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MOSSADAMS

Report of Independent Auditors

To the Board of Directors
United Way of the Bay Area

Report on Financial Statements

We have audited the accompanying financial statements of United Way of the Bay Area (“UWBA”"),
which comprise the statements of financial position as of June 30, 2019 and 2018, and the related
statements of activities and changes in net assets, functional expenses, and cash flows for the years
then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial 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 audits 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 UWBA'’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 UWBA'’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of United Way of the Bay Area as of June 30, 2019 and 2018, 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.

Emphasis of Matters
Adoption of New Accounting Standard

As discussed in Note 2 to the financial statements, UWBA adopted Accounting Standards Update
(“ASU”) 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial Statements of Not-for-
Profit Entities. Our opinion is not modified with respect to this matter.

Consideration of Going Concern

As discussed in Note 16 to the financial statements, UWBA has experienced operating deficits and a
decline in net assets without donor restrictions over the last several years. Those factors raised
substantial doubt about UWBA'’s ability to continue as a going concern. Management’s plans, as
discussed in Note 16, alleviate substantial doubt UWBA'’s ability to continue as a going concern. Our
opinion is not modified with respect to this matter.

San Francisco, California
December 5, 2019
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United Way of the Bay Area
Statements of Financial Position
June 30, 2019 and 2018

2019 2018
ASSETS
Cash and cash equivalents $ 1,530,181 $ 4,587,759
Pledges receivable, net of discount and provision for
uncollectible pledges of $394,392 and $361,757 at
June 30, 2019 and 2018, respectively 5,742,809 4,163,683
Grants & contracts receivable, net of discount 3,956,655 4,689,991
United Way Digital Holdings LLC receivable 168,321 -
Investments 14,279,678 14,244,367
Investment in LLC, held at cost - 160,000
Prepaids and other assets 461,311 763,536
Furniture, equipment, and leasehold improvements, net 430,689 549,543
Total assets $ 26,569,644 $ 29,158,879
LIABILITIES AND NET ASSETS
LIABILITIES
Operating payables and accruals $ 1,586,112 $ 2,032,240
Donor designations and allocations payable 3,009,842 3,479,725
Line of credit 2,400,000 2,400,000
Accrued vacation and related costs 454,169 444,533
Deferred SPC revenue 3,663 -
Deferred rent 469,012 550,341
Liabilities to beneficiaries from split interest agreements 17,030 18,252
Accrued pension costs 4,027,145 2,931,172
Total liabilities 11,966,973 11,856,263
NET ASSETS
Without donor restrictions
Undesignated 8,842,192 9,262,611
Board designated 2,597,349 2,884,951
Pension liability in excess of intangible pension assets (6,465,035) (5,527,861)
Total net assets without donor restrictions 4,974,506 6,619,701
With donor restrictions 9,628,165 10,682,915
Total net assets 14,602,671 17,302,616
Total liabilities and net assets $ 26,569,644 $ 29,158,879

See accompanying notes.




United Way of the Bay Area

Statement of Activities and Changes in Net Assets

For the Year Ended June 30, 2019

PUBLIC SUPPORT AND REVENUE
Public support:
Gross campaign results
Less donor designations

Campaign revenue
Less provision for uncollectible pledges
Net campaign revenue

Grants

Other contributions

Planned giving

Net assets released from restrictions

Total public support

Service fees and earned income

Investment income, net

Net realized and unrealized gain on investments
Other income (loss)

Total public support and revenue

ALLOCATIONS AND EXPENSES
Program services:
Gross funds awarded/allocated to agencies
211 initiative
Economic success
Other community services
Donor designations

Total program services

Support services:
Management and general
Fundraising

Total support services
Total allocations and expenses

CHANGE IN NET ASSETS BEFORE PENSION
RELATED CHANGES

PENSION RELATED CHANGES OTHER THAN
NET PERIODIC PENSION COST

CHANGE IN NET ASSETS
NET ASSETS, beginning of year
NET ASSETS, end of year

See accompanying notes.

Without Donor With Donor
Restrictions Restrictions Total
$ 21,286,853 59,900 21,346,753
(13,809,138) - (13,809,138)
7,477,715 59,900 7,537,615
(516,223) - (516,223)
6,961,492 59,900 7,021,392
449,050 4,166,776 4,615,826
2,681,667 253,210 2,934,877
193,506 1,222 194,728
6,714,671 (6,714,671) -
17,000,386 (2,233,563) 14,766,823
519,018 1,064,077 1,583,095
208,321 93,296 301,617
295,319 158,068 453,387
136,726 (136,628) 98
18,159,770 (1,054,750) 17,105,020
13,816,296 - 13,816,296
1,186,943 - 1,186,943
6,858,309 - 6,858,309
3,836,823 - 3,836,823
(13,809,138) - (13,809,138)
11,889,233 - 11,889,233
3,428,960 - 3,428,960
3,549,598 - 3,549,598
6,978,558 - 6,978,558
18,867,791 - 18,867,791
(708,021) (1,054,750) (1,762,771)
(937,174) - (937,174)
(1,645,195) (1,054,750) (2,699,945)
6,619,701 10,682,915 17,302,616
$ 4,974,506 9,628,165 14,602,671
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United Way of the Bay Area

Statement of Activities and Changes in Net Assets (Continued)

For the Year Ended June 30, 2018

PUBLIC SUPPORT AND REVENUE
Public support:
Gross campaign results
Less donor designations

Campaign revenue
Less provision for uncollectible pledges
Net campaign revenue

Grants

Other contributions

Planned giving

Net assets released from restrictions

Total public support

Service fees and earned income

Investment income, net

Net realized and unrealized gain on investments
Other income (loss)

Total public support and revenue

ALLOCATIONS AND EXPENSES
Program services:
Gross funds awarded/allocated to agencies
211 initiative
Economic success
Other community services
Donor designations

Total program services

Support services:
Management and general
Fundraising

Total support services
Total allocations and expenses

CHANGE IN NET ASSETS BEFORE PENSION
RELATED CHANGES

PENSION RELATED CHANGES OTHER THAN
NET PERIODIC PENSION COST

CHANGE IN NET ASSETS
NET ASSETS, beginning of year
NET ASSETS, end of year

Without Donor With Donor
Restrictions Restrictions Total
$ 28,024,606 141,317 28,165,923
(19,878,358) - (19,878,358)
8,146,248 141,317 8,287,565
(596,418) - (596,418)
7,549,830 141,317 7,691,147
1,150,424 5,311,618 6,462,042
471,500 1,746,395 2,217,895
679,792 1,578 681,370
5,922,975 (5,922,975) -
15,774,521 1,277,933 17,052,454
689,548 118,919 808,467
165,212 84,864 250,076
194,553 252,889 447 442
121,415 (112,704) 8,711
16,945,249 1,621,901 18,567,150
19,936,436 - 19,936,436
1,169,499 - 1,169,499
7,197,502 - 7,197,502
4,106,310 - 4,106,310
(19,878,358) - (19,878,358)
12,531,389 - 12,531,389
3,402,392 - 3,402,392
2,849,199 - 2,849,199
6,251,591 - 6,251,591
18,782,980 - 18,782,980
(1,837,731) 1,621,901 (215,830)
1,184,572 - 1,184,572
(653,159) 1,621,901 968,742
7,272,860 9,061,014 16,333,874
$ 6,619,701 10,682,915 17,302,616

See accompanying notes.




