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Report of Independent Auditors

The Board of Directors
Valley of the Sun United Way

We have audited the accompanying consolidated financial statements of Valley of the Sun United
Way, which comprise the consolidated statements of financial position as of June 30, 2021 and
2020, and the related consolidated 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 conformity with U.S. generally accepted accounting principles; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free of 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 of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

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 consolidated financial position of Valley of the Sun United Way at June 30, 2021 and 2020,
and the consolidated results of its operations and its cash flows for the years then ended, in

conformity with U.S. generally accepted accounting principles.
ém ¥ MLL?

November 16, 2021

2106-3803832 2

A member firm of Ernst & Young Global Limited



Valley of the Sun United Way

Consolidated Statements of Financial Position

Assets
Current assets:

Cash (including cash held for others of $988,600 and
$932,000 in 2021 and 2020, respectively)

Contributions receivable, less allowance for uncollectible
pledges of $1,432,800 and $1,521,000 in 2021 and

2020, respectively
Other receivables
Prepaids and other assets

Total current assets

Long-term investments

Contributions receivable, less current portion

Property and equipment, net
Other assets
Total assets

Liabilities and net assets

Current liabilities:
Allocations payable, undesignated
Allocations payable, donor-designated
Accounts payable and accrued liabilities
Refundable advances

Total current liabilities

Other long term liabilities
Total liabilities

Net assets:
Without donor restrictions:
Undesignated
Board-designated — endowments
With donor restrictions
Total net assets
Total liabilities and net assets

See accompanying notes.
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June 30

2021 2020
$ 12,471,868 $ 8,465,651
8,755,618 9,655,286
1,010,527 1,081,644
536,017 580,173
22,774,030 19,782,754
84,351,377 46,459,523
389,747 180,173
1,042,687 1,349,997
1,174,413 1,150,824
$ 109,732,254 68,923,271
7,799,852 1,449,805
5,696,563 5,793,353
7,741,242 7,519,082
3,568,536 1,168,647
24,806,193 15,930,887
673,207 648,375
25,479,400 16,579,262
24,574,396 3,719,254
43,317,435 31,200,170
16,361,023 17,424,585
84,252,854 52,344,009

$ 109,732,254 § 68923271




Valley of the Sun United Way

Consolidated Statement of Activities

Fiscal Year Ended June 30, 2021

Gross campaign results (2020/2021)
Less donor designations

Campaign revenue

Less provision for uncollectible pledges
Net campaign revenue (2020/2021)

Other net campaign results
Investment income

Grants

Government contracts

Endowment contributions
Gifts-in-kind and contributed services
Designated from other United Ways
Administrative fees

Learn United revenue

Miscellaneous income

Paycheck Protection Program revenue

Total revenue and support

Expenses:
Program services:
Gross funds awarded/distributed
Less donor designations
Net funds awarded/distributed
Other program services
Total program services

Supporting services:
Organizational administration
Fundraising

Total supporting services

Total expenses

Changes in net assets

Net assets, beginning of year
Net assets, end of year

See accompanying notes.

2106-3803832

Without With
Donor Donor
Restrictions Restrictions Total
$ 20,161,127 $ - 20,161,127
(7,688,595) — (7,688,595)
12,472,532 - 12,472,532
(756,285) — (756,285)
11,716,247 - 11,716,247
3,352,431 (1,479,604) 1,872,827
15,055,252 183,042 15,238,294
26,397,277 233,000 26,630,277
57,812,445 - 57,812,445
28,326 - 28,326
285,581 - 285,581
34,447 - 34,447
479,879 - 479,879
161,500 - 161,500
103,288 - 103,288
388,603 — 388,603
104,099,029 (1,063,562) 103,035,467
115,815,276 (1,063,562) 114,751,714
77,935,564 - 77,935,564
(7,688,595) — (7,688,595)
70,246,969 - 70,246,969
5,553,819 5,553,819
75,800,788 - 75,800,788
2,922,804 - 2,922,804
4,119,277 — 4,119,277
7,042,081 — 7,042,081
82,842,869 — 82,842,869
32,972,407 (1,063,562) 31,908,845
34,919,424 17,424,585 52,344,009
$ 67.891.831 § 16,361,023 $ 84,252,854




