estimated, then the nature of the
contingent liability, together with an estimate of the range of possible loss, if determinable and material,
would be disclosed. Loss contingencies considered remote are generally not disclosed unless they involve
guarantees, in which case the guarantees would be disclosed.
Advertising
Advertising costs totaled $304,081 and $354,876 for the years ended December 31, 2014 and 2013,
respectively, and are expensed as incurred.
Subsequent Events
The Organization has evaluated subsequent events through August 27, 2015, the date the financial
statements were available to be issued.
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Fundación Teletón USA
Notes to the Financial Statements

2.

Fair Value Measurements and Disclosures

The requirements of Fair Value Measurements and Disclosures of the Accounting Standards Codification
apply to all financial instruments and all nonfinancial assets and nonfinancial liabilities that are being
measured and reported on a fair value basis. Fair value is defined as the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. Fair Value Measurements and Disclosures also establishes a fair value hierarchy that
prioritizes the inputs used in valuation methodologies into the following three levels:


Level 1 Inputs – Unadjusted quoted prices in active markets for identical assets or liabilities.



Level 2 Inputs – Observable inputs other than Level 1 prices, such as quoted prices for similar assets
or liabilities, or other inputs that can be corroborated by observable market data for substantially the
full term of the assets or liabilities.



Level 3 Inputs – Unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the assets or liabilities. Level 3 assets and liabilities include financial
instruments whose value is determined using pricing models, discounted cash flow methodologies, or
other valuation techniques, as well as instruments for which the determination of fair value requires
significant management judgment or estimation.

At December 31, 2014 and 2013, all investments were classified as Level 1.
Total Fair Value
Measurement
at December 31,
2014
Assets:
Mutual funds:
Equity
Fixed income

Level 1

Level 3

$

82,530
3,312,354

$

82,530
3,312,354

$

‐
‐

$

‐
‐

$

3,394,884

$ 3,394,884

$

‐

$

‐

Total Fair Value
Measurement
at December 31,
2013
Assets:
Mutual funds:
Equity
Fixed income

Level 2

Level 1

Level 2

Level 3

$

65,216
4,668,077

$

65,216
4,668,077

$

‐
‐

$

‐
‐

$

4,733,293

$ 4,733,293

$

‐

$

‐
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Fundación Teletón USA
Notes to the Financial Statements

3.

Investments

Investments consist of the following:
December 31, 2014
Estimated
Fair
Value

Cost
Mutual funds:
Equity
Fixed income

$

72,334
3,560,740

$ 3,633,074

December 31, 2013

$

82,530
3,312,354

$ 3,394,884

Estimated
Fair
Value

Cost
$

52,683
4,861,278

$ 4,913,961

$

65,216
4,668,077

$ 4,733,293

Investment income consists of the following:

December 31,
2014
Dividend and interest income
Unrealized loss on investments
Realized gain on investments

$ 258,040
(227,335)
71,719

2013
$

102,424
(13,378)

Less investment management fees
$
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89,046

335,953
(161,187)
4,017
178,783
(66,188)

$

112,595

Fundación Teletón USA
Notes to the Financial Statements

4.

Property and Equipment

Property and equipment consist of the following:

December 31,
2014
Land
Building
Machinery and equipment
Computer equipment
Construction in progress

$

829,186
14,114,173
53,856
11,601
‐

5.

$

826,187
‐
9,565
55,893
3,207,277

15,008,816
79,593

4,098,922
10,393

$ 14,929,223

$ 4,088,529

Less accumulated depreciation
Net property and equipment

2013

Grants Payable

The Organization makes grants for research, medical, and other projects to various other organizations.
The amount for which the Organization is obligated is recorded in the financial statements when the
award letter is signed and approved by the Board.
The detail of grants payable is as follows:

December 31,
2014
Children’s Rehabilitation Institute of Teletón USA
Ricky Martin Foundation
Children’s Hospital Los Angeles
Children’s Hospital Chicago

6.

$

2013

80,000
50,000
‐
‐

$

‐
‐
350,000
150,000

$ 130,000

$

500,000

Concentration of Credit Risk

The Organization maintains its cash in bank deposit accounts which, at times, may exceed federally
insured limits. Accounts are guaranteed by the Federal Deposit Insurance Corporation (“FDIC”) up to a
maximum of $250,000. At December 31, 2014 and 2013, the Organization had $9,765,027 and
$13,878,392, respectively, in excess of FDIC insured limits. The Organization has not experienced any
losses in such accounts.
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Fundación Teletón USA
Notes to the Financial Statements

7.

Major Vendors

For the year ended December 31, 2014, approximately $3,330,000 of the Organization’s fundraising
expenses, which accounts for approximately 59% of the Organization’s fundraising expenses, were for
services provided from two vendors. At December 31, 2014, approximately 76% of accounts payable were
due to this vendor. Management is aware there are other vendors that can provide these services.
For the year ended December 31, 2013, approximately $2,950,000 of the Organization’s fundraising
expenses, which accounts for approximately 50% of the Organization’s fundraising expenses, were for
services provided from two vendors. At December 31, 2013, approximately 72% of accounts payable were
due to these vendors. Management is aware there are other vendors that can provide these services.
8.

