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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
United Way of the Laurel Highlands
Johnstown, Pennsylvania

Report on the Financial Statements

We have audited the accompanying financial statements of the United Way of the Laurel Highlands (a
not-for-profit organization), which comprise the statements of financial position as of June 30, 2019 and
2018, and the related statements of activities, 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 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.
[n 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 or 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.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the United Way of the Laurel Highlands 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 Matter

As discussed in Note | to the financial statements, the Financial Accounting Standards board issued
Accounting Standards Update (ASU) 2016-14, “Not-for-Profit Entities (Topic 958) - Presentation of
Financial Statements of Not-for Profit Entities.” The update addresses the complexity and
understandability of net asset classification, deficiencies in information about the liquidity and availability
of resources, and the lack of consistency in the type of information provided about expenses and
investment return. United Way of the Laurel Highlands adopted ASU 2016-14 in the current year. ASU
2016-14 has been applied retroactively to all periods presented in the financial statements. Our opinion is
not modified with respect to this matter.

@M/@ﬁ’ Crmpasn s,
Johnstown, Pennsylvania
October 28, 2019



UNITED WAY OF THE LAUREL HIGHLANDS

STATEMENTS OF FINANCIAL POSITION
June 30,2019 and 2018

2019 2018
ASSETS
Current assets
Cash and cash equivalents b 274368 % 206,644
Campaign pledges receivable, net of allowance
for uncollectible pledges 252,089 253,687
Pledge receivable 500,000 500,000
Other receivables 27,103 49,382
Prepaid expenses and other assets 23,456 28,397
Investments 1,025,736 960,019
Total current assets 2,103,352 1,998,129
Other assets
Equipment, net of accumulated depreciation 9,803 9.615
Pledge receivable - long term 500,000 500,000
Total other assets 509,803 509,615
Total assets $ 2,613,155 % 2,507,744
LIABILITIES and NET ASSETS
Liabilities
Accounts payable 5 34,857 § 92,876
Agency payable 75,000 160,000
Accrued vacation 19,518 20,071
Designations payable 12,679 16,069
Deferred revenue 36,370 21,468
Total liabilities 178,424 310,484
Net Assets
Net assets without donor restrictions 1,334,731 1,097,260
Net assets with donor restrictions 1,100,000 1,100,000
Total net assets 2,434,731 2,197,260
Total liabilities and net assets S 2,613,155 § 2,507,744

See Notes to Financial Statements.
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UNITED WAY OF THE LAUREL HIGHLANDS

STATEMENT OF ACTIVITIES
Year Ended June 30, 2019

Without Donor With Donor
Restrictions Restrictions Total
Public Support and Revenues:
Public support:
Contributions:
Campaign § 777,416 $ 500,000 $ 1,277,416
Contributed services 14,167 - 14,167
Grant revenue 49,738 - 49,738
Less provision for uncollectible
pledges (34,256) - (34,256)
Less donor designations (51.403) - (51.405)
Net campaign contributions 755,660 500,000 1,255,660
Grant revenue - food pantry 225,505 - 225,505
Fundraising revenue, net of expenses 26,234 - 26,234
Sponsorship - automobile/television 16,500 - 16,500
Direct cost of automobile/television (15,830) - (15,830)
Total public support 1,008,069 500,000 1,508.069
Investment income 65,717 - 65,717
Administrative fee income 18,786 - 18,786
Other revenue 1,662 - 1,662
Nel assels released from restrictions 500,000 (500,000) -
Total public support and revenues 1.594.234 = 1,594,234
Expenses:
Program services
Funds awarded/distributed 545,286 - 545,286
Community outreach services 55.947 - 55,947
PA Department of Agriculture grant 249,312 - 249,312
Community impact 60,427 - 60,427
Grant expenses 120,355 - 120,355
Management and general 89.514 - 89,514
Fundraising - campaign 235,922 - 235,922
Total expenses 1,356.763 - 1,356,763
Change in net assets 237,471 - 237,471
Net assets, July 1, 2018 1,097,260 1,100,000 2,197,260
Net assets, June 30, 2019 $ 1,334,731 $ 1,100,000 g 2,434,731

See Notes to Financial Statements.