Valley of the Sun United Way

Consolidated Statement of Activities

Fiscal Year Ended June 30, 2020

Without With
Donor Donor
Restrictions Restrictions Total
Gross campaign results (2019/2020) $ 21,610,958 $ - $ 21,610,958
Less donor designations (8,094,578) — (8,094,578)
Campaign revenue 13,516,380 - 13,516,380
Less provision for uncollectible pledges (816,944) — (816,944)
Net campaign revenue (2019/2020) 12,699,436 - 12,699,436
Other net campaign results 2,844,058 1,708,196 4,552,254
Investment loss (370,188) (183,042) (553,230)
Grants 993,214 (151,000) 842,214
Government contracts 56,465,933 - 56,465,933
Endowment contributions 130,232 (49,524) 80,708
Gifts-in-kind and contributed services 13,603,103 - 13,603,103
Designated from other United Ways 28,791 - 28,791
Administrative fees 510,806 - 510,806
Learn United revenue 203,941 - 203,941
Miscellaneous income 137,878 - 137,878
Paycheck Protection Program revenue 1,502,830 — 1,502,830
76,050,598 1,324,630 77,375,228
Total revenue and support 88,750,034 1,324,630 90,074,664
Expenses:
Program services:
Gross funds awarded/distributed 84,704,337 - 84,704,337
Less donor designations (8,094,578) — (8,094,578)
Net funds awarded/distributed 76,609,759 - 76,609,759
Other program services 5,827,944 - 5,827,944
Total program services 82,437,703 - 82,437,703
Supporting services:
Organizational administration 3,061,978 - 3,061,978
Fundraising 4,261,467 — 4,261,467
Total supporting services 7,323,445 — 7,323,445
Total expenses 89,761,148 — 89,761,148
Changes in net assets (1,011,114) 1,324,630 313,516
Net assets, beginning of year 35,930,538 16,099,955 52,030,493

Net assets, end of year

See accompanying notes.
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§ 34919424 § 17424585 § 52,344,009



Valley of the Sun United Way

Consolidated Statement of Functional Expenses

Fiscal Year Ended June 30, 2021

Salaries
Employee benefits
Payroll taxes

Professional fees
Supplies

Telephone

Postage

Occupancy

Equipment rental and maintenance
Printing and publications
Local transportation
Travel and conferences
Local meetings

Other fees

Computer services
Advertising

Staff development
Special events
Miscellaneous
Contributed services
National dues

Depreciation

Gifts-in-kind distributed

Grants and contracts awarded/
distributed

Net funds awarded/distributed

See accompanying notes.
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Program  Organizational

Services

Supporting Services

Administration Fundraising

Total

$ 2,992,230

$ 1,471,745

$ 2,292,448

$ 6,756,423

546,837 291,121 432,464 1,270,422
219,374 107,687 171,654 498,715
3,758,441 1,870,553 2,896,566 8,525,560
374,043 149,139 69,784 592,966

21,989 4,422 2,950 29,361
69,132 29,701 51,769 150,602
2,942 1,709 2,820 7,471
463,172 207,385 350,267 1,020,824
23,074 10,535 17,540 51,149
10,792 8,015 116,685 135,492
55 50 59 164

162 140 822 1,124

894 942 1,116 2,952
18,188 68,194 13,382 99,764
321,638 148,744 113,578 583,960
131,281 151,507 126,138 408,926
6,360 11,245 30 17,635
27,681 31,943 38,238 97,862
14,638 13,378 7,658 35,674

- - 75,204 75,204
109,266 128,548 83,556 321,370
1,595,307 965,597 1,071,596 3,632,500
200,071 86,654 151,115 437,840
5,553,819 2,922,804 4,119,277 12,595,900
210,377 - - 210,377
70,036,592 — — 70,036,592
70,246,969 _ — 70,246,969
$ 75.800.788 $ 2.922.804 $ 4.119.277 $ 82.842.869




Valley of the Sun United Way

Consolidated Statement of Functional Expenses

Fiscal Year Ended June 30, 2020

Salaries
Employee benefits
Payroll taxes

Professional fees
Supplies

Telephone

Postage

Occupancy

Equipment rental and maintenance
Printing and publications
Local transportation
Travel and conferences
Local meetings

Other fees

Computer services
Advertising

Staff development
Special events
Miscellaneous
Contributed services
National dues

Depreciation

Gifts-in-kind distributed

Grants and contracts awarded/
distributed

Net funds awarded/distributed

See accompanying notes.
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Program  Organizational

Supporting Services

Services  Administration Fundraising Total
$ 3,268,153 § 1,613,989 § 2,459,646 $ 7,341,788
497,098 237,169 357,247 1,091,514
246,370 117,999 181,216 545,585
4,011,621 1,969,157 2,998,109 8,978,887
217,124 164,036 53,188 434,348
67,776 6,088 6,865 80,729
122,183 51,650 85,867 259,700
4,555 2,146 3,371 10,072
467,208 213,315 345,455 1,025,978
44,643 19,775 32,293 96,711
11,335 7,498 101,971 120,804
25,107 2,303 9,808 37,218
21,855 5,284 1,753 28,892
6,121 2,471 3,214 11,806
24,357 80,981 17,736 123,074
308,685 121,805 88,641 519,131
109,078 125,104 94,416 328,598
14,368 15,814 3,482 33,664
27,280 30,707 58,175 116,162
13,179 12,443 13,293 38,915
- — 97,942 97,942
110,628 132,977 82,143 325,748
1,595,482 994,397 1,099,613 3,689,492
220,841 98,424 163,745 483,010
5,827,944 3,061,978 4,261,467 13,151,389
13,505,161 — — 13,505,161
63,104,598 — — 63,104,598
76,609,759 — — 76,609,759
$ 82437.703 § 3,061978 § 4261467 $ 89,761,148




