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WEST RHODE & ROBERTS

INDEPENDENT AUDITOR'S REPORT ON THE FINANCIAL STATEMENTS

Board of Trustees
Catholic Community Foundation of San Diego
San Diego, California

We have audited the accompanying financial statements of Catholic Community Foundation of San Diego
(the Foundation), which comprise the statement of financial position as of December 31, 2018, and the
related statements of activities and cash flows for the year 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 audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’'s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risks 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 principles 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 the Foundation as of December 31, 2018, and the changes in its net assets and its cash flows for

the year then ended in accordance with accounting principles generally accepted in the United States of
America.
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Board of Trustees
Catholic Community Foundation of San Diego
Page 2

Report on Summarized Comparative Information

We have previously audited Catholic Community Foundation of San Diego’s December 31, 2017, financial
statements, and we expressed an unmodified opinion on those audited financial statements in our report
dated May 29, 2018. In our opinion, the summarized comparative information presented herein as of and for

the year ended December 31, 2017, is consistent, in all material respects, with the audited financial
statements from which it has been derived.
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WEST RHODE & ROBERTS

San Diego, California
June 5,2019



CATHOLIC COMMUNITY FOUNDATION OF SAN DIEGO

STATEMENT OF FINANCIAL POSITION
December 31, 2018
(With Summarized Financial Information for December 31, 2017)

2017
2018 (Note 8)
ASSETS
Cash and cash equivalents 1,076,298 1,198,502
Deposits and prepaid expenses 13,846 13,410
Long-term investments 49,166,814 40,791,754
Total assets 50,256,958 42,003,666
LIABILITIES AND NET ASSETS
Liabilities:
Accounts payable and accrued expenses 56,017 47,853
Deposits held for others 46,923,981 39,466,397
46,979,998 39,514,250
Net assets:
Without donor restrictions 2,090,894 1,595,999
With donor restrictions 1,186,066 893,417
Total net assets 3,276,960 2,489,416
Total liabilities and net assets 50,256,958 42,003,666

See Notes to Financial Statements.
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CATHOLIC COMMUNITY FOUNDATION OF SAN DIEGO

STATEMENT OF ACTIVITIES
Year Ended December 31, 2018

(With Summarized Financial Information for the Year Ended December 31, 2017)

Operating Activities

SUPPORT AND REVENUE
Contributions and bequests
Management fee income
In-kind donations
Interfund transfers
Net assets released from restriction

Total operating support and revenue

EXPENSES
Program services:
Social service grants
Program services
Total program services

Support services:

Operating and administrative
Development and fundraising
Total supporting services

Total operating expenses

Operating excess

Nonoperating activities
Investment income, net
Net realized and unrealized losses
Total nonoperating activities

Change in net assets
NET ASSETS AT BEGINNING OF YEAR
NET ASSETS AT END OF YEAR

Without Donor ~ With Donor 2018 2017

Restrictions ~ Restrictions Total (Note 8)
$ 1212750 $ 286,922 1,499,672 $ 1,212,395
346,442 - 346,442 245,701
12,518 - 12,518 17,695
(91,000) 91,000 - -
10,028 (10,028) - -
1,490,738 367,894 1,858,632 1,475,791
470,338 - 470,338 128,817
97,836 - 97,836 88,540
568,174 - 568,174 217,357
209,704 - 209,704 256,318
140,405 - 140,405 92,675
350,109 - 350,109 348,993
918,283 - 918,283 566,350
572,455 367,894 940,349 909,441
23,886 22,358 46,244 22,018
(101,446) (97,603) (199,049) 151,657
(77,560) (75,245) (152,805) 173,675
494,895 292,649 787,544 1,083,116
1,595,999 893,417 2,489,416 1,406,300

$ 2090894 §

1,186,066 $ 3276960 $§ 2,489,416

See Notes to Financial Statements.
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CATHOLIC COMMUNITY FOUNDATION OF SAN DIEGO

STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2018
(With Summarized Financial Information for the Year Ended December 31, 2017)

Supporting Services

Program 2018 2017

Services Management Fundraising Total (Note 8)
Salaries S 65984 $ 78,378 § 88,005 S 232367 S 195616
Payroll taxes and employee benefits 11,899 18,901 21,850 52,650 53,610
77,883 97,279 109,855 285,017 249,226
Grants 470,338 - - 470,338 128,817
Contract services - 42,701 4,745 47,446 69,773
Professional fees - 22,719 - 22,719 20,319
Software license and maintenance 2,238 17,904 2,238 22,380 42,515
Outreach 3,731 6,300 3,742 13,773 4,243
Travel & Conferences 712 8,027 4,081 12,820 8,791
Subscriptions & memberships 4,510 1,533 6,577 12,620 8,605
Occupancy 3,555 4222 4,741 12,518 17,695
Printing and postage 2,060 2,277 2,368 6,705 2,999
Website development 2,942 895 895 4,732 220
Office supplies 205 3,666 300 4,171 10,190
Bank fees - 1,168 750 1,918 1,110
Board expenses - 1,013 113 1,126 1,847
$ 568,174 S 209,704 $ 140,405 $ 918283 $ 566,350