Public Support and Revenues:

UNITED WAY OF THE LAUREL HIGHLANDS

STATEMENT OF ACTIVITIES
Year Ended June 30,2018

Without Donor

With Donor

Public support:

Contributions:
Campaign
Contributed services
Grant revenue
Less provision for uncollectible

pledges

Less donor designations

Net campaign contributions

Bequests

Grant revenue

Fundraising revenue, net of expenses

Sponsorship - automobile/television

Direct cost of automobile/television
Total public support

Investment income

Administrative fee income

Other revenue

Nelt assets released from restrictions

Total public support and revenues

Expenses:

Program services
Funds awarded/distributed
Other grant distributions
Community outreach services
PA Department of Agriculture grant
Community impact
Grant expenses

Management and general

Fundraising - campaign

Total expenses
Change in net assets
Net assets. July 1, 2017

Net assets, June 30, 2018

See Notes to Financial Statements.

Restrictions Restrictions Total
S 718,724 $ 500,000 $ 1,218,724
16,006 - 16,006
379,132 - 379,132
(11,041) . (11,041)
(60,897) - (60,897)
1,041,924 500,000 1,541,924
333 - 333
223,743 - 223,743
18,985 - 18,985
13,500 - 13,500
(15,026) - (15,026)
1,283,459 500,000 1,783,439
80,168 - 80,168
13.030 - 13,030
1,514 - 1,514
500,000 (500,000) -
1,878,171 - 1,878,171
880.918 - 880,918
9,573 - 9,573
65.804 - 65.804
253.305 - 253,305
107,053 - 107,053
269,704 - 269,704
86,107 - 86,107
277.282 - 277,282
1,949,746 - 1,949,746
(71,573) - (71,575)
1,168.835 1.100,000 2,268,835
$ 1,097.260 3 1,100,000 b 2,197,260
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UNITED WAY OF THE LAUREL HIGHLANDS

STATEMENTS OF CASH FLOWS
Years Ended June 30,2019 and 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets 5
Adjustments to reconcile change in net assets to net

cash provided by operating activities:
Depreciation
Net realized and unrealized (gains) on investments
(Increase) Decrease in operating assets:
Campaign pledges receivable
Other receivable
Prepaid expenses and other assets
Increase (Decrease) in operating liabilities:
Accounts payable
Agency payable
Accrued payroll and related liabilities
Due to other agencies
Deferred revenue

Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments
Proceeds from sale of investments
Purchase of equipment

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Line of credit advances
Line of credit payments

Net cash provided by (used in) financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year $

Non-cash items
Donation of facilities S

2019 2018

237,471 $ (71,575)
3,771 3,981
(47,193) (64,862)
998 (44,268)
22,279 (30,017)
4,942 (10,868)
(58,019) 81,457
(85,000) (125,000)
(553) (3.248)
(3,390) 8,765
14,902 10,670
90,208 (244,965)
(698,258) (1,011,128)
679,734 1,071,697
(3.960) (3,827)
(22,484) 56,742
133,000 2
(133,000) s
67,724 (188,223)
206,644 394,867
274,368 $ 206,644
14,167 $ 16,006

See Notes to Financial Statements,



UNITED WAY OF THE LAUREL HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 and 2018

Note 1: Nature of Activities and Summary of Significant Accounting Policies
Nature of Activities

The mission of the United Way of the Laurel Highlands (the "Organization"), a nonprofit voluntary
health and welfare organization, is to improve lives by mobilizing the caring power of our
community. The Organization builds civic infrastructure around shared community goals, with
evidence-based outcomes, and collaborative actions that are sustainable. The Organization partners
with many diverse individuals and organizations that come together to solve complex social
problems and provide needed services in Cambria and Somerset Counties in south western
Pennsylvania. The Organization is governed by a volunteer Board of Directors. Administrative
offices are located in Johnstown, Pennsylvania with satellite offices in Ebensburg and Somerset.

The Organization conducts a traditional social service fund raising program headed by the
Organization’s Campaign Chairperson and Campaign Committee. An annual pledge campaign is
conducted in the fall of each year with the help of various Cambria and Somerset County
community leaders to raise funds which are distributed to approximately twenty-five (25) social
service agencies within these local counties. Funding for community programs are directed
primarily towards the priority areas of (1) helping children and youth succeed, (2) strengthening and
supporting family, (3) promoting self-sufficiency, (4) supporting vulnerable and aging population
and (5) promoting health and wellness. The Organization also provides extensive community
outreach and community impact services for health and human services that are available to
residents of Cambria and Somerset counties. The Organization also receives funding from grants
from governmental entities. The Organization administers several food and shelter programs for
Cambria County, such as the Emergency Food and Shelter Program. The Organization will also act
as an agent for funds restricted by donors for specific agencies or specific purposes.

Basis of Presentation

The accompanying financial statements of the Organization have been prepared on the accrual basis
of accounting in accordance with accounting principles generally accepted in the United States of
America.