Valley of the Sun United Way

Consolidated Statements of Cash Flows

Fiscal Year Ended June 30
2021 2020

Operating activities
Changes in net assets $ 31,908,845 $§ 313,516
Adjustments to reconcile changes in net assets to net cash

provided by operating activities:

Depreciation 437,840 483,010
Provision for uncollectible pledges 756,285 816,944
Net unrealized (gain) loss on investments (12,536,534) 2,511,607
Changes in operating assets and liabilities:
Contributions receivable 143,383 (975,534)
Other receivables 71,117 841,094
Long-term contributions receivable (209,574) (109,467)
Prepaids and other assets 44,156 (34,404)
Other long-term assets (23,589) (35,343)
Allocations payable 6,253,257 (238,927)
Accounts payable, accrued liabilities, and
refundable advances 2,622,049 (747,800)
Other long-term liabilities 24,832 26,293
Net cash provided by operating activities 29,492,067 2,850,989
Investing activities
Gross proceeds sales of investments 12,288,734 2,995,926
Gross purchases of investments (37,644,054)  (2,842,370)
Purchases of property and equipment (130,530) (282,287)
Net cash used in investing activities (25,485,850) (128,731)
Increase in cash 4,006,217 2,722,258
Cash, beginning of year 8,465,651 5,743,393
Cash, end of year $ 12.471.868 $ 8.465.,651

See accompanying notes.
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Valley of the Sun United Way

Notes to Consolidated Financial Statements

June 30, 2021

1. Description of Business

Valley of the Sun United Way is an Arizona nonprofit organization whose mission is to improve
lives by mobilizing the caring power of its community. Valley of the Sun United Way was formed
in 1925 and has addressed Maricopa County’s most important health and human care needs for
more than 95 years. On July 1, 2016, Valley of the Sun United Way organized Learn United, a
Delaware limited liability company. Valley of the Sun United Way made an initial cash
contribution of $5,000 and is the sole owner of Learn United (collectively, the Organization).

Since 1925, Valley of the Sun United Way has unified diverse partners, donors, businesses,
nonprofits, government, and faith-based communities to build a stronger Valley for us all. Valley
of the Sun United Way belongs to our community, so we seek community input on the most
pressing issues. Then, we bring people, organizations, and companies together to proactively solve
them. Many people seek trustworthy insights and information and they want to help, but they don’t
know how. Valley of the Sun United Way makes it simple for people and organizations to be part
of the solution; to come together to create Mighty Change. Valley of the Sun United Way belongs
to our community, and our number one focus is to nimbly and effectively respond to, and develop
solutions for, our Valley’s most pressing needs. With the launch of our new five-year plan, Mighty
Change 2026 (MC2026), we unveiled bold goals in the areas of Health, Housing and
Homelessness, Education, and Workforce Development. Over the next five years, together with
nonprofit, community, regional, and corporate partners, we will work to:

» Decrease food insecurity by 50%

Increase the number of individuals with access to affordable health care by 100,000

* Reduce homelessness by 50%

* Increase third-grade reading proficiency by 25%

* Increase youth age 16-24 engaged in education and employment opportunities by 38%
* Increase preparation of individuals for a living wage job by 33%

* Increase achievement of higher paying employment by 20%

2106-3803832 9



Valley of the Sun United Way

Notes to Consolidated Financial Statements (continued)

2. Significant Accounting Policies
Basis of Consolidation

The accompanying consolidated financial statements reflect the consolidated operations of all
owned operating units of Valley of the Sun United Way and its wholly owned subsidiaries. All
significant intercompany accounts and transactions have been eliminated in consolidation.

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 the disclosure of contingent assets
and liabilities at the date of the financial statements. Estimates also affect the reported amounts of
revenue and expenses during the reporting period. Actual results could differ from these estimates.

Cash

Cash held for others is restricted and consists of cash received from donors designated for specific
nonprofit organizations.

Investments

The Organization invests excess cash in investment-grade marketable securities. Such investments
are governed by a comprehensive investment policy that details guidelines concerning investment
types, concentrations, and maturities.