See Notes to Financial Statements. Page 5



CATHOLIC COMMUNITY FOUNDATION OF SAN DIEGO

STATEMENT OF CASH FLOWS
Year Ended December 31, 2018
(With Summarized Financial Information for the Year Ended December 31, 2017)

2017
2018 (Note 8)

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets S 787,544 $ 1,083,116
Adjustment to reconcile change in net assets
to net cash provided by operating activities:

Net realized/unrealized loss (gain) on investments 199,049 (151,657)
Contributions restricted for endowments (286,922) (248,458)
Contributed stock (211,165) (72,469)
Change in operating assets and liabilities:

Deposits and prepaid expenses (436) 20,102
Accounts payable and accrued expenses 8,164 (467,291)
Deposits held for others 7,457,584 12,332,349
Net cash provided by operating activities 7,953,818 12,495,692

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of investments 92,216,057 65,205,522
Net purchase of long-term investments (100,579,001)  (78,027,103)
Net cash used in investing activities (8,362,944) (12,821,581)

CASH FLOWS FROM FINANCING ACTIVITIES
Contributions restricted for endowments 286,922 248,458
Net cash provided by financing activities 286,922 248,458
Change in cash and cash equivalents (122,204) (77,4317)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 1,198,502 1,275,933
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 1,076,298 $§ 1,198,502

SUPPLEMENTAL SCHEDULE OF CASH FLOW INFORMATION
Net investment (loss) income - deposits held for others $ (2,750,186) § 4,051,734

See Notes to Financial Statements. Page 6



CATHOLIC COMMUNITY FOUNDATION OF SAN DIEGO
NOTES TO FINANCIAL STATEMENTS

Note 1. Organization and Significant Accounting Policies

Organization and Activities

Catholic Community Foundation of San Diego’s (the Foundation) mission is to receive, manage, safeguard
and grow the investments that are provided to them while supporting organizations that are approved by the
donors and are carrying out the greater mission of the Catholic faith.

The Foundation is an autonomous pious foundation formed under canon law and is a tax-exempt nonprofit
under civil law. The Foundation is independent from the Diocese of San Diego and has its own Board of
Trustees.

All of the funds invested with Catholic Community Foundation of San Diego are invested consistent with the
Catholic Values Investing (CVI) standards that are set by the United States Conference of Catholic Bishops.
This means that the assets donated to the Foundation will be managed and invested responsibly. All grants
from the Foundation must be provided to responsible 501(c)(3) organizations whose mission and values are
not inconsistent with the Catholic faith.

Significant Accounting Policies

Method of Accounting — The accompanying financial statements have been prepared in accordance with the
accrual method of accounting.

Basis of Presentation — The Foundation’s records are maintained using fund accounting. This system of
accounting classifies resources into funds according to their nature and purpose. The financial statements
of the Foundation have been prepared in accordance with U.S. generally accepted accounting principles ("US
GAAP"), which require the Foundation to report information regarding its financial position and activities
according to the following net asset classifications:

Net assets without donor restrictions: Net assets that are not subject to donor-imposed restrictions and
may be expended for any purpose in performing the primary objectives of the organization. These net
assets are available for various activities including:

e Amounts available for the support of the Foundation's operational functions and to support
community activities at the discretion of the Board of Trustees.

e Donor-advised funds represent amounts for which grant recommendations of the respective
donors are accepted for consideration, subject to final approval by the Foundation's Board of
Trustees. The Foundation’s by-laws and donor agreements give variance power, which under
certain unanticipated circumstances, allows for redirection of funds.

e Donor-designated funds represent amounts for which grant recommendations are specific to one
organization, subject to final approval by the Foundation's Board of Trustees. The Foundation’s
by-laws and donor agreements give variance power, which under certain unanticipated
circumstances, allows for redirection of funds.

Net assets with donor restrictions: Net assets subject to stipulations imposed by donors, and grantors.
Some donor restrictions are temporary in nature; those restrictions will be met by actions of the
Foundation or by the passage of time. Other donor restrictions are perpetual in nature, where by the donor
has stipulated the funds be maintained in perpetuity. The Foundation treats donor-advised endowments
as put in restriction. However the Foundation by-laws and donor agreements gives variance power, which
under certain unanticipated circumstances allows for redirection of funds.
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CATHOLIC COMMUNITY FOUNDATION OF SAN DIEGO
NOTES TO FINANCIAL STATEMENTS

Donor restricted contributions are reported as increases in net assets with donor restrictions. When a
restriction expires, net assets are reclassified from net assets with donor restrictions to net assets without
donor restrictions in the statement of activities.