Net assets, revenue, expenses, gains and losses are classified based on the existence or absence of
donor-imposed restrictions. Accordingly, net assets and changes therein are classified and reported
as follows:

Net assets without donor restrictions — net assets that are not subject to donor imposed restrictions
and are available for use in United Way’s ongoing operations, including funds designated by the
Board of Directors. This category replaced the previous category of unrestricted net assets.

Net assets with donor restrictions — net assets subject to donor-imposed restrictions that either
expire by passage of time, can be fulfilled and removed by action of United Way pursuant to those
restrictions, and/or upon receipt of funding or passage of date upon which funds were due. This
category also includes net assets subject to donor-imposed restrictions that the principal be
maintained permanently by the United Way and generally allow the use of investment earnings.
This net asset category combined the previous categories of temporarily restricted net assets and
permanently restricted net assets.



UNITED WAY OF THE LAUREL HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 and 2018

Note 1: Nature of Activities and Summary of Significant Accounting Policies (continued)

Basis of Presentation (continued)

Revenues are reported as increases in net assets without donor restrictions unless use of the related
assets is limited by donor-imposed restrictions or designated for future periods. Gains and losses on
investments and other assets or liabilities are reported as increases or decreases in net assets without
donor restrictions unless their use is restricted by explicit donor stipulations or law. Expenses are
reported as decreases in net assets without donor restrictions. Contributions with donor-imposed
restrictions, such as time or purpose restrictions, are recorded as net assets with donor restrictions.
When donor-imposed time restrictions expire, or a donor-imposed purpose restriction is fulfilled,
the net assets with donor restrictions are released to net assets without donor restrictions. These
satisfactions of donor-imposed restrictions are reported as net assets released from restrictions on
the statement of activities. Support that is restricted by the donor is reported as an increase in net
assets without donor restrictions if the restriction expires in the reporting year in which the support
is recognized. Conditional promises to give are recognized when the conditions on which they
depend are substantially met. Contributions of assets other than cash, such as equipment, are
recorded at their estimated fair value at the date of donation. Grant awards are classified as deferred
revenue until expended for the purposes of the grant.

Annual campaigns are conducted in the fall of each year to raise support for charitable distributions.
An unconditional promise to give is recognized as revenue at the time of the pledge, net of an
allowance for unfilled pledges. These contributions to the annual campaign, which are in the form
of cash and pledges, are recorded as support when the cash or pledges are received and are
considered to be available with no restrictions unless specifically restricted by the donor.

Donors have the option to designate all or part of their contribution to a specific organization. In
accordance with current accounting standards, these transactions are not reported in the statement of
activities as revenue and expenses but are included in the total campaign amounts raised on the
statement of activities and then deducted as amounts designated to other organizations (donor
designation) before arriving at net current year campaign contributions. The collection of these
contributions and distribution to donor specified agencies or other regional United Way
Organizations is transactions in which the Organization is acting as an intermediary. Amounts
designated are recorded as “designations payable” until paid to the designated charitable
organizations.

The Organization employs a grant writer to secure grants for the Organization and other non-profit
organizations serving Cambria and Somerset Counties. Other than management fees, grants
awarded directly to these non-profit organizations are not reflected within these financial
statements.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Organization considers all highly liquid
investments with an initial maturity of three months or less to be cash equivalents. Money market
funds, held as a portion of the Organization’s investment portfolio, are classified as investments and
are not considered to be cash equivalents for purposes of the statement of cash flows.



UNITED WAY OF THE LAUREL HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 and 2018

Note 1: Nature of Activities and Summary of Significant Accounting Policies (continued)
Pledges Receivable

Unconditional promises to give are recognized as revenue in the period received and when the
conditions on which they depend have been substantially met. Campaign pledge receivables are
generally paid within one year of being recorded. Allowances for uncollectible pledges are
provided for each campaign currently opened based on the Organization’s recent collection history
and consideration of the general economy for the local region. The allowances are adjusted at the
end of each period to reflect management’s current estimate of collectability. The ability of the
Organization’s contributors to continue contributing amounts comparable with prior years is
dependent upon current and future economic conditions within the local and national economies.

Unconditional pledges that are expected to be collected in future years are recorded at the present
value of their estimated future cash flows. The resulting discounts on those amounts are
computed using a risk-free interest rate as of the date of the pledge and are reported as
contribution revenue. Conditional promises to give are recognized when the conditions on which
they depend are substantially met and the gift becomes unconditional.