Investments in equity securities with readily determinable fair values and investments in debt
securities are measured at fair value (based on quoted market prices). Investment income is
presented net of related expenses. Investment-related expenses totaled approximately $57,000 and
$50,000 in 2021 and 2020, respectively.

Investment securities are exposed to various risks, such as interest rate, market, and credit. Due to
the level of risk associated with certain investment securities, it is at least reasonably possible that
changes in the values of investment securities will occur in the near term and that such changes
could materially affect the amounts reported on the consolidated statements of financial position.

2106-3803832 10



Valley of the Sun United Way

Notes to Consolidated Financial Statements (continued)

2. Significant Accounting Policies (continued)
Concentrations of Credit Risk

Financial instruments that potentially subject the Organization to concentrations of credit risk
consist principally of cash and contributions receivable. The Organization places its cash with
federally insured institutions.

Concentrations of credit risk with respect to contributions receivable are generally limited due to
the large number of contributors comprising the Organization’s contributor base. As a result, the
Organization does not consider itself to have significant concentrations of credit risk with respect
to contributions receivable. Substantially all of the Organization’s contributions receivable are due
from companies and individuals located within Maricopa County.

Government Contracts

The First Things First (FTF) cost reimbursement contracts stem from a 2006 voter-backed
initiative in which Arizona voters imposed an 80-cent-per-pack increased tax on tobacco products,
which resulted in Arizona legislation creating programs to promote a family-centered,
comprehensive, collaborative, and high-quality early childhood system that supports the
development, health, and early education of all Arizona’s children from birth through age five.
Revenues from FTF are statutorily designated dollars earmarked to benefit Arizona children. Using
this revenue, FTF has contracted with the Organization for over ten years to leverage the
Organization’s technology and resources to administer certain statewide programs on which
agencies and community stakeholders in all Arizona regions rely. Management of this revenue is
a unique and important opportunity for the Organization to collaborate with state government,
which then benefits other nonprofits, childcare providers, families, and children located throughout
the state of Arizona. This collaboration enables FTF to fulfill its vision that all Arizona’s children
are ready to succeed in school and in life. Cost reimbursement contracts with FTF totaled
approximately $56,753,000 and $56,466,000 in 2021 and 2020, respectively.

Beginning in August 2020, Maricopa County partnered with the Organization and contracted for
administrative services related to Maricopa County’s Burial Support Program. Through this
program, Maricopa County residents may access financial assistance for burial or cremation
services at a participating licensed funeral home, due to COVID-19-related financial hardship. The
contract for service totaled $1,059,000 in 2021 and assisted 664 families.

2106-3803832 11



Valley of the Sun United Way

Notes to Consolidated Financial Statements (continued)

2. Significant Accounting Policies (continued)
Contributions Receivable

Unconditional promises to give are recorded at fair value upon receipt of a written commitment
from the donor. Multiyear pledges are recognized at their net present value using yields on U.S.
Treasury obligations of equivalent maturity dates at the time the pledge is received. Conditional
promises to give and indications of intentions to give are reported at fair value at the date the
conditions are met.

Property and Equipment

Building, equipment, and software are initially recorded at cost. Depreciation is recorded on a
straight-line basis over the following estimated useful lives:

Building improvements 5-10 years
Furniture, fixtures, and equipment 3-10 years
Software 3-5 years

Routine maintenance and repairs are charged to expense as incurred.

Net Assets

Contributions are considered to be available for unrestricted use unless specifically restricted by
the donor. Donor-specific contributions whose restrictions are met within the same year they are
received are reported as campaign revenue without donor restrictions in the accompanying
consolidated financial statements.

The Organization’s net assets without donor restrictions are reported in the following categories:

» Undesignated represents amounts available to fund future operating expenses, including
allocations payable to health and human service agencies.

» Board-designated — endowments represents amounts designated by the Board of Directors
for long-term investment purposes. The related principal amounts are not intended for
current use.

Contributions designated by the donor for a specific unrelated organization are recognized by the
Organization as reductions to campaign results and gross funds awarded/distributed.

2106-3803832 12



Valley of the Sun United Way

Notes to Consolidated Financial Statements (continued)

2. Significant Accounting Policies (continued)

Contributions that are restricted by the donor for a specific purpose or time period are reported as
campaign revenue with donor restrictions in the accompanying consolidated financial statements.
Net assets with donor restrictions also include contributions that require, by donor restriction, that
the corpus be invested in perpetuity.

In  December 2020, the Organization received a $25,000,000 unrestricted grant from
philanthropist, author, and Amazon co-founder MacKenzie Scott (National Philanthropic Trust).
The transformational gift will be deployed directly into the community over the next five years
and will provide multiyear support to help stabilize foundational community programs that have
been even more stretched because of COVID-19 — such as food bank, pantries, and emergency
shelters, and to close the digital divide. The grant will also allow the Organization to create
capacity to build deeper engagement opportunities around key issues to involve members of the
community like never before, and to invest in expanding efforts to make Diversity, Equity, Access,
and Inclusion foundational to all its work. As a result of this gift, the consolidated financial
statements at June 30, 2021, show a substantial increase to net assets without restrictions, which
will be utilized over five years as the Organization implements its MC2026 plan.