United Way of the Bay Area
Statement of Functional Expenses
For the Year Ended June 30, 2019

Program Services Support Services
Funds
Awarded/ Other Total Management Total
Allocated 2-1-1 Economic Community Donor Program and Support
to Agencies Initiative Success Services Designations Services General Fundraising Services Total
ALLOCATIONS AND EXPENSES
Salaries $ - $ 201,985 $ 1,121,593 $ 1,364,769 $ - $ 2,688,347 $ 1,558,028 $ 1,577,781 $ 3,135,809 $ 5,824,156
Payroll taxes and employee benefits - 88,904 371,655 503,906 - 964,465 560,044 469,060 1,029,104 1,993,569
Subtotal - 290,889 1,493,248 1,868,675 - 3,652,812 2,118,072 2,046,841 4,164,913 7,817,725
Professional services - 629,705 271,401 238,234 - 1,139,340 285,819 406,807 692,626 1,831,966
Supplies - 3,131 36,826 26,329 - 66,286 14,527 12,608 27,135 93,421
Telephone - 6,744 34,214 23,424 - 64,382 31,250 36,160 67,410 131,792
Postage, warehouse, and delivery - 616 3,909 1,989 - 6,514 7,307 10,283 17,590 24,104
Occupancy - 45,265 332,047 163,900 - 541,212 376,788 345,396 722,184 1,263,396
Insurance - 1,966 13,496 7,030 - 22,492 16,294 14,920 31,214 53,706
Furniture, equipment, and leasehold improvements - 21,447 177,698 79,532 - 278,677 192,722 166,975 359,697 638,374
Media and printing - 30,759 334,208 262,724 - 627,691 62,766 67,008 129,774 757,465
Travel - 7,428 37,681 40,745 - 85,854 19,630 37,426 57,056 142,910
Conference, training, and meetings - 24,961 96,365 97,926 - 219,252 78,975 224,009 302,984 522,236
Bank, interest, merchant, and other fees - 3,585 26,494 14,430 - 44,509 78,657 31,752 110,409 154,918
Miscellaneous - 279 7,364 4,916 - 12,559 3,112 2,106 5,218 17,777
United Way Worldwide dues - 12,757 87,590 45,625 - 145,972 105,749 96,826 202,575 348,547
Uncollectible pledge expense - - - 200 - 200 - - - 200
Depreciation and amortization expense, loss
on sale/abandonment of furniture, equipment, and
leasehold improvements, net - 7,411 101,369 27,852 - 136,632 55,105 50,481 105,586 242,218
Unrelated business income taxes - - - - - - 6,134 - 6,134 6,134
Cost recovery reimbursements - - - - - - (23,947) - (23,947) (23,947)
Total - 1,086,943 3,053,910 2,903,531 - 7,044,384 3,428,960 3,549,598 6,978,558 14,022,942
Allocations/awards/designations 13,816,296 100,000 3,804,399 933,292 (13,809,138) 4,844,849 - - - 4,844,849
TOTAL ALLOCATIONS AND EXPENSES $ 13,816,296 $ 1,186,943 $ 6,858,309 $ 3,836,823 $ (13,809,138) $ 11,889,233 $ 3,428,960 $ 3,549,598 $ 6,978,558 $ 18,867,791

See accompanying notes. 7




United Way of the Bay Area
Statement of Functional Expenses
For the Year Ended June 30, 2018

Program Services Support Services
Funds
Awarded/ Other Total Management Total
Allocated 2-1-1 Economic Community Donor Program and Support
to Agencies Initiative Success Services Designations Services General Fundraising Services Total
ALLOCATIONS AND EXPENSES
Salaries $ - $ 143,916 $ 1,455,046 $ 1,186,425 $ - $ 2,785,387 $ 1,600,945 $ 1,264,880 $ 2,865,825 $ 5,651,212
Payroll taxes and employee benefits - 46,918 440,318 418,020 - 905,256 567,724 373,817 941,541 1,846,797
Subtotal - 190,834 1,895,364 1,604,445 - 3,690,643 2,168,669 1,638,697 3,807,366 7,498,009
Professional services - 783,616 712,640 167,990 - 1,664,246 231,041 313,746 544,787 2,209,033
Supplies - 2,138 54,195 21,629 - 77,962 18,151 14,428 32,579 110,541
Telephone - (9,759) 43,821 23,614 - 57,676 30,907 21,908 52,815 110,491
Postage, warehouse, and delivery - 417 3,698 2,343 - 6,458 8,183 10,039 18,222 24,680
Occupancy - 27,005 332,633 180,172 - 539,810 404,343 294,257 698,600 1,238,410
Insurance - 1,145 12,407 10,826 - 24,378 17,012 12,481 29,493 53,871
Furniture, equipment, and leasehold improvements - 4,529 78,623 36,357 - 119,509 71,393 50,270 121,663 241,172
Media and printing - 27,507 323,787 173,170 - 524,464 87,055 136,768 223,823 748,287
Travel - 4,159 36,562 30,293 - 71,014 22,416 40,865 63,281 134,295
Conference, training, and meetings - 23,630 152,734 89,442 - 265,806 82,730 158,550 241,280 507,086
Bank, interest, merchant, and other fees - 1,741 21,370 16,004 - 39,115 92,808 26,011 118,819 157,934
Miscellaneous - 156 4,274 2,976 - 7,406 3,006 2,353 5,359 12,765
United Way Worldwide dues - 6,665 72,238 56,513 - 135,416 99,050 72,668 171,718 307,134
Uncollectible pledge expense - - - 1,875 - 1,875 - - - 1,875
Depreciation and amortization expense, loss
on sale/abandonment of furniture, equipment, and
leasehold improvements, net - 5,716 95,331 45,136 - 146,183 75,909 56,158 132,067 278,250
Unrelated business income taxes - - - - - - 7,188 - 7,188 7,188
Cost recovery reimbursements - - - - - - (17,469) - (17,469) (17,469)
Total - 1,069,499 3,839,677 2,462,785 - 7,371,961 3,402,392 2,849,199 6,251,591 13,623,552
Allocations/awards/designations 19,936,436 100,000 3,357,825 1,643,525 (19,878,358) 5,159,428 - - - 5,159,428
TOTAL ALLOCATIONS AND EXPENSES $ 19,936,436 $ 1,169,499 $ 7,197,502 $ 4,106,310 $ (19,878,358) $ 12,531,389 $ 3,402,392 $ 2,849,199 $ 6,251,591 $ 18,782,980

See accompanying notes. 8




United Way of the Bay Area
Statements of Cash Flows
For the Years Ended June 30, 2019 and 2018

2019 2018

CASH FLOWS (USED IN) FROM OPERATING ACTIVITIES
Change in net assets $  (2,699,945) $ 968,742
Adjustments to reconcile change in net assets to net cash
(used in) from operating activities

Provision for uncollectible pledges (14,898) (170,913)
Change in discount on grants receivable 1,648 (27,069)
Change in discount on pledges receivable 47,533 (2,191)
Uncollectible pledge write-offs 170,033 235,332
Depreciation and amortization 242,218 278,250
Net realized and unrealized (gain) on investments (453,387) (447,442)
Pension related changes other than net periodic
pension costs 937,174 (1,184,572)
Contributions restricted for investment in endowment (1,656) (1,400)
Changes in assets and liabilities
Pledges receivable (1,781,794) 1,580,859
Grants and contracts receivable 731,688 (111,227)
United Way Digital Holdings LLC receivable (8,321) -
Prepaids and other assets 302,225 (298,968)
Operating payables and accruals (446,128) 860,578
Donor designations and allocations payable (469,883) (352,630)
Accrued vacation and related costs 9,636 (8,987)
Deferred rent (77,666) (67,802)
Liabilities to beneficiaries from split interest agreements (1,222) (1,577)
Accrued pension costs 158,799 103,558
Net cash (used in) from operating activities (3,353,946) 1,352,541
CASH FLOWS FROM (USED IN) INVESTING ACTIVITIES
Purchases of investments (749,526) (768,045)
Purchases of investment in LLC, held at cost - (80,000)
Proceeds from sale of investments 1,167,602 875,045
Purchases of furniture, equipment, and leasehold improvements (123,364) (306,776)
Net cash (used in) from investing activities 294,712 (279,776)
CASH FLOWS FROM (USED IN) FINANCING ACTIVITIES
Repayment of the line of credit - (100,000)
Contributions restricted for investment in endowment 1,656 1,400
Net cash from (used in) financing activities 1,656 (98,600)
CHANGE IN CASH AND CASH EQUIVALENTS (3,057,578) 974,165
CASH AND CASH EQUIVALENTS, beginning of year 4,587,759 3,613,594
CASH AND CASH EQUIVALENTS, end of year $ 1,530,181 $ 4,587,759
SUPPLEMENTAL DISCLOSURE OF CASH PAID FOR:
Interest $ 97,231 $ 79,854

Conversion of investments in LLC
to a receivable from United Way Digital Holdings LLC $ 160,000 $ -

9 See accompanying notes.




United Way of the Bay Area
Notes to Financial Statements

NOTE 1 - ORGANIZATION AND PURPOSE

United Way Bay Area (“UWBA”), incorporated in California in 1955, is an independent, locally managed nonprofit
organization. It has been granted tax-exempt status under Section 501(c)(3) of the Internal Revenue Code and
Section 23701d of the California Revenue and Taxation Code. UWBA has also made the 501(h) election under the
IRS code. Accordingly, no provision for income taxes is included in the financial statements.