Investments

Debt and equity securities with readily determinable fair values purchased for investments are
recorded at fair value based upon quoted market prices in the statements of financial position.
Gains and losses (including unrealized gains and losses) are reported as an increase or decrease in
net assets without donor restrictions in the statements of activities unless their use is restricted by
explicit donor stipulations or law, in which case they are reported as increases or decreases in net
assets with donor restrictions. Investment income is presented net of investment advisory and
custodial fees.

Equipment and Depreciation
Equipment is stated at cost at the date of acquisition or fair value if the equipment is donated.
Maintenance and repairs which are not considered to extend the useful life of assets are charged to
operations as incurred. Depreciation of equipment is provided on straight-line basis over the
estimated useful lives of the assets, as follows:

Office furniture and equipment 3-10 years
Accrued Vacation
A liability amounting to $19,518 and $20,071 was recorded as of June 30, 2019 and 2018,

respectively. This liability represents the value of vacation time earned by employees but not yet
used as of June 30, 2019 and 2018.

11



UNITED WAY OF THE LAUREL HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30,2019 and 2018

Note 1: Nature of Activities and Summary of Significant Accounting Policies (continued)
Income Tax Status

The Organization is exempt from income taxes under the provisions of Section 501(c)(3) of the
Internal Revenue Code. In addition, the Organization qualifies for the charitable contribution
deduction under Section 170(b)(1)(A) and has been classified as an organization that is not a private
foundation under Section 509(a)(2). Accordingly, no provision for income taxes is included in the
accompanying financial statements. Management has analyzed the tax positions taken by the
Organization and has concluded that as of June 30, 2019 and 2018, there are no uncertain positions
taken or expected to be taken that would require recognition of a liability or disclosure in the
financial statements. The Organization’s income tax returns are subject to review and examination
by federal and state authorities. The Organization is not aware of any activities that would
Jeopardize its tax-exempt status. The Organization’s tax returns for the years 2016 and forward are
open to examination by federal and state authorities.

Concentration of Credit Risk

Pledges receivable are primarily from individuals and businesses in the Cambria and Somerset area.
Concentration of credit risk is limited due to the large number of donors comprising the
Organization’s donor base. As a result, at June 30, 2019, the Organization does not consider itself
to have a significant concentration of credit risk with respect to pledges receivable.

Financial instruments which potentially subject the Organization to concentrations of credit risk
include bank deposits in excess of the Federal Deposit Insurance Corporation (“FDIC”) limits. The
Organization mitigates its risk by investing with reputable commercial institutions with satisfactory
credit ratings. The Organization has not experienced any losses in such accounts and believes it is
not exposed to any significant risk therein. The Organization maintains its cash deposits with
various local financial institutions. The Organization did not have uninsured cash deposits at June
30, 2019 and 2018. Throughout the year, account balances may at times exceed FDIC insured
limits.

Risks and Uncertainties

The Organization’s investment securities are exposed to various risks such as interest rate, market
and credit risk. Due to the level of risk associated with certain investment securities and the level of
uncertainty related to changes in value of investment securities, it is at least possible that changes in
risk in the near term could materiality affect investment balances as reported in the statements of
financial position and the statements of activities.

Advertising and Fundraising Expenses

The cost of advertising and fundraising is expensed when incurred. Advertising/promotion expense
was $10,534 and $10,312 for the years ending June 30, 2019 and 2018, respectively.

12



UNITED WAY OF THE LAUREL HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 and 2018

Note 1: Nature of Activities and Summary of Significant Accounting Policies (continued)
Donated Services and In-Kind Donation

Donated services are recognized as contributions in accordance with generally accepted accounting
principles, if the services (a) create or enhance non-financial assets or (b) require specialized skills,
are performed by people with those skills and would otherwise be purchased by the Organization.
The Organization did not receive any donated services during the years ended June 30, 2019 and
2018 that requires recognition. The Organization is provided office space free of charge for offices
located in Ebensburg and Somerset. The statement of activities for the year ended June 30, 2019
and 2018 reflect in-kind contributions and occupancy expense in the amount of $14,167 and
$16,006 for this office space for the years ended June 30, 2019 and 2018, respectively.

A substantial number of community volunteers donated significant amounts of their time and
performed a variety of tasks that assist the Organization in campaign solicitations and in fulfilling
their program and supporting services throughout the year. However, these services are not
recognized as contributions in the financial statements since the recognition criteria under current
accounting standards were not met.