Related Parties

For the year ended December 31, 2014 and 2013, the Organization incurred $969,787 and $920,118,
respectively, in direct expenses related to the production of the annual telethon fundraising event by
Fundación Teletón México, a related party. These amounts were outstanding at December 31, 2014 and
2013, respectively. In addition, Fundación Teletón México is the recordkeeper of the accounting records
of the Organization, and certain management team members of Fundación Teletón México serve on the
Board of the Organization.
The Organization completed the construction of an outpatient rehabilitation center in San Antonio, Texas
in October 2014 and subsequently entered into a five‐year lease agreement of the facility (for a nominal
fee) with Sistema Infantil Teletón USA (“SITUSA”), a related party of the Organization. SITUSA will operate
this outpatient rehabilitation and counseling center for children with physical disabilities. The lease
agreement is conditional upon SITUSA performing various requirements stipulated in the agreement. No
amounts related to the lease agreement have been recorded as payable in the statement of financial
position. The fair value of the 2014 lease payments have been recorded as rental income and grants to
institutions in the amount of $224,350 for the year ended December 31, 2014.
SITUSA will be supported primarily by donations and expects to charge patients and their families only
nominal fees for its services. The Organization is expected to be a significant contributor to and thus
entered into a Donation Agreement (“Agreement”) with SITUSA effective October 1, 2014. The
Organization agreed to contribute a minimum of $1.78 million in 2014 (“2014 Operations Grant”) with
additional amounts to be paid in excess of this amount to cover the amount by which SITUSA’s operating
expenses exceed its revenues from sources other than the Organization. Approximately $3.7 million was
donated to SITUSA by the Organization under the 2014 Operations Grant for the year ended
December 31, 2014.
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Notes to the Financial Statements

Further and in accordance with the Agreement, the Organization agrees to donate $7.2 million to SITUSA
to cover 2015 budgeted operating expenses up to a maximum of $8.56 million for 2015 (“2015 Operations
Grant”) if it is needed to cover all of SITUSA’s operating expenses for 2015 that exceed SITUSA’s revenues
from sources other than the Organization. For 2016, the Organization agrees to contribute to SITUSA
$8.5 million to cover the amount by which SITUSA’s operating expenses exceed its revenues for 2016.
However, the Agreement notes the amount contributed by the Organization during 2016 could be
increased in order to cover all of SITUSA’s operating expenses for 2016, which exceed SITUSA’s revenues
from sources other than the Organization.
No amounts have been recorded as payable in the statement of financial position because there are
various conditions stipulated in the Agreement which SITUSA is required to meet in order to receive the
2015 and 2016 Operations Grants.
9.

Restatement of 2013 Financial Statements

The Organization made various grants to other organizations that were incorrectly recorded as grants
payable in the 2013 financial statements. An adjustment was made to the 2013 financial statements to
decrease program services and grants payable by $400,000.
The impact of this adjustment is represented in the following table:

Previously
Reported
As of December 31, 2013
Statement of Financial Position
Grants payable
Unrestricted net assets
Year Ended December 31, 2013
Statement of Activities and Changes
in Net Assets
Program services
Change in unrestricted net assets

$

Adjustment

Restated
Balance

900,000 $
28,458,242

400,000 $
(400,000)

500,000
28,858,242

1,740,619
10,282,149

(400,000)
400,000

1,340,619
10,682,149
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Independent Auditor’s Report on Supplementary Information

To the Board of Trustees
Fundación Teletón USA
Dallas, Texas
Our audit was made for the purpose of forming an opinion on the financial statements as a whole. The
supplementary information, as presented in the table of contents, is presented for purposes of additional
analysis and is not a required part of the basic financial statements. Such information has not been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we express no opinion on it.

San Antonio, Texas
August 27, 2015
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Fundación Teletón USA
Schedule of Functional of Expenses
Year Ended December 31, 2014
(With Summarized Financial Information for the Year Ended December 31, 2013)
Total
Management
and
General

Program
Services
Advertising and promotion
Call center and collection fees
Fees and subscriptions
Grants to institutions
Information technology
Office expenses
Other expenses
Production costs
Professional fees
Service charges and credit card fees
Travel
Total expenses before depreciation
Depreciation

$

33,449
42,789
3,369
4,032,111
19,916
5,769
30,696
1,109,220
67,220
26,507
604,636

$

5,975,682

253,119

‐
$ 5,975,682

18,245
‐
1,838
‐
10,863
3,147
16,743
‐
36,665
14,459
151,159

69,201
$

322,320

Fundraising
$

252,387
385,096
25,424
‐
150,276
43,533
231,616
3,123,607
507,203
200,011
755,796
5,674,949
‐

$ 5,674,949

See independent auditor’s report on supplementary information.
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2013
(Restated)

2014
$

304,081
427,885
30,631
4,032,111
181,055
52,449
279,055
4,232,827
611,088
240,977
1,511,591

$

354,876
716,045
24,452
986,600
104,673
3,695
93,620
3,302,230
800,771
326,806
793,415

11,903,750

7,507,183

69,201

5,639

$ 11,972,951

$ 7,512,822