Gifts-in-Kind and Contributed Services

Donated assets and services are reflected as contributions on the accompanying consolidated
statements of activities at their estimated fair values at the date of receipt. Gifts-in-kind received
includes food, household goods, office furniture, and supplies.

Contributions of services are recognized if the services received create or enhance a nonfinancial
asset or the services require specialized skills that are provided by individuals possessing those
skills and include television, radio, print, and outdoor advertising. Such contributions are measured
at the estimated fair value of the services received. Contributed services are reflected as
unrestricted revenue and an equal amount is recorded in unrestricted organizational administration
expenses on the consolidated statements of activities, resulting in no net impact on the changes in
net assets during the year.

Many individuals volunteer their time and perform a variety of tasks that assist the Organization
in specific assistance programs, campaign solicitations, and various committee assignments. Since
the services provided in these instances do not require specialized skills, they have not been valued
or reflected on the accompanying consolidated statements of activities.

2106-3803832 13



Valley of the Sun United Way

Notes to Consolidated Financial Statements (continued)

2. Significant Accounting Policies (continued)
Fundraising Costs

All salary, overhead, and miscellaneous costs attributable to fundraising efforts are recorded as
operating expenses in the period incurred.

Advertising

Advertising costs are expensed as incurred. Advertising expense for the years ended June 30, 2021
and 2020, was approximately $409,000 and $329,000, respectively.

Administrative Fees

Fees deducted from donor-designated contributions to cover administrative costs are recorded as
administrative fees.

Allowance for Uncollectible Pledges

The allowance for uncollectible pledges is computed based upon a four-year historical average of
collection experience by contribution type, adjusted for management’s estimate of current
economic factors and using the specific identification method.

Functional Allocation of Expenses

Expenses are classified on a functional basis on the accompanying consolidated statements of
activities. Program services are those related to community investment and community initiative
activities and include the cost of certain community programs and the expenses associated with
the administration and management of these activities. Supporting services are those expenses
associated with fundraising and organizational administration.

Net funds awarded/distributed consist of funding of programmatic activities, as well as funds
distributed to health and human service organizations, all of which align with the Organization’s
community objectives.

For purposes of the consolidated statements of functional expenses, a portion of organizational

administration expenses is allocated to all program and supporting services on the basis of full-
time employee equivalents.

2106-3803832 14



Valley of the Sun United Way

Notes to Consolidated Financial Statements (continued)

2. Significant Accounting Policies (continued)
Tax Status

The Organization is a nonprofit corporation and is exempt from income taxes under Section
501(c)(3) of the Internal Revenue Code. Accordingly, a provision for income taxes has not been
included on the accompanying consolidated statements of activities.

Management is of the opinion that substantially all of the Organization’s activities are related to
its tax-exempt purpose, and no material uncertain tax positions have been identified or recorded in
the accompanying consolidated financial statements at June 30, 2021 or 2020.

Paycheck Protection Program

During fiscal year 2020, the Organization applied for and received proceeds of $1,891,433 under
the Paycheck Protection Program (PPP) established as part of the Coronavirus Aid, Relief and
Economic Security Act (CARES Act). Under the terms of the PPP, certain amounts of the loan
may be forgiven if the Organization maintains its payroll levels and the funds are used for
qualifying expenses, which include payroll, benefits, rent, and utilities. In order to obtain full or
partial forgiveness of the PPP, the Organization must request forgiveness and must provide
satisfactory documentation in accordance with applicable Small Business Administration (SBA)
guidelines. The Organization used the proceeds for purposes consistent with the PPP and received
full forgiveness of the PPP loan in May 2021. For the years ended June 30, 2021 and 2020,
$388,603 and $1,502,830, respectively, of these proceeds are recorded as revenue in the
accompanying financial statements in accordance with Accounting Standards Codification (ASC)
958-605, Not-for-Profit Entities — Revenue Recognition.

Recently Issued Accounting Pronouncements

In February 2016, the Financial Accounting Standards Board (FASB) issued Accounting
Standards Update (ASU) 2016-02, Leases (Topic 842). ASU 2016-02 requires companies that
lease assets to recognize a right-of-use asset and a lease liability, initially measured at the present
value of the lease payments, on its balance sheet. The pronouncement will also require additional
disclosures about the amount, timing, and uncertainty of cash flows arising from leases. The
provisions of ASU 2016-02 are effective for the Organization for the year ended June 30, 2023,
and early adoption is permitted. Management is currently evaluating the impact of this
pronouncement on the Organization’s consolidated financial statements.