Expense Allocation

The cost of providing the Organization’s programs and other activities is summarized on a
functional basis in the statements of activities and statements of functional expenses. Expenses are
charged to each program based on direct expenditures incurred. Salaries, fringe benefits and other
program expenditures not directly chargeable to a program are allocated to program services,
management and general and fundraising expense categories in proportion to the time worked and
travel incurred in activities related to each category, based on periodic time and expense studies.
Allocations to member agencies are recorded when paid.

Management and general expenses include those costs that are not directly identifiable with any
specific program, but which provide for the overall support and direction of the Organization.

Fundraising costs are expensed as incurred, even though they may result in contributions received
in future years.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements, and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates. The most significant estimates
relate to fair value measurements, the recording of pledges receivable and the allowance for
uncollectible pledges receivable, the recording of designations payable and the allocation of
functional expenses.
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UNITED WAY OF THE LAUREL HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30,2019 and 2018

Note 1: Nature of Activities and Summary of Significant Accounting Policies (continued)
Reclassification

Certain prior-year amounts have been reclassified to the current-year presentation. This
reclassification had no effect on total assets or change in net assets.

Subsequent Events

The Organization has evaluated subsequent events through October 28, 2019, the date on which the
financial statements were available to be issued. There are no material subsequent events or
transactions that are required to be disclosed in these financial statements,

Recent Accounting Pronouncements

In August 2016, FASB issued ASU 2016-14, Not-for-Profit Entities (Topic 958): Presentation of
Financial Statements of Not-for-Profit Entities, which simplifies and improves how a not-for-profit
organization classifies its net assets, as well as the information it presents in financial statements
and notes about liquidity, financial performance and cash flows. Among other changes, the ASU
replaces the three current classes of net assets with two new classes, “net assets with donor
restrictions” and “net assets without donor restrictions”, and expands disclosures about the nature
and amount of any donor restrictions. United Way adopted ASU 2016-14 as of and for the year
ended June 30, 2019 with retrospective application to the June 30, 2018 financial statements. There
was no effect in the change in net assets for the year ended June 30, 2018 as a result of this
adoption.

The Organization is currently evaluating the impact of the pending adoption of the new accounting
standards on the financial statements as listed below.

In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) 2014-09, Revenue From Contracts With Customers, which provides a robust
framework for addressing revenue recognition guidance. This update is effective for annual
reporting periods beginning after December 15, 2018.

In February 2016, FASB issued ASU 2016-02, Leases (Topic 842). The guidance is this ASU
supersedes the leasing guidance in Topic 840, Leases. Under the new guidance, lessees are required
to recognize lease assets and lease liabilities on the statement of financial position for all lease terms
longer than 12 months. Leases will be classified as either finance or operating, with classification
affecting the pattern of expense recognition in the income statement. This update is effective for
fiscal years beginning after December 15, 2020.

In June 2018, the FASB issued ASU No. 2018-08, Not-for-Profit Entities — Clarifying the Scope
and the Accounting Guidance for Contributions Received and Contributions Made. ASU 2018-08
was issued in order to clarify the accounting guidance surrounding contributions received and
contributions made. The update assists entities in their evaluation of whether transactions should be
account for as contributions or exchange transactions, and determining whether a contribution is
conditional. The update is effective for annual reporting periods beginning after December 15,
2018.
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Note 2:

Note 3:

Note 4:

UNITED WAY OF THE LAUREL HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30,2019 and 2018

Campaign Pledges Receivable

Campaign pledges receivable and the related allowances for uncollectible pledges are as follows at
June 30, 2019 and 2018:

2019 018
Pledges receivable-2018 campaign year § 270,089 § -
Pledges receivable-2017 campaign year 54,100 288,494
Pledges receivable-2016 campaign year - 35.193
§ 324,189 § 323,687
Less allowance for uncollectible pledges 71,500 70,000
Total pledges receivable, net § 252689 § 253,687

Campaign pledges receivable are not discounted for those pledges received in excess of one year
from the date recorded since collections are normally expected within one year of the pledge date.

The Organization's annual pledge campaign start in early fall of each year. During the
Organization's fiscal year, three pledge campaign years may receive cash collections.

Pledges Receivable

Pledges receivable consist of an unconditional promise from the 1889 Foundation, payable on a
three-year rolling period of $500,000 annually. A payment of $500,000 was received in each year
ending June 30, 2019 and 2018, and is included in campaign contributions on the statements of
activities. The remaining $1,000,000 will be received as follows: $500,000 in each of the years
ending June 30, 2020 and 2021, respectively. Pledge receivable due in more than one year have not
been discounted. The president of the 1889 Foundation is a member of the Organization’s board of
directors.