As UWBA approaches its centennial, it is proud to be continuing a long tradition of leadership in the local nonprofit
community by encouraging philanthropy and investing those dollars in programs to serve the health and human
services needs of Bay Area residents. UWBA currently serves Alameda, Contra Costa, Marin, Napa, San Francisco,
San Mateo, Santa Clara and Solano Counties.

The Bay Area Community Fund (“BACF”) is comprised of the funds without donor restrictions donated to UWBA to
support the achievement of its Community Impact goals. UWBA is committed to creating community change by
positioning itself as an inclusive community leader in the eight Bay Area counties served, while honoring donors’
philanthropic interests.

In response to the needs of the community, UWBA focuses its goals and its use of resources. In doing so, it may,
from time to time, discontinue the management of specific programs. Discontinuance may include closing, merging,
or establishing the independence of programs. When such transitions take place, the purpose has been and will
continue to be enhancing the ability of the UWBA to concentrate its efforts on helping to cut the number of families
living in poverty. The organization pursues a selected, targeted set of programs that help people survive the
struggles of poverty and move toward economic success. Each of these programs also has a role in helping to
evolve the public and private systems around them to better serve people in poverty. UWBA'’s programs may take
the form of providing direct service to clients, issuing grants to organizations to provide services, and/or engaging
in collaborative partnerships. Grant proposals are evaluated on the basis of their alignment with UWBA'’s strategic
plan as well as the agency’s ability to demonstrate high standards in fiscal and programmatic operations, and overall
organizational strength. Grants and the focus of grant-making activities are reported to and approved by UWBA'’s
Board of Directors.

The following are specific programs and strategies managed by United Way of the Bay Area:

11

211 is a free, easy-to-remember phone number and web resource that anyone can call for information and referral
to resources. Last year, UWBA and its partner call centers in eight Bay Area counties responded to approximately
129,900 calls and texts. More than half of these requests came from those requesting help with poverty/basic needs
issues such as food, jobs and shelter.

In addition to daily information and referral, 211 is a critical resource for disasters.

Economic Success

SparkPoint has served more than 29,000 individuals since launching SparkPoint Oakland in 2009, and
approximately 6,200 people in the last year alone. More than 20% of our clients are seeing progress on their income,
savings, credit or debt goals.

10




United Way of the Bay Area
Notes to Financial Statements

SparkPoint Centers offer an array of services in one convenient location for a person or family trying to move out
of poverty, including financial coaching on budgeting and savings, credit and debt management, career or education
counseling, screening for public benefits, and others. SparkPoint aims to have clients move from poverty to
economic success by (1) increasing income; (2) reducing debt; (3) increasing credit scores; and (4) increasing
savings. The SparkPoint regional network includes more than 100 outstanding partner organizations across the
Bay Area.

SparkPoint has expanded work into Community Colleges and Community Schools. In fact, SparkPoint in San Mateo
County has expanded to the community college district level and now all 3 colleges have a SparkPoint. We have
also begun the planning for SparkPoint at Chabot College, scheduled to launch in spring 2020. SparkPoint in
Community Schools takes a Two-Generation Approach to improve the immediate and long-term financial stability
of parents while ensuring that children are healthy and supported at school. This disrupts the cycle of poverty so
that entire families can succeed—now and far into the future.

SparkPoint also recognizes that a good education, marketable skills, and a good job are needed to lift someone out
of poverty. Through the expansion into Community Colleges, centers align their strongest programmatic assets to
improve the school to career pathway for low-income students. They ensure that students know more about
available career and education options, including post-secondary job training and certificate and degree programs.
SparkPoint ensures that students start and remain on a path toward a good job through wrap around support
services. UWBA's strong relationships with major employers across various sectors, provide students with access
to work based learning opportunities and jobs.

Fiscal Year 2019 Highlights include:
e 188 clients achieved self-sufficient income
e 1,709 clients are making progress toward one element of financial prosperity: self-sufficient income,
3 months’ savings, 700 credit score, no revolving debt
e There are more than 20 locations throughout our 8 counties

Earn It! Keep It! Save It! (“EKS”) is a UWBA-led coalition of partners that prepares tax returns for free, ensuring
low- to moderate-income families get the refunds and credits for which they are eligible. During the 2019 tax season,
2,887 volunteers prepared more than 80,595 returns and brought back over $80.6 million in refunds. Additionally,
$20.1 million of those refunds was in Earned Income Tax Credit (“EITC”). EITC goes to the poorest, most vulnerable
Bay Area households and has been identified by poverty-fighting experts as one of the most effective programs
nationally, lifting millions of people above the federal poverty level every year. Families use their refunds primarily
to pay bills, rent, and to buy food or clothes. Through its tax preparation efforts, EKS provides resources to meet
basic needs, which is critical to ending the cycle of poverty in the Bay Area. EKS has 230 locations in eight counties.
In addition to preparing tax returns, EKS uses the program visit as a moment to offer low-income families the
opportunity to increase their savings.

11




United Way of the Bay Area
Notes to Financial Statements

Youth Workforce

United Way’s Youth Workforce programming includes our Business Pathways Internship program, where 23 interns
were placed in local companies for 10-week internship and weekly professional development seminars. The team
also conducted several youth employment events: 1) CareerPrep brings volunteers in to support young people in
preparing for interviews and job searches through mock interviews and resume review and 2) OnTrack is a career
exposure event where employers table and present on their industry or company to expose young people to various
career paths. In San Francisco, this event was held in partnership with the African American Achievement Initiative
and specifically focused on young people of color and professionals who are people of color.

Other Programs

Like United Ways around the country, UWBA manages the local activities of the federal Emergency Food and
Shelter Program (“EFSP”), which distributes federal funds to local programs that feed and provide shelter to
people in need. In fiscal year 2019, UWBA distributed more than $2.8 million in eight counties to agencies that
provided millions of meals and thousands of shelter nights. In addition, our Emergency Assistance Network in
Santa Clara County was able to provide financial assistance to 109 households.

Labor Community Services —

The long standing Labor-United Way Partnership combines the power of more than 12.5 million working families
and their communities toward a shared vision where all have the opportunity to reach their highest potential. Locally,
UWBA's Labor Community Services program continued its essential role of assisting people in poverty through
direct provision of community services and policy advocacy. In fiscal year 2019, our labor liaisons in two counties
(San Mateo and San Francisco) helped 1,557 Bay Area families receive direct hardship assistance and referrals to
housing, health, utilities, job access issues, and other emergencies. The liaisons also worked closely with United
Way’s other programs, helping to refer potential clients to EKS, 211 and SparkPoint. They focused on key issues
such as strengthening the safety net for immigrant families and raising the minimum wage.

Public Policy —

United Way Bay Area recognizes that in order to achieve our goal of ending the cycle of poverty in our
community, we must advance public policies that support our mission. UWBA'’s Public Policy team influences policy
and engages in advocacy at all levels of government. Our primary policy focus is targeted at the local level in our
eight-county service area (Alameda, Contra Costa, Marin, Napa, San Francisco, Santa Clara, San Mateo, and
Solano). In addition, we provide advocacy support to state and federal issues important to the United Way system.
In fiscal year 2019, we worked alongside our CA system to successfully advocate for the CA Earned Income Tax
Credit expansion. The team joined the United Way national network in June to advocate for permanently authorizing
the VITA grant program. We also produced a Voter Guide for the November 2018 election, taking positions on local
and statewide ballot measures. Each year, UWBA takes volunteers and staff to visit our legislators in Sacramento
and Washington, D.C. Our Sacramento visits included our SparkPoint Client Ambassadors.