2106-3803832 15



Valley of the Sun United Way

Notes to Consolidated Financial Statements (continued)

2. Significant Accounting Policies (continued)

In June 2018, the FASB issued ASU 2018-08, Not-for-Profit Entities (Topic 958): Clarifying the
Scope and the Accounting Guidance for Contributions Received and Contributions Made, which
assists entities in (1) evaluating whether transactions should be accounted for as contributions
(nonreciprocal transactions) within the scope of ASC 958, Not-for-Profit Entities, or as exchange
(reciprocal) transactions subject to other guidance and (2) determining whether a contribution is
conditional. ASU 2018-08 is effective for transactions in which the organization is the resource
recipient for the year ended June 30, 2020, and transactions in which the organization is the
resource provider for the year ended June 30, 2021. Management has determined the impact of
this pronouncement to be immaterial on the Organization’s consolidated financial statements.

3. Endowment Campaign

In late fiscal 2007, the Organization commenced an endowment campaign, whereby funds raised
are invested and the related investment income is used to underwrite the organizational
administration and fundraising costs of the Organization. Through June 30, 2021, the endowment
has cumulatively received unconditional pledges, net of pledges deemed to be uncollectible, to the
endowment campaign totaling $15,625,000, all of which have been collected at June 30, 2021.

The Organization is subject to the State Prudent Management of Institutional Funds Act (SPMIFA)
and, thus, classifies amounts in its donor-restricted endowment funds as net assets with donor
restrictions because those net assets are restricted by the donor for a specific purpose that must be
met before reclassifying those net assets to net assets without donor restrictions. Most of those net
assets also are subject to purpose restrictions that must be met before reclassifying those net assets
to net assets without donor restrictions. The Board of Directors of the Organization has interpreted
SPMIFA as not requiring the maintenance of purchasing power of the original gift amount
contributed to an endowment fund, unless a donor stipulates the contrary.

As a result of this interpretation, when reviewing its donor-restricted endowment funds, the
Organization considers a fund to be underwater if the fair value of the fund is less than the sum of
(a) the original value of initial and subsequent gift amounts donated to the fund and (b) any
accumulations to the fund that are required to be maintained in perpetuity in accordance with the
direction of the applicable donor gift instrument. The Organization has interpreted SPMIFA to
permit spending from underwater funds in accordance with the prudent measures required under
the law.
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Valley of the Sun United Way

Notes to Consolidated Financial Statements (continued)

3. Endowment Campaign (continued)

The endowment investments are recorded within long-term investments on the Organization’s
consolidated statement of financial position.

In accordance with SPMIFA, the Organization considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

(1) The duration and preservation of the fund

(2) The purposes of the Organization and the donor-restricted endowment fund
(3) General economic conditions

(4) The possible effects of inflation and deflation

(5) The expected total return from income and the appreciation of investments
(6) Other resources of the Organization

(7) The investment policies of the Organization

The Organization has adopted investment and spending policies for endowment assets that attempt
to provide a predictable stream of funding, while seeking to maintain the purchasing power of the
endowment assets. Endowment assets include those assets of donor-restricted funds that the
Organization must hold in perpetuity or that the Board of Directors has designated as endowment
assets. Under this policy, as approved by the Board of Directors, the endowment assets are invested
in a manner that is intended to produce a target annual rate of return greater than the Consumer
Price Index plus 4.5%, over a full market cycle (defined over a five-year moving period) without
exceeding a standard deviation of 1.2 times a weighted benchmark index. The benchmark index
comprises each asset class index weighted by its target allocation. Actual returns in any given year
may vary from this amount.

To satisfy its long-term rate-of-return objectives, the Organization relies on a total return strategy
in which investment returns are achieved through both capital appreciation (realized and
unrealized) and current yield (interest and dividends). The Organization targets a diversified asset
allocation that places a greater emphasis on equity-based and fixed-income investments to achieve
its long-term objectives within prudent risk constraints. Over the long term, the Organization
expects its endowment to grow at an average of the long-term rate of inflation. The Organization’s
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Valley of the Sun United Way

Notes to Consolidated Financial Statements (continued)

3. Endowment Campaign (continued)

objectives are to maintain the purchasing power of the endowment assets held in perpetuity or for
a specific term, as well as to provide additional real growth through new gifts and investment
return. The investment income related to the endowment net assets with donor restrictions are not
restricted; however, the Board of Directors has designated earnings be added to the board-
designated endowment and, thus, reflected as a transfer to net assets without donor restrictions.