Long-Term Investments and Fair Value Measurements

Investments are summarized as follows at June 30, 2019 and 2018:

2019 2018
Cost Fair Value Cost Fair Value
Money market funds $ 21,080 % 21,086 $ 19,615 $ 19,615
Fixed income securities 412,100 430,409 395,933 404,732
Common trust fund 117,273 132,933 113,245 123,302
Equity securities 367.670 441.308 337.033 412.370

$918,135 $1,025,736  $865.826  $960.019

Equity securities consist of individual stocks and mutual funds and are invested in both domestic
and international equities. Fixed income securities consist principally of mutual funds invested in
United States Treasury and Agency obligations and corporate bonds. The common trust fund holds
a combination of equity and fixed income securities.
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UNITED WAY OF THE LAUREL HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 and 2018

Note 4: Long-Term Investments and Fair Value Measurements (continued)

The following schedule reflects net investment income for the years ending June 30, 2019 and

2018:
2019 2018
Interest and dividends $ 25150 $ 23,181
Investment fees (7,843) (7,.875)
Net realized and unrealized gains 48.410 64,862
Total investment income § 65717 $ 80,168

Accounting Standards Codification (ASC) Topic 820, Fair Value Measurements and Disclosures,
defines fair value, establishes criteria to be considered when measuring fair value and summarizes
disclosures about fair value measurements required to be presented.

ASC 820 requires that a fair value measurement reflects the assumptions market participants would
use in pricing an asset or liability based on the best available information. These assumptions
include the risk inherent in a particular valuation technique (such as a pricing model) and the risks
inherent in the inputs to the model.

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. Three levels of
input that may be used to measure fair value are as follows:

Level I - Quoted prices for identical assets and liabilities traded in active exchange markets, such
as the New York Stock Exchange. Since valuations are based on quoted prices that are readily
and regularly available in an active market, valuation of these products does not entail a
significant degree of judgment.

Level 2 - Observable inputs other than Level | prices, such as quoted prices for similar assets or
liabilities, quoted prices in active 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.

Following is a description of the valuation methodologies used for assets measured at fair value.
The Common trust fund was reclassified as Level 2 from Level 1 during the year ending June 30,
2019 and was also applied to the June 30, 2018 presentation.

Common stock and preferred stock — Corporate stocks traded in active markets for identical assets
are valued based on quoted prices and include the following exchanges: NYSE, AMEX, NASDAQ.
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UNITED WAY OF THE LAUREL HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 and 2018

Note 4: Long-Term Investments and Fair Value Measurements (continued)

Mutual funds - Investments in mutual funds are valued at the daily closing price as reported by
the fund. Mutual funds held by the Organization are open-end mutual funds that are registered
with the Securities and Exchange Commission. These funds are required to publish their daily
net asset value (NAV) and to transact at that price. The mutual funds held by the Organization
are deemed to be actively traded.

Common trust fund - Value based on the fair value of the securities within the common trust fund at
the daily closing price as reported and valued by the fund.

Fair value of assets measured on a recurring basis at June 30, 2019 and 2018 were as follows:

2019 Level 1 Level 2 Level 3 Total
[nvestments
Money market funds § 21,085 % - % - § 21,085
Fixed income bond funds 430,410 - - 430,410
Mutual funds (equities) 441,307 - - 441,307
Common trust fund - 132,934 - 132,934
Total § 892802 $ 132,934 $ - § 1,025,736
2018 Level 1 Level 2 Level 3 Total
Investments
Money market funds 3 19,615 § - 3 - § 19615
Fixed income bond funds 404,732 - - 404,732
Mutual funds (equities) 412,370 - - 412,370
Common trust fund - 123,302 - 123.302
Total § 836,717 § 123302 § - § 960,019




UNITED WAY OF THE LAUREL HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30,2019 and 2018
Note 5: Equipment

Equipment consists of the following as of June 30, 2019 and 2018:

2019 2018
Office furniture $ 12,093 $ 17,197
Office equipment 35.730 45,790
$ 47,823 $ 62,987
Less accumulated depreciation 38.020 53.372

§ 9.803 $ 9,615

Depreciation expense $ 3,771 $ 3081

Office equipment with an original cost basis of $19,123 was disposed of during the year ending
June 30, 2019. These assets were fully depreciated and therefore no gain or loss on the disposal of
these assets have been recorded on the statement of activities,

Note 6: Net Assets Without Donor Restrictions — Board Designated Endowment and Reserve Funds