12




United Way of the Bay Area
Notes to Financial Statements

Finally, UWBA continues to be the backbone organization for the Rise Together coalition. Launched by UWBA in
2012, Rise Together is uniquely a regional strategy. In the last four years, Rise Together has: graduated hundreds
of Leadership for Equity and Opportunity (“LEO”) participants; selectively engaged on key policy issues; hosted
major events, including the Opportunity Summit, to showcase the issues and solutions of poverty; and convened
workgroups on housing, early childhood education and worker supports. UWBA staffs the coalition and helps the
partners select and implement key initiatives. Partners include political and faith leaders, businesses, nonprofits,
government, academia, media and others. Near the end of the fiscal year, Rise Together and United Way leadership
began to plan for the transition of Rise Together to BARHII (“Bay Area Regional Health Inequities Initiative”).
Transfer of Rise Together to BARHII was completed on August 5, 2019.

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting — The accompanying financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America (“GAAP”) and with the financial statement standards
of United Way Worldwide. United Way Worldwide standards are required for membership and comply with Financial
Accounting Standards Board (“FASB”) Accounting Standards Codification for not-for-profit organizations.

Use of estimates — Management is required to make estimates and assumptions that affect the reported amounts
of assets and liabilities and contingencies at the date of the financial statements and the reported amounts of
revenue and expenses during the reporting period. Actual results could differ from management’s estimates.
Significant estimates include the provision for uncollectible pledges, useful lives of furniture, equipment, and
leasehold improvements, fair value of investments, allocation of functional expenses, and the unfunded pension
liabilities. The fair value of investments and pension assets are subject to material volatility based on market
conditions. This could have a significant effect on these financial statements.

Classes of net assets — The accompanying financial statements are presented on the basis of net assets without
donor restrictions and net assets with donor restrictions.

Net assets without donor restrictions — Net assets without donor restrictions include resources available to
support UWBA operations and donor restricted resources for which the restrictions have been met by nature of the
passage of time or fulfillment of the restricted purpose. A portion of net assets without donor restrictions have been
designated by UWBA'’s Board for specific mission related purposes (see NOTE 10).

Net assets with donor restrictions — Net assets with donor restrictions include resources with donor-imposed
time and/or purpose restrictions. Purpose restrictions, once fulfilled by actions of UWBA and time restrictions, once
fulfilled by the passage of time, are reclassified as net assets without donor restrictions and are reported in the
accompanying statements of activities and changes in net assets as net assets released from restrictions. Net
assets with donor restrictions also includes those with a time restriction in perpetuity. Such a restriction arises when
a donor restriction specifies that the donated assets be maintained in perpetuity and that only the income generated
from these assets is made available for use by the organization (see NOTE 11).

Cash and cash equivalents — All highly liquid investments, with an original maturity of three months or less when
purchased and not held through the investment account, are considered to be cash equivalents. Substantially all of
the cash equivalent balances held in financial institutions at June 30, 2019 and 2018, exceeded federal depository
insurance coverage. UWBA has not experienced any losses in such accounts. Cash and cash equivalents held in
money market funds that are considered nonoperating cash are intended for investment purposes and are classified
separately under investments.
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Pledges receivable — Pledges receivable consist of unconditional promises to give by donors and are recorded at
net realizable value. Pledges receivable are net of provisions for uncollectible pledges of $346,189 and $361,087
as of June 30, 2019 and 2018, respectively. Unconditional promises to give that are expected to be collected in
future years are recorded at the fair value of their estimated future cash flows. The discounts on those amounts are
computed using risk-free interest rates applicable in the years in which those promises are received. The discount
rates range from .45% to 2.43%. Pledges receivable are net of discounts of $48,203 and $670 at June 30, 2019
and 2018, respectively.

Provisions for uncollectible pledges — The provision for uncollectible pledges is computed based upon historical
averages and management’s consideration of current economic factors that could affect pledge collections. For the
year ended June 30, 2019, there were uncollectible pledge write-offs of $170,033. For the year ended June 30,
2018, there were uncollectible pledge write-offs of $235,332.

Grants and contracts receivable — Grants and contracts receivable consist of unconditional promises to give by
granting organizations. Unconditional promises to give that are expected to be collected during the following fiscal
year are recorded at the amount contributed. Unconditional promises to give that are expected to be collected in
future years are recorded at the fair value of their estimated future cash flows. The discounts on those amounts are
computed using risk-free interest rates applicable in the years in which those promises are received. The discount
rates range from 0.59% to 1.24%. Grants receivable are net of discounts of $24,198 and $22,550 at June 30, 2019
and 2018, respectively. Based on prior write-off history, overall economic conditions, and the current receivable
aging status, UWBA establishes a provisions for grants receivable, if any, at a level considered adequate to cover
anticipated credit losses on grants receivable. There were no provisions for grants receivable as of June 30, 2019
and 2018.

Investments — UWBA'’s investments are stated at fair value using quoted market prices at fiscal year-end.
Investments include money market funds and marketable securities held principally for investment purposes.
Unrealized gains and losses that result from market fluctuations are recognized in the period such fluctuations occur
in the accompanying statements of activities and changes in net assets. Realized gains and losses that result from
sales or maturities of securities during the year are calculated on an adjusted cost basis and are reflected in the
accompanying statements of activities and changes in net assets. Marketable securities received as donations are
recorded at fair value at the date of the donation, and are generally sold as soon as practical after receipt.

Impairment on investments held at cost — UWBA evaluates for impairment whenever events or changes in
circumstances indicate that the carrying value of an asset may not be recoverable. If the estimated future cash
flows (undiscounted and without interest charges) from the use of an asset are less than the carrying value, a write-
down will be recorded to reduce the related asset to its estimated fair value. As of June 30, 2019 and 2018, no such
write-downs have occurred.

Fair value of assets and liabilities — UWBA determines fair value 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 reporting standards establishes a fair value hierarchy which requires an entity to maximize the use of
observable inputs and minimize the use of unobservable inputs when measuring fair value. The standard describes
three levels of input that may be used to measure fair value:

Level 1 — Quoted prices in active markets for identical assets or liabilities.
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Level 2 — Observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities;
quoted prices in markets that are not active; or other inputs that are observable or can be
corroborated by observable market data for substantially the full term of the assets or liabilities.

Level 3 — Unobservable inputs that are supported by little or no market activity and that are significant to the
fair value of the assets or liabilities.

The following is a description of the valuation methodologies used for instruments measured at fair value on a
recurring basis and recognized in the accompanying statements of financial position, as well as the general
classification of such instruments pursuant to the valuation hierarchy.

Where quoted market prices are available in an active market, securities are classified within Level 1 of the valuation
hierarchy. Level 1 securities include cash and cash equivalents, equity, fixed income securities, and exchange
traded equities. Level 2 securities include investments held in pooled income funds, which are valued using maturity
and interest rates as observable inputs.

Furniture, equipment, and leasehold improvements — Furniture, equipment, and leasehold improvements are
stated at cost, if purchased, or if donated, at fair value at the date of the donation for items exceeding $5,000.
Depreciation is computed on a straight-line basis over the estimated useful lives of the assets, ranging from three
to ten years. Leasehold improvements are amortized over the lesser of the useful life of the asset or the term of the
lease. Total depreciation expense, amortization expense, and losses from dispositions of fixed assets amounted to
$242,218 and $278,250 for the years ended June 30, 2019 and 2018, respectively.

Deferred rent — Certain leases of UWBA contain lease incentives and fixed escalations. UWBA recognizes the
related rent expense on a straight-line basis over the life of the lease and records the difference between the
expense included in the accompanying statements of activities and changes in net assets and the amount recorded
as deferred rent. For the year ended June 30, 2019 deferred rent related to 550 Kearny Street, San Francisco. For
the year ended June 30, 2018 deferred rent related to 550 Kearny Street, San Francisco and 8200 Bancroft,
Oakland.