At June 30, 2021, the endowment net asset composition by type of fund consisted of the following:

Without Donor With Donor

Restrictions  Restrictions Total
Board-designated $ 43,317,435 $ - $ 43,317,435
Donor-designated — 15,625,001 15,625,001
Total funds $ 43,317,435 $ 15,625,001 $ 58,942,436

Changes in endowment net assets for the year ended June 30, 2021, consisted of the following:

Without Donor With Donor
Restrictions  Restrictions Total

Endowment net assets, beginning of year $ 31,200,170 $ 15,441,959 $ 46,642,129
Investment return:

Interest and dividends 920,278 455,476 1,375,754
Net realized and unrealized gains 8,791,528 4,351,207 13,142,735
Total investment gains 9,711,806 4,806,683 14,518,489
Endowment net assets, subtotal 40,911,976 20,248,642 61,160,618
Transfers, contributions, and other 4,651,967 (4,623,641) 28,326
Appropriation of endowment assets
for expenditure (2,246,508) (2,246,508)
Endowment net assets, end of year $ 43,317,435 $ 15,625, 001 $ 58,942,436
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Valley of the Sun United Way

Notes to Consolidated Financial Statements (continued)

3. Endowment Campaign (continued)
At June 30, 2020, the endowment net asset composition by type of fund consisted of the following:

Without Donor With Donor

Restrictions  Restrictions Total
Board-designated $ 31,200,170 $ - $ 31,200,170
Donor-designated — 15,441,959 15,441,959
Total funds $ 31,200,170 $ 15,441,959 $ 46,642,129

Changes in endowment net assets for the year ended June 30, 2020, consisted of the following:

Without Donor With Donor
Restrictions  Restrictions Total

Endowment net assets, beginning of year $ 33,592,729 $ 15,674,525 $ 49,267,254
Investment return:

Interest and dividends 903,952 421,788 1,325,740
Net realized and unrealized losses (1,296,236) (604,830) (1,901,066)
Total investment loss (392,284) (183,042) (575,326)
Endowment net assets, subtotal 33,200,445 15,491,483 48,691,928
Transfers, contributions, and other 130,232 (49,524) 80,708
Appropriation of endowment assets
for expenditure (2,130,507) - (2,130,507)
Endowment net assets, end of year $ 31,200,170 $ 15441959 $ 46,642,129
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Valley of the Sun United Way

Notes to Consolidated Financial Statements (continued)

4. Contributions Receivable

Contributions receivable as of June 30 are as follows:

2021 2020
Less than one year $ 10,188,371 $ 11,177,103
More than one year 391,000 185,000
10,579,371 11,362,103
Allowance for uncollectible pledges (1,432,753) (1,521,817)
Discount (.16% to 1.61%) (1,253) (4,827)
9,145,365 9,835,459
Less current portion (8,755,618) (9,655,286)

$ 389,747 ' $ 180,173

5. Fair Value Measurements

The Organization uses a three-tier fair value hierarchy that prioritizes the inputs used in measuring
fair value as follows:

» Level 1: Pricing is based on observable inputs for identical instruments, such as quoted
prices in active markets.

» Level 2: Pricing inputs are based on quoted prices for similar instruments in active markets,
quoted prices for identical or similar instruments in markets that are not active, and model-
based valuation techniques for which all significant assumptions are observable in the
market or can be corroborated by observable market data for substantially the full term of
the assets.

» Level 3: Pricing inputs are generally unobservable and include situations where there is
little, if any, market activity for the investment. The inputs into the determination of fair
value require management’s judgment or estimates, based on assumptions that market
participants would use in pricing the assets or liabilities. The fair values are therefore
determined using factors that involve considerable judgment and interpretations, including,
but not limited to, private and public comparables, third-party appraisals, discounted cash
flow models, and fund manager estimates.
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Valley of the Sun United Way

Notes to Consolidated Financial Statements (continued)

5. Fair Value Measurements (continued)

Assets measured at fair value are based on one or more of three valuation techniques
described below.

(a) Market approach. Prices and other relevant information generated by market transactions
involving identical or comparable assets or liabilities.

(b) Cost approach. Amount that would be required to replace the service capacity of an asset
(replacement cost).

(c) Income approach. Techniques to convert future amounts to a single present amount based
on market expectations (including present value techniques, option pricing, and excess
earnings models).

All of the Organization’s investments as of and for the years ended June 30, 2021 and 2020, are
considered Level 1 and were valued using the market approach.