Current authoritative accounting guidance provides guidance on the net asset classification of
donor-restricted endowment funds for a not-for-profit organization that is subject to an enacted
version of the Uniform Prudent Management of Institutional Funds Act of 2006 (UPMIFA).
Current authoritative accounting guidance also requires enhanced disclosures about an
organization’s endowment funds (both donor restricted endowment funds and board designated
endowment funds) whether or not the organization is subject to UPMIFA

The Commonwealth of Pennsylvania has not adopted UPMIFA. The Commonwealth of
Pennsylvania has enacted Act 141 (the Act). The Act permits the Organization to elect a “total
return policy”. The Act allows an organization’s trustees to define “income™ as a stipulated
percentage of endowment assets (between 2% and 7% of the fair value of assets averaged over a
period of the three preceding years or over a shorter period in cases of assets held less than three
years) without regard to actual interest, dividends, or realized or unrealized capital gains. Income
derived from the endowments is used to support operations and programs which meet the
Organization’s mission. These endowment funds are composed of a $100,000 restricted asset
(earnings which are available for general operation or programs of the Organization) and net
assets without donor restrictions that are board-designated for specific purposes.

The Organization’s investment objective is to maximize returns through a diversified portfolio of
assets consisting of equity, fixed income and cash. The Organization’s endowment and reserve
funds are collectively managed in this diversified portfolio. The board of directors is responsible
for the approval of investment policies and for reviewing the selection of investment advisors and
investment performance. The endowment and reserve assets are invested in a manner that is
intended to produce growth and income while assuming a moderate investment risk. Annual
returns in any given year may vary from this amount. The Organization relies on an active asset
allocation strategy in which investment returns are achieved through both capital appreciation
(realized and unrealized) and current yield (interest and dividends).
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UNITED WAY OF THE LAUREL HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30,2019 and 2018

Note 6: Net Assets Without Donor Restrictions — Board Designated Endowment and Reserve Funds
(continued)

The Organization will provide distributions of up to 5% of its endowment funds based on a 5 year
moving average market value on an annual basis. The Organization expects the current spending
policy to allow its endowment funds to grow at an average rate over the long term, This is
consistent with the Organization’s objective to maintain the purchasing power of the endowment
assets held in perpetuity as well as to provide additional real growth over time through investment
return.

Endowment and reserve net assets consist of assets set aside by the Board of Directors for a
specified purpose. At June 30, 2019 and 2018, the Board of Directors has established the following
designations:

Endowment Fund

The Board of Directors designated these funds to be used to provide a way of funding projects or
programs which meets the Organization’s mission. A summary of these funds as of June 30, 2019
and 2018 is as follows:

2019 2018

Endowment fund, beginning of year $ 587258 §  603.657
Contributions/ (withdrawals) - (75,000)
Investment income:
Interest and dividends, net of fees 11,712 10,685
Net realized and unrealized gains 32,712 47.916

Total investment income 44.424 58.601
Endowment fund-total § 631.682 § 587258
Presented on the statements of financial position,
under net assets, as follows:
Net assets without donor restrictions $ 531,682 $ 487,258
Net assets with donor restrictions 100,000 100,000

§ 631,682 $ 587,258




Note 6: Net Assets Without Donor Restrictions — Board Designated Endowment and Reserve Funds

UNITED WAY OF THE LAUREL HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30,2019 and 2018

(continued)

Note 7:

Reserve Funds
Reserve established for potential future budget adjustments which may result from a request by a
member agency for an emergency allocation due to a financial crisis that may arise after the

allocation for the year has been determined; or to provide reserve funds available to cover a
downturn in receipts on pledges.

The balance of net assets designated as reserves as of June 30, 2019 and 2018 consists of the
following:

019 018

Reserve fund, beginning of year § 372761 § 352,068
Contributions/ (Withdrawals) - =
Investment income:
Interest and dividends, net of fees 6,176 4,277
Net realized and unrealized gains 15.117 16,416

Total investment income 21,293 20,693
Reserve fund, end of year $ 394054 $ 372,761

The above endowment and reserve funds are invested in a portfolio of money market, fixed income
and equity securities, which may reflect varying risks and rates of returns. The investments and
related income generated by the above funds are considered net assets without donor restrictions.
As of June 30, 2019 and 2018, the above funds are presented in investments in the statements of

financial position. Amounts are appropriated for expenditure at the discretion and approval of the
board of directors.

Net Assets With Donor Restrictions

Net assets with donor restrictions as of June 30, 2019 and 2018 consist of the pledge receivable in
the amount of $1,000,000 due to a time restriction since the pledge receivable will be used to fund
programs in future periods.