Gross campaign results — Gross campaign results consist of cash and unconditional promises to give to UWBA
during the annual fundraising campaigns and include contributions processed by third-party processors. Donor
designations and the provision for uncollectible pledges are deducted from gross campaign results to arrive at
campaign revenue.

Donor designations and service fee revenue — Donor designations (or “agency transactions”), consist of
contributions that are designated by the donor to nonprofit organizations other than UWBA that include contributions
processed by third-party processors, are deducted from gross campaign results to arrive at net campaign revenue.
External donor designations are paid to the designated organizations on a monthly basis, by electronic funds
transfer (“EFT”) as information allows and on a quarterly basis by check for all others, as pledges are collected.
Proportionate shares of the receipts are distributed out to the agencies net of service fees. Service fee revenue is
reported in the accompanying statements of activities and changes in net assets. Additionally, there are donor
designations that are contributions designated by the donor to provide general support to UWBA's internal programs
which represent purpose recommendations but do not rise to the level of agency transactions or donor restrictions.
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Planned gifts — Planned gifts that are irrevocable are recognized as a receivable when amounts due to UWBA can
be reasonably estimated. As of June 30, 2019 and 2018, UWBA has only one type of planned gift — pooled income
funds. Assets associated with these gifts totaled $161,823 and $154,815 as of June 30, 2019 and 2018,
respectively, at fair value and are included in investments in the accompanying statements of financial position.
Liabilities associated with these gifts totaled $17,030 and $18,252 as of June 30, 2019 and 2018, respectively, at
fair value and are included in the accompanying statements of financial position.

Contributions — Contributions and grants are recognized at fair value, as revenue, when received or unconditionally
promised and collection is deemed to be reasonably certain.

UWBA reports contributions and grants as with donor restrictions if such gifts are received with donor stipulations that
limit the use of the donated assets, unless there are written agreements which supersede those stipulations. When
the restriction expires, that is, when a stipulated time restriction ends or a purpose restriction is accomplished, net
assets with donor restrictions are reclassified to net assets without donor restrictions and reported as net assets
released from restrictions. Contributions with donor restrictions whose restrictions are met in the same year they are
received are reported as contributions without donor restrictions.

Donated goods and services — UWBA recognizes the value of donated equipment, supplies, and advertising
services at the fair value for similar items. Donated goods and services for the years ended June 30, 2019 and
2018, of $284,858 and $1,043,333, respectively, were reflected in other contributions in the accompanying
statements of activities and changes in net assets. UWBA recognizes the fair value of donated services if the
services meet the recognition criteria, which include: a) requiring specialized skills; b) provided by someone with
those skills; and c¢) would have to be purchased if they were not donated. Although UWBA receives a significant
amount of contributed time from volunteers, this time does not meet the recognition criteria. Accordingly, the value
of this contributed time is not reflected in the accompanying financial statements.

Conditional promises to give are recognized in the period in which the condition is substantially met. There were no
conditional contributions for the years ended June 30, 2019 and 2018.

Gross funds awarded/allocated to agencies — The amount shown on the accompanying statements of activities
and changes in net assets includes grants to UWBA initiatives and programs. These grants are made to partner
agencies that advance the work of UWBA programs and the impact of our work to alleviate poverty. They are largely
funded by programmatically restricted grants awarded to UWBA to achieve specific outcomes in specific locales.
Grant making activities are reported to the Board of Directors. Each grant made is included in the appropriate
supporting schedule of the annual IRS Form 990. However, to comply with financial statement presentation
requirements, these grants are shown net of an offset amount to prevent revenue duplication between without donor
restrictions and with donor restrictions accounts.

Functional allocation of expenses — The majority of expenses can be directly identified with the program or
supporting services to which they relate and are charged accordingly. Other expenses have been allocated among
program and supporting services classifications based on the average number of full-time employees, the time
study allocation method, and on a direct cost basis. This is consistent with the standards for allocation of functional
expenses in accordance with GAAP and United Way Worldwide.

16




United Way of the Bay Area
Notes to Financial Statements

Concentrations of risk — UWBA receives approximately 48% and 56% as of June 30, 2019 and 2018, respectively,
of its gross campaign revenue from five employers. Four of these employers are nationally aligned through United
Way Worldwide; therefore, the risk of loss of these employers by UWBA is remote and the fifth employer is a local
County Government. As of June 30, 2019 and 2018, UWBA had receivables from these five sources totaling
$1,253,791 and $1,837,959 representing approximately 30% and 42% of total pledges receivables, respectively.

Income taxes — UWBA is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code
(“IRC”) and Section 23701d of the California Revenue and Taxation Code except to the extent of unrelated business
taxable income as defined under IRC sections 511 through 515. However, as a result of the passage of the Tax
Cuts and Jobs Act as of January 1, 2018, nonprofit employers have to pay 21% Unrelated Business Income Tax
on transportation fringe benefits (i.e. parking and transit passes) provided to employees. Since UWBA has
immaterial unrelated business taxable income, no provision for income taxes has been provided in these financial
statements. UWBA has no unrecognized tax benefits or uncertain tax positions as of June 30, 2019 and 2018.

Reclassifications — Certain prior year amounts have been reclassified to conform with the current-year
presentation. These reclassifications have no effect on net assets or change in net assets.

Recent accounting pronouncements

ASU No. 2016-14, Presentation of Financial Statements of Not-for-Profit Entities: During fiscal year 2019,
UWBA adopted the Financial Accounting Standards Board (“FASB”) Accounting Standards Updates (“ASU”)
No. 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial Statements of Not-for-Profit Entities. This
guidance is intended to improve the net asset classification requirements and the information presented in the
financial statements and notes about a not-for-profit entity’s liquidity, financial performance, and cash flows. Main
provisions of this guidance include: presentation of two classes of net assets versus the previously required three;
recognition of capital gifts for construction as a net asset without donor restrictions when the associated long-lived
asset is placed in service; recognition of underwater endowment funds as a reduction in net assets with donor
restrictions; and reporting investment income net of external and direct internal investment expenses. The guidance
also enhances disclosures for board designated amounts, and underwater endowments compositions of net assets
with donor restriction and how the restrictions affect the use of resources, qualitative and quantitative information
about the liquidity and availability of financial assets to meet general expenditures within one year of the statement
of financial position date, and expense by both their natural and functional classification, including methods used to
allocate costs among program and support functions.

Due to the adoption of ASU No. 2016-14, as of June 30, 2018, $6,619,701 of unrestricted net assets have been
reclassified to net assets without donor restrictions and $6,786,440 and $3,896,475, of temporarily and permanently
restricted net assets, respectively, have been reclassified to net assets with donor restrictions.
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ASU 2014-19, Revenue from Contracts with Customers: In May 2014, the FASB issued ASU No. 2014-09,
Revenue from Contracts with Customers (Topic 606), which is a new standard on revenue recognition. The ASU
contains principles that an entity will need to apply to determine the measurement of revenue and timing of when
revenue is recognized. The underlying principle is to recognize revenue to depict the transfer of goods or services
to customers at an amount that the entity expects to be entitled to in exchange for those goods or services. The
ASU has a five-step approach which includes identifying the contract or contracts, identifying the performance
obligations, determining the transaction price, allocating the transaction price, and recognizing revenue. The ASU
also significantly expands the quantitative and qualitative disclosure requirements for revenue, which are intended
to help users of financial statements understand the nature, amount, timing, and uncertainty of revenue and the
related cash flows. The ASU is effective for UWBA'’s fiscal year ending June 30, 2020. Management is currently
evaluating this new standard and the impact it will have on its financial statements, information technology systems,
processes, and internal controls.

ASU 2018-08, Clarifying the Scope and the Accounting Guidance for Contributions Received and
Contributions Made: In June of 2018, the FASB issued ASU No. 2018-08, Clarifying the Scope and the Accounting
Guidance for Contributions Received and Contributions Made. The ASU clarifies and improves the scope and the
accounting guidance for contributions received and contributions made. The amendments in this ASU should assist
entities in (1) evaluating whether transactions should be accounted for as contributions (nonreciprocal transactions)
within the scope of Topic 958, Not-for-Profit Entities, or as exchange (reciprocal) transactions subject to other
guidance and (2) determining whether a contribution is conditional. This ASU is effective for the UWBA's fiscal year
ending June 30, 2020. Management is currently assessing the potential impact of this ASU on its financial
statements.