6. Investments

Investments, measured at fair value, consist of the following as of June 30:

2021 2020
Mutual funds:
Bond funds $ 8,105,090 $ 7,975,581
Equity funds 48,584,510 38,483,942
Exchange-traded funds 27,661,776 -
Long-term investments $ 84,351,376 $ 46,459,523

Investment income consists of the following for the years ended June 30:

2021 2020
Interest and dividends $ 1572906 $ 1,339,946
Realized gains 1,128,854 618,431
Unrealized gains (losses) 12,536,534 (2,511,607)

$ 15,238,294 $§  (553,230)
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Valley of the Sun United Way

Notes to Consolidated Financial Statements (continued)

7. Property and Equipment

Property and equipment consisted of the following as of June 30:

2021 2020
Building improvements $ 287,492 3 287,492
Furniture, fixtures, and equipment 2,140,009 2,050,633
Software 872,328 838,338

3,299,829 3,176,463
Less accumulated depreciation (2,257,142) (1,826,466)

$ 1,042,687 $ 1,349,997

8. Retirement Plan

The Organization has a defined contribution 403(b) Thrift Plan for its employees (the Thrift Plan).
Eligible participants can elect to contribute up to 100% of their pretax annual compensation, as
defined by the Thrift Plan, and are subject to the annual limits of the Internal Revenue Code. The
Thrift Plan also allows for employer-matching contributions equal to 75% of the first 6% of the
salary reduction amount contributed by the employee, which vests 25% at the end of each year for
four years. For the years ended June 30, 2021 and 2020, the Organization’s contributions totaled
approximately $224,000 and $229,000, respectively.

9. Related-Party Transactions

Volunteers from the local business community are relied upon to serve on the Board of Directors,
on committees, and in other key positions within the Organization. Many of the volunteers make
significant contributions through their involvement and assistance with fundraising campaigns on
behalf of the Organization. Pledges from Board of Directors members totaled approximately
$324,000 and $430,000 in 2021 and 2020, respectively.
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Notes to Consolidated Financial Statements (continued)

10. Commitments and Contingencies
Operating Leases

In July 2014, the Organization entered into an 11-year noncancelable operating lease agreement
for its corporate offices in Phoenix, Arizona. The lease is subject to rent holidays and rent
increases, and the Organization recognizes rent expense on a straight-line basis over the lease
period. In addition, incentives were granted, including discounted rental payments. As such, these
allowances have been recorded as deferred rent and these items are being recognized as
adjustments to rental expense on a straight-line basis over the term of the lease. Base lease expense
for both fiscal years ended June 30, 2021 and 2020, amounted to $793,000, not including parking,
taxes, or common area maintenance expenses.

Minimum lease commitments at June 30, 2021, are as follows:

Fiscal year:

2022 $ 919,935
2023 936,338
2024 952,677
2025 967,010
2026 402,921

$ 4,178,881

11. Liquidity

Financial assets available for general expenditure within one year of the balance sheet date, consist
of the following for the years ended June 30:

2021 2020
Cash $ 12,471,868 $ 8,465,651
Contributions receivable, net 8,755,618 9,655,286
Other receivables 1,010,527 1,081,644

$ 22,238,013 $ 19,202,581

The Organization has the ability to structure its financial assets to be available as its general
expenditures and other obligations come due. The Organization also maintains a $1,000,000 line
of credit. As of June 30, 2021, $1,000,000 remained available on the line of credit.
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Valley of the Sun United Way

Notes to Consolidated Financial Statements (continued)

12. Learn United LLC

The Organization organized Learn United LLC (Learn United), a Delaware limited liability
company, on July 1, 2016. As an initial contribution to the capital of Learn United, the
Organization made a $5,000 cash investment. Because Learn United is a single-member LLC
whose sole owner is the Organization, Learn United benefits from the rights and privileges
associated with the Organization’s tax-exempt (nonprofit) status. Learn United’s purpose is to
conduct the business activity of the VELLO program, which includes building collaborative
agreements with local United Ways and vendors to run the VELLO program, and to create a
streamlined process for multistate partnerships and to operate across the United Way system. The
VELLO program and its components are consistent with the Organization’s charitable mission and
area of focus to ensure kids succeed.

Learn United maintains its own books and records, financial statements, bank accounts, etc. and
enters into contracts in its own legal name, but its assets and results of operations are consolidated
into the Organization’s consolidated financial statements as a result of the Organization’s
ownership interest in Learn United. All significant intercompany transactions are eliminated. For
the year ended June 30, 2021, Learn United received $279,000 in revenue and had expenses
totaling $360,000 resulting in a net loss of $81,000. Comparatively, for the year ended June 30,
2020, Learn United received $347,000 in revenue and had expenses totaling $373,000 resulting in
a net loss of $26,000.

13. Subsequent Events

The Organization has evaluated events subsequent to June 30, 2021, to assess the need for potential
recognition or disclosure in the accompanying consolidated financial statements. Such events were
evaluated through November 16, 2021, the date these consolidated financial statements were
available to be issued. Based upon this evaluation, it was determined that no subsequent events
occurred that require recognition or additional disclosure in the accompanying consolidated
financial statements.
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