Net assets with donor restrictions also include a $100,000 cash bequest received in a prior year. In

accordance with the donor’s stipulation, the principal is restricted in perpetuity. Earnings are
available for the funding of additional allocation to Cambria County human service organizations.
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Note 8:

Note 9:

UNITED WAY OF THE LAUREL HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30,2019 and 2018

Grant Revenue

Included in administrative fee income is revenue earned on grants from the U.S. Federal
Emergency Management Agency (FEMA). This includes a two percent (2%) administrative fee
received by the Organization for sponsoring a Local Board on behalf of the Emergency Food and
Shelter National Board Program. Cambria County was selected to receive a federal grant to
supplement and extend emergency food and shelter. FEMA selected the Organization as its lead
agency to administer the grant. The Emergency Food and Shelter Committee select the shelters or
entities to receive the funding and the National Board Program distributes the grant funds directly
to these shelters or entities. Accordingly, only the administrative fee income from the National
Board Program is reflected in the financial statements of the Organization.

Retirement Plan

The Organization has a defined contribution annuity plan under Internal Revenue Code Section
403(b). All employees are eligible for participation in the plan after reaching age 21 and
completion of one year of employment. Hourly employees become eligible in the year following
the successful completion of 1,000 hours of employment in the previous year. The Organization
will match employee contributions to the plan up to a maximum of six percent (6%) of the
employee’s compensation.

Plan contributions to employee accounts amounted to $9,928 and $7.867 for the years ended June
30,2019 and 2018, respectively.

Note 10: Lease Expense

The Organization leases its office space under an operating lease with an expiration date of
September 30, 2021. The Organization is responsible for gas and electric and any abnormal
maintenance costs during the term of the lease. The monthly rent expense for the office space is
$1,375 as of June 30, 2019 and 2018. The lessor is providing a monthly in-kind contribution of
$238 that is included under campaign contributions in the statements of activities. Total rent paid
on this lease amounted to $16,494 for each of the vears ending June 30, 2019 and 2018. The lease
allows a renewal option of three years. Based on the current lease in effect, future minimum lease
payments are as follows: $16,494 in June 30, 2020; $16,494 in June 30, 2021 and $4.,124 in June
30,2022,

Note 11: Line of Credit

In September 2018, the Organization opened a line of credit with a local financial institution with a
credit limit of $150,000. The line of credit’s interest rate as of June 30, 2019 was 5.50%. The line of
credit matures in September 2020. There was no balance outstanding on the line of credit as of June
30, 2019.



UNITED WAY OF THE LAUREL HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30,2019 and 2018

Note 12: Liquidity and Availability of Resources

The Organization’s financial assets available within one year of the Statement of Financial Position
date for general expenditures are as follows as of June 30, 2019:

Cash and cash equivalents 3 274,368
Campaign pledges receivable, net 252,689
Pledges receivable 500,000
Other receivables 27.103
Investments 1.025.736

Total financial assets available within one year 2,079,896
Less:

Donor restricted endowment funds (100,000)

Amounts unavailable to management without

Board approval (925,736)

Total financial assets available within one year $ 1,054,160

As part of the Organization’s liquidity management, it has a policy to structure its financial assets to
be available as its general expenditures, liabilities, future planned program funding allocations and
other obligations come due. To help manage unanticipated liquidity needs, the Organization has
secured a line of credit of $150,000, which it could draw upon. Additionally, the Organization has
Board Designated net assets without donor restrictions that, while the Organization does not intend
to spend for these purposes other than those identified, the amounts could be made available for
current operations, if necessary.

Note 13: Calculation of Overhead Ratio

The overhead ratio as reflected below has been calculated by management using standards
prescribed by the United Way Worldwide. The following calculation is based on the
Organization’s federal form 990. The amounts as shown for the year ending June 30, 2019 are the
amounts that are anticipated to be shown in the Form 990 which had not been filed as of this year’s
audit. The overhead ratio is an efficiency ratio utilized throughout the nonprofit industry.

2019 2018
Management and general expenses $ 87,388 $ 83,729
Fundraising expense 228,839 268.566
Total Overhead Expenses $§ 316227 3 352,295
Total Revenues $ 1618065 $ 1,761,012
Overhead Ratio Percentage 19.5% 20.0%

In comparison to overall nonprofit standards, the state of Pennsylvania utilizes a 25% overhead ratio
as within its guidelines and the Better Business Bureau considers a maximum 33% overhead ratio
as adequate. The above calculation has been impacted by the employment of a grant writer by the
Organization to pursue grants on behalf of the Organization and other non-profit entities within the
Cambria and Somerset service area.