ASU 2017-07, Compensation — Retirement Benefits: In March 2017, the FASB issued ASU No. 2017-07,
Compensation — Retirement Benefits (Topic 715): Improving the Presentation of Net Periodic Pension Cost and Net
Periodic Postretirement Benefit Cost, which improves the reporting of net benefit cost in the financial statements.
This ASU applies to all employers, including not-for-profit entities, that offer to their employees defined benefit
pension plans, other postretirement benefit plans, or other types of benefits accounted for under Topic 715. This
ASU is effective for the UWBA'’s fiscal year ending June 30, 2020. Management is currently evaluating the impact
of the provision of this ASU on the financial statements.

ASU 2016-02, Leases: In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842), which increases
transparency and comparability among organizations by recognizing lease assets and lease liabilities on the
statement of financial position and disclosing key information about leasing arrangements in the financial statements
of lessees. This ASU is effective for UWBA’s fiscal year ending June 30, 2021. Management is currently evaluating
the impact of the provisions of the ASU on the financial statements.
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NOTE 3 - PLEDGES AND GRANTS AND CONTRACTS RECEIVABLE

UWBA expected to receive pledges receivable at June 30:

Amount due:
In the next year
Between two and five years

Discount
Provision for uncollectible pledges

Pledges receivable, net

UWBA'’s donor grants and contracts receivable at June 30 are:

Amount due:
In the next year
Between two and five years

Discount

Grants and contracts receivable, net

NOTE 4 — INVESTMENTS AND FAIR VALUE MEASUREMENT

2019 2018

$ 4,187,201 $ 4,350,440
1,950,000 175,000
6,137,201 4,525,440
(48,203) (670)
(346,189) (361,087)

$ 5,742,809 $ 4,163,683
2019 2018

$ 2,980,853 $ 2,524,548
1,000,000 2,187,993
3,980,853 4,712,541
(24,198) (22,550)

$ 3,956,655 $ 4,689,991

The following tables present the investments carried at fair value on the accompanying statements of financial
position as of June 30, 2019 and 2018, by valuation hierarchy:

Fair Value Measurement Inputs

Equity
Domestic
International
Balanced fund
Small cap funds
Commodities/natural resources fund
Bonds
Low duration and intermediate
International global
Cash and cash equivalents (held for investment)
Pooled income funds

Total

19

2019

Level 1 Level 2 Total
$ 4,718,538 $ - $ 4,718,538
2,495,110 - 2,495,110
97,639 - 97,639
597,310 - 597,310
76,332 - 76,332
5,104,165 - 5,104,165
761,192 - 761,192
267,569 - 267,569
- 161,823 161,823
$ 14,117,855 $ 161,823 $ 14,279,678
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2018
Fair Value Measurement Inputs Level 1 Level 2 Total
Equity
Domestic $ 4,549,427 $ - $ 4,549,427
International 2,522,775 - 2,522,775
Balanced fund 121,319 - 121,319
Small cap funds 742,748 - 742,748
Commodities/natural resources fund 81,608 - 81,608
Bonds
Low duration and intermediate 4,644,671 - 4,644,671
International global 557,253 - 557,253
Cash and cash equivalents (held for investment) 869,751 - 869,751
Pooled income funds - 154,815 154,815
Total $ 14,089,552 $ 154,815 $ 14,244,367

Where quoted market prices are available in an active market, securities are classified within Level 1 of the valuation
hierarchy. Level 1 securities include cash and cash equivalents, equity, fixed income securities, and exchange
traded equities. Level 2 securities include investments held in pooled income funds, which are valued using maturity
and interest rates as observable inputs.

UWBA'’s long-term asset allocation policy was developed by staff and approved by the Board to manage market
fluctuations over time. UWBA is aware there are challenges in the current financial markets and continues to monitor
related volatility.

NOTE 5 = INVESTMENTS HELD AT COST

On January 31, 2017, UWBA invested in United Way Digital Holdings, a limited liability company (“LLC”). The total
commitment made by UWBA was to be $400,000, with $80,000 paid at signing and issuance of a promissory note
in the amount of $320,000 to United Way Worldwide to be paid in four annual installments of $80,000 each
beginning on January 31, 2018.

For the fiscal year ended June 30, 2017, UWBA assessed its rights as a limited member and concluded that UWBA
does not maintain direct operational control, therefore UWBA did not consolidate the LLC into its financial
statements and accounted for the investment in the LLC at cost (the LLC fair value was not readily determinable).

On December 31, 2018, United Way Worldwide (“UWW?”) purchased UWBA'’s interest in the LLC by issuing a
promissory note in the amount of $160,000, the total amount paid to date for their interest. The note carries an
interest rate of 2.72% with principle payments to be made in four annual installments of $40,000 beginning on
December 1, 2020.
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NOTE 6 — FURNITURE, EQUIPMENT, AND LEASEHOLD IMPROVEMENTS

Furniture, equipment, and leasehold improvements consisted of the following at June 30:

2019 2018
Computer software and equipment $ 1,111,033 $ 1,171,987
Office furniture 512,402 528,528
Equipment 220,684 176,823
Leasehold improvements 377,040 579,411
Vehicles 16,713 16,713
Total 2,237,872 2,473,462
Less accumulated depreciation and amortization (1,807,183) (1,923,919)
Total furniture, equipment, and leasehold improvements, net $ 430,689 $ 549,543
NOTE 7 — OTHER CONTRIBUTIONS
Other contributions are comprised of the following for the years ended June 30:
2019 2018
Other contributions without donor restrictions
Donated goods and services $ 192,232 $ 211,203
Noncampaign donations 2,455,262 214,273
Prior year campaign revenue 6,599 8,615
Revenue - other United Ways 27,574 33,553
Special events income - 1,356
Sponsorship fees - 2,500
2,681,667 471,500
Other contributions with donor restrictions
Donated goods and services 92,626 832,130
Noncampaign donations and miscellaneous income 12,191 774,276
Special events income - 738
Sponsorship fees 148,393 139,251
253,210 1,746,395
Total other contributions $ 2,934,877 $ 2,217,895

NOTE 8 - COMMITMENTS

UWBA leases office space under noncancelable operating leases expiring at various dates through March 31, 2023.
Lease agreements generally provide for both renewal options and escalation clauses for increased operating
expenses and real estate taxes. UWBA is also committed under noncancelable operating leases for various office
equipment.

21




United Way of the Bay Area
Notes to Financial Statements

Future minimum commitments under noncancelable operating leases having lease terms in excess of one year as

of June 30, 2019, are as follows:

Years Ending June 30,

2020
2021
2022
2023

$ 1,221,621
1,230,496
1,123,060

850,989

$ 4,426,166

Rent expense for the years ended June 30, 2019 and 2018, was $1,263,396 and $1,238,410, respectively.

NOTE 9 — PENSION AND OTHER POST RETIREMENT BENEFIT PLANS

DEFINED BENEFIT PENSION PLAN

The Pension Plan of United Way of the Bay Area (the “Plan”) is a single employer defined benefit pension plan with

UWBA as plan sponsor.

The Plan was amended to freeze participation and benefit accruals under the Plan effective December 31, 2006.
Accordingly, no employees will become participants after the December 1, 2006, entry date, and participants’ Plan
benefits will not increase after December 31, 2006. In no event will the accrued benefit of any participant be less

than that calculated as of December 31, 2006.

Accrued pension costs consist of the following at June 30:

Defined benefit pension plan liabilities

Defined early retirement medical and long-term care benefit plans

Total accrued pension costs

2019 2018
$ 3,939,357 2,838,421
87,788 92,751
$ 4,027,145 2,931,172
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The following information sets forth the Plan’s projected benefit obligation, fair value of plan assets, unfunded status,
and accumulated benefit obligation as of June 30:

2019 2018

Projected benefit obligation
Beginning of year $ 15,812,795 $ 16,660,707
Service cost 244,800 221,719
Interest costs 613,799 586,163
Actuarial loss (gain) 1,057,775 (856,546)
Benefits paid (729,547) (559,105)
Administrative expenses paid (226,360) (240,143)

End of year $ 16,773,262 $ 15,812,795
Fair value of plan assets
Beginning of year $ 12,974,374 $ 12,748,399
Actual return on plan assets 815,438 942,549
Employer contributions - 82,674
Benefits paid (729,547) (559,105)
Administrative expenses paid (226,360) (240,143)

End of year $ 12,833,905 $ 12,974,374

Funded status of the Plan at year end (underfunded) $  (3,939,357) $ (2,838,421)

Amounts recognized for the defined benefit pension plan only in the accompanying statements of financial position
are as follows as of June 30:

2019 2018
Prepaid benefit cost $ 2,525,678 $ 2,689,440
Additional accrued pension liability for pension plans
with a benefit obligation in excess of plan assets (6,465,035) (5,527,861)
Defined benefit pension liabilities $  (3,939,357) $ (2,838,421)
Net asset without donor restrictions, pension liability in excess of
intangible pension assets $ 6,465,035 $ 5,527,861

Amounts reflected in the accompanying statements of activities and changes in net assets are as follows for the
years ended June 30:

2019 2018
Service cost $ 244,800 $ 221,719
Interest cost 613,799 586,163
Expected return on assets (995,688) (982,066)
Amortization loss 300,850 367,543
Net periodic pension cost $ 163,761 $ 193,359

23




United Way of the Bay Area
Notes to Financial Statements

The projected unit credit cost method was utilized for measuring net periodic pension cost over the employee’s
estimated service life. The following table summarizes the assumptions used in computing the present value of

projected benefit obligations and net periodic cost as of June 30:

2019 2018

Assumptions used in computing benefit obligation

Discount rate 3.25% 4.00%

Rate of compensation increase N/A N/A
Assumptions used in computing the net periodic pension costs

Discount rate 4.00% 3.60%

Expected return on assets 8.00% 8.00%

Rate of compensation increase N/A N/A

The investment objective for the Plan is to maximize total return within reasonable and prudent levels of risk. The

Plan’s weighted-average asset allocations are as follows as of June 30:

2019 2018
Asset category
Common and collective trusts
Equity 60.4% 59.5%
Debt 36.7% 37.5%
Cash and cash equivalents 2.9% 3.0%
Total 100.0% 100.0%

The fair values of the UWBA'’s defined benefit plan assets at June 30, 2019, by asset category are as follows:

Fair Value Measurement Inputs Level 1 Level 2 Total
Cash and cash equivalents $ 378,464 $ - $ 378,464
Large cap equities fund - 4,095,857 4,095,857
Small cap equities fund - 616,305 616,305
Mid cap fund - 1,078,533 1,078,533
International equities fund - 1,951,631 1,951,631
Fixed income securities - 4,713,115 4,713,115
Total $ 378,464 $ 12,455,441 $ 12,833,905
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The fair values of the UWBA'’s defined benefit plan assets at June 30, 2018, by asset category are as follows:

Fair Value Measurement Inputs Level 1 Level 2 Total
Cash and cash equivalents $ 395,286 $ - $ 395,286
Large cap equities fund - 4,096,143 4,096,143
Small cap equities fund - 609,796 609,796
Mid cap fund - 1,076,873 1,076,873
International equities fund - 1,933,182 1,933,182
Fixed income securities - 4,863,094 4,863,094
Total $ 395,286 $ 12,579,088 $ 12,974,374

The estimated minimum benefit payments that reflect expected future service, as appropriate, to be paid by UWBA
are as follows:

Year Ending June 30,

2020 $ 853,377
2021 877,942
2022 906,722
2023 917,949
2024 950,803
2025-2029 4,905,100

$ 9,411,893

UWBA contributed $0 and $82,674 to the Plan during the years ended June 30, 2019 and 2018, respectively.

DEFINED CONTRIBUTION PENSION PLAN

UWBA established the UWBA 401(k) Plan on January 1, 2007. Employees that are eligible can participate in the
401(k) Plan on the first day of the calendar quarter following their date of hire. UWBA matches 100% of participants’
salary deferral contribution, up to a maximum of 2% of compensation. In addition, UWBA makes an employer
“nonelective” contribution according to a formula that is based on a participant's age plus service. For employees
hired before January 1, 2010, matching and employer nonelective contributions will be 100% vested after two years
of service (or age 65, if earlier). Effective January 1, 2014, employees hired after January 1, 2010, will be 25%
vested after one year of service, 50% after two years of service, 75% vested after three years of service, and 100%
vested after four years of service. UWBA contributed $364,063 and $318,939 to the plan for the years ended
June 30, 2019 and 2018, respectively.

VOLUNTARY LONG-TERM CARE INSURANCE PLAN

UWBA instituted a voluntary long-term care insurance program in fiscal year 2013. As a part of that program, UWBA
made arrangements to pay 83% of the cost of the long-term premiums for the Chief Executive Officer from
March 2013 until her death. The estimated cost of future premiums as of June 30, 2019 and 2018, is $54,419 and
$52,013, respectively.
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DEFINED BENEFIT MEDICAL PLAN

UWBA had a defined benefit early retirement medical benefits plan that covered certain full-time employees who
retired as of June 30, 1993. UWBA does not contribute to this plan except to reimburse certain medical and other
costs submitted by the Plan’s retirees as defined within the agreement. The estimated cost of future medical and
other payments as of June 30, 2019 and 2018, is $33,369 and $40,737, respectively, and is included in accrued
pension costs.

457(B) DEFERRED COMPENSATION PLAN

In the fiscal year ended June 30, 2014, UWBA established an eligible deferred compensation plan for a select group
of highly compensated employees under Section 457(b) of the IRC. The plan allows pre-tax contributions of the
maximum amount allowed by law per year through payroll deduction. At June 30, 2019, five employees are eligible
for the 457(b) plan and three employees had elected to participate in the plan. The investments in this plan remain
as assets of the organization until the employees retire. The balance in the plan as of June 30, 2019 and 2018, is
$148,747 and $126,556, respectively, and is included in operating payables and accruals.

NOTE 10 — NET ASSETS WITHOUT DONOR RESTRICTIONS (BOARD DESIGNATED)

A portion of net assets without donor restrictions have been designated by the Board for the following purposes:

2019 2018
Future grants and programs $ 965,618 $ 1,473,292
General use 1,631,731 1,411,659

$ 2,597,349 $ 2,884,951

Future Grants and Programs: consists of a legacy quasi-endowment fund from the former United Way of Silicon
Valley that is earmarked to fund the Emergency Assistance Network program in Santa Clara County until such time
as the corpus and accumulated investment earnings are depleted. At the current rate of annual appropriations from
the fund, it is expected to be depleted by June 30, 2023.

General Use: consists of accumulated unrestricted bequests held as a board designated quasi-endowment. The
investment policy and spending policy for this fund mirrors that of the donor restricted permanent endowment fund
and appropriated earnings are earmarked for support of the general operating expenses of the organization.
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NOTE 11 — NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions were available for the following purposes as of June 30, 2019 and 2018,
respectively:

2019 2018
UWBA community programs $ 4,131,805 $ 5,112,946
Donor restricted - Sobrato in-kind rent 243,536 361,218
Endowments - corpus 3,898,131 3,896,475
Endowment activity 1,354,693 1,312,276
Total $ 9,628,165 $ 10,682,915

UWBA Community Programs: represents net assets for which the donor has established a specific time or purpose
restriction. Upon the passage of appropriate time and/or the fullfillment by the organization of the defined purpose,
the restrictions are released and the assets are reclassified as being without donor restrictions.

Donor Restricted — Sobrato in-kind rent: represents a time restricted, non-cash (in-kind) commitment for use of
rental office space. Upon the passage of appropriate time, the restriction is released and the assets are reclassified
as being without donor restrictions.

Endowments — Corpus: represents the original amount of time restricted in perpetuity contributions to the
organization. Per the donor(s) restriction, these funds are to be prudently invested in perpetuity with only the
accumulated earnings available for appropriation by the board for operations and mission related purposes (see
Note 12)

Endowment Activity: represents the accumulated but unappropriated earnings on the Endowments — Corpus (see
Note 12).

NOTE 12 —- ENDOWMENT

Interpretation of relevant law — The Board has interpreted the California enacted version of the California Uniform
Prudent Management of Institutional Funds Act (“CPMIFA”) as allowing UWBA to appropriate for expenditure or
accumulate so much of an endowment fund as UWBA determines is prudent for the uses, benefits, purposes, and
duration for which the endowment fund is established, subject to the intent of the donor as expressed in the gift
instrument. Unless stated otherwise in the gift instrument, the assets in an endowment fund shall be donor-restricted
assets until appropriated for expenditure by the Board. In accordance with CUPMIFA, the Board considers the
following factors in making a determination to appropriate or accumulate endowment funds:

l. the duration and preservation of the fund
II.  the purposes of UWBA and the endowment fund
[l general economic conditions

V. the possible effect of inflation and deflation
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V. the expected total return from income and the appreciation of investments
VL. other resources of UWBA
VII. the investment policies of UWBA

Spending policy and how the investment objectives relate to spending policy — The endowment fund has a
spending policy of appropriating 100% of the net income earned on the investment of these funds for distribution
according to the instructions of the donor at the time the gift is made. The original value of the gifts donated to the
endowment held in perpuity is to be classified as with donor restrictions and any earnings are also classified as with
donor restrictions until appropriated for expenditure.

Funds with deficiencies — From time to time, the fair value of assets associated with individual donor-restricted
endowment funds may fall below the level that the donor or CPMIFA requires UWBA to retain as a fund of perpetual
duration. As of June 30, 2019 and 2018, there were no funds with deficiencies.

The composition and changes in the endowment net assets as of June 30, 2019 and 2018, are as follows:

Without Donor With Donor Total Endowment
Restrictions Restrictions Net Assets

Endowment net assets, June 30, 2017 $ - $ 5,061,854 $ 5,061,854
Contribution - 1,400 1,400
Investment income - 204,196 204,196
Net appreciation/depreciation - 138,707 138,707
Amounts appropriated for expenditure - (197,406) (197,406)
Endowment net assets, June 30, 2018 - 5,208,751 5,208,751
Contribution - 1,656 1,656
Investment income - 278,278 278,278
Net appreciation/depreciation - (34,435) (34,435)
Amounts appropriated for expenditure - (201,426) (201,426)
Endowment net assets, June 30, 2019 $ - $ 5,252,824 $ 5,252,824

NOTE 13 — RELATED-PARTY TRANSACTIONS

UWBA's volunteer members of the Board of Directors participate in fundraising events, activities, and by making
private contributions. UWBA may also have Board members that have other direct transactions with the
organization. All related parties of UWBA are annually required to read and sign a conflict of interest policy that
covers any relationship with Board members, volunteers, and staff.

28




United Way of the Bay Area
Notes to Financial Statements

NOTE 14 — LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS

UWBA'’s financial assets available within one year of the statement of financial position date for general expenditure
are as follows at June 30, 2019:

2019

Financial Assets Available Within One Year:

Cash and cash equivalents $ 1,530,181

Investments 14,279,678

UWW note receivable collectible within one year 3,939

Pledges receivable collectible within one year 3,792,809

Grants & contracts receivable collectible within one year 2,956,655
Financial Assets, at June 30, 2019 22,563,262
Less those unavailable for general expenditure:

Designated pledges payable (Agency Transactions) (3,009,842)

Restricted by donors with purpose restrictions (4,375,341)

Restricted by donors in perpetuity (5,252,824)
Total amounts available for general expenditures within one year 9,925,255
Amounts Unavailable to Management Without Board Approval:

Board Designated for Quasi-Endowment (2,597,349)

Pension Liability in Excess of Intangible Pension Assets (6,465,035)
Total financial assets available to management for general expenditure

within one year $ 862,871

Liguidity Management

UWBA maintains a policy of structuring its financial assets to be available as its general expenditures, liabilities,
and other obligations come due. In addition, UWBA invests cash in excess of weekly requirements in short-term
investments.

To help manage unanticipated liquidity needs UWBA has a committed line of credit of $4,900,000, which it could
draw upon (see Note 15). Additionally, UWBA has Board Designated net assets without donor restrictions that,
while UWBA does not intend to spend these for purposes other than those identified, the amounts could be
made available for current operations, if necessary.

NOTE 15 - LINE OF CREDIT

UWBA maintains a line of credit with a reputable and recognized financial institution. The terms of this agreement
call for the pledging of securities and other investments maintained in the financial institution for any and all
obligations taken on by UWBA under this agreement. The agreement provides for a total credit limit of up to
$4,900,000, based on the fair value of the pledged collateral.
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The availability of the total amount available to borrow at any given time is based on the fair value of the collateral,
which may be more or less than the amount needed to permit borrowing the entire $4,900,000. The amount
remaining to borrow at any given time is the total amount of the approved borrowing limit minus the outstanding
loan balances and letters of credit, subject to the current value of the collateral. Interest is charged at a rate
determined by the lender on a periodic basis.

As of June 30, 2019, there was $2,400,000 in outstanding debt on the line of credit and interest expense of $97,231.
As of June 30, 2018, there was $2,400,000 outstanding debt for the line of credit and interest expense of $79,854.
The existing letter of credit issued to the landlord for $230,190 is still in place under the same credit limit.

NOTE 16 — CONSIDERATION OF GOING CONCERN

In the light of several years of operating deficits, dwindling net assets without donor restrictions, and the resulting
decline in liquid assets available to management for general purposes within one year, UWBA has assessed its
ability to continue as a going concern. This assessment considered multiple factors including declining without
donor restricted contributions from workplace campaigns (see Statements of Activities and Changes in Net Assets),
a growing dependence on restricted grant funding to support key programs (see Statements of Activities and
Changes in Net Assets and Note 11), significant increases in unfunded pension liabilities (see Note 9), declining
working capital (see Note 14), and the resulting inability of the organization to implement structural and technological
change at a pace necessary to take advantage of significant philanthropic market disruption.

Management’s conclusion was that without immediate and decisive action, substantial doubt existed about the
organization’s ability to continue as a going concern beyond the next year. However, subsequent to the end of the
fiscal year, but before issuance of these financial statements, the Board took swift action intended to mitigate the
adverse conditions and respond to the events that give rise to such doubts (see Note 17). It is believed by the
organization that these actions will swiftly and substantially reverse the negative trends evidenced in the financial
results of the organization over the past several years and therefore, these financial statements continue to be
presented on a “going concern” basis.

NOTE 17 — SUBSEQUENT EVENTS

UWBA has evaluated subsequent events through December 5, 2019, the date the financial statements were
available to be issued and noted that on August 29, 2019, UWBA entered into a transitional services agreement
with United Way Worldwide (“‘UWW”), a New York not for profit corporation, in order to transform UWBA into a
modern local United Way, ensure UWBA business continuity, provide cost-savings, reduction of redundancies, and
implementation of efficiencies in UWBA'’s operations and the services it provides to the Bay Area.

Under this agreement UWBA retains primary responsibility for local resource development and local community
impact programs; however, a transition advisory group was formed to develop a transition plan which, among other

things, includes the following provisions:

e UWBA'’s CEO will take direction from and report to UWW'’s U.S. President in order to formulate a more
effective donor engagement and fundraising plan for the organization

e UWW will provide internal and external communication planning and provide marketing support in order to
improve donor engagement
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UWW’s Talent Management team, in consultation with the transition advisory team, will develop and
implement detailed staffing plans in order to create a more effective and cost-efficient organizational
structure

UWW’s Management team will propose options for moving UWBA’s San Francisco based staff to a smaller
downtown office space and expand the use of the San Jose office location to reduce occupancy costs

UWW’s Finance team will transition all administrative and accounting functions from UWBA to UWW,
leaving a single point of coordination at UWBA, in order to accelerate implementation of new technologies,
increase operational efficiencies, and reduce overall costs

UWW'’s Information Technology team will evaluate UWBA'’s information technology systems & assets and
propose implementation of reasonable modifications to improve organizational efficiency
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