Measure of Operations — The statements of activities reports all changes in net assets, including changes in
net assets from operating and nonoperating activities. Operating activities consist of those items attributable
to the Foundation’s ongoing programs. Nonoperating activities are limited to resources that generate return
from long-term investments and other activities of a nonrecurring nature.

Revenue Recognition

Contributions and Bequests - Contributions are recognized as revenue when they are received or
unconditionally pledged. The Foundation reports contributions as restricted if they are received with donor
stipulations as to the use of the donated assets. When a donor restriction expires, that is, when a stipulated
time restriction ends or purpose restriction is accomplished, net assets with donor restrictions are
reclassified as net assets without donor restrictions and reported in the Statement of Activities as net assets
released from restrictions. Contributions with donor restrictions requiring the principal gift to be held in
perpetuity are reported as endowment funds. The income earned from such assets is generally considered
as purpose restricted.

Cash and Cash Equivalents — Cash equivalents are highly liquid debt instruments with original maturities of
three months or less.

Long-term Investments — Investments are made in accordance with investment policies adopted by the
Foundation’s Board. Investments in marketable securities with readily determinable fair values and all
investments in debt securities are reported at their fair values in the statement of financial position.
Unrealized gains and losses are included in the change in net assets in the accompanying statement of
activities.

Grants Payable — Unconditional grants are recognized as an expense when they have been approved by the
Board of Trustees.

Deposits Held for Others — The Foundation accepts funds and contributions as an agent of unrelated
nonprofit organizations, primarily parishes and schools, which are not reflected in the Foundation's statement
of activities. The amounts are recorded as assets and offsetting liabilities on the statement of financial
position. The assets are invested in the investment pool offered by the Foundation.

Management Fees — Custodian, investment and management fees are recognized in the fiscal year in which
they occur. Third party investment and custodian fees are netted with investment income on the
accompanying statement of activities.

Risks and Uncertainties — The Foundation invests in various types of investment securities which are
exposed to various risks, such as interest rate, market, and credit risks. 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 such changes could materially affect the amounts reported in the
statement of financial position.
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CATHOLIC COMMUNITY FOUNDATION OF SAN DIEGO
NOTES TO FINANCIAL STATEMENTS

In-Kind Donations — Significant donated investments are recorded at the estimated fair value at the date of
receipt. Contributed services and rent are recorded at the fair value at the date the contributed services and
rent are received. For the year ended December 31, 2018 the Foundation has recognized $12,518 in
contributed services and rent.

Functional Allocation of Expenses — The statement of functional expenses presents expense by function and
natural classification. Expenses directly attributable to a specific functional area of the Foundation are
reported as expenses of those functional areas. A portion of costs that benefit multiple functional areas
(indirect costs) have been allocated across programs and supporting services based on the full-time
employee equivalents of a programs or supporting service.

Use of Estimates — The preparation of financial statements in conformity with U.S. generally accepted
accounting principles 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.

Income Taxes — The Foundation is exempt from income taxes under Section 501(c)(3) of the Internal Revenue
Code and Section 23701 (d) of the State Revenue and Taxation Code. The Financial Accounting Standards
Board (FASB) issued Accounting Standards Codification (ASC) No. 740-10, Accounting for Uncertainties in
Income Tax, which sets a minimum threshold for financial statement recognition of the benefit of a tax
position taken or expected to be taken in a tax return. The Foundation has reviewed its positions for all open
tax years and has determined that it has no uncertain tax positions requiring accrual or disclosure.

New Accounting Pronouncement — In August 2016, the Financial Accounting Standards Board (FASB) issued
ASU 2016-14, Not-for-Profit Entities (Topic 958) — Presentation of Financial Statements of Not-for-Profit
Entities. This ASU amends the current nonprofit reporting model and enhances nonprofit organizations
required disclosures. The ASU addresses the complexity and understandability of net asset classification,
deficiencies in information about liquidity and availability of resources, and the lack of consistency in the type
of information provided about expenses and investment return. The Foundation has adjusted the
presentation of these statements accordingly. The ASU has been applied retrospectively to all periods
presented.

Subsequent Events — Subsequent events are events or transactions that occur after the statement of financial
position date but before financial statements are available to be issued. The Foundation recognizes in the
financial statements the effects of all subsequent events that provide additional evidence about conditions
that existed at that date, including the estimates inherent in the process of preparing financial statements.
The Foundation's financial statements do not recognize subsequent events that provide evidence about
conditions that did not exist at the date of the statement of financial position, but arose after that date and
before the financial statements are available to be issued.

The Foundation has evaluated subsequent events through June 5, 2019, which is the date the financial
statements are available for issuance, and concluded that there were no events or transactions that needed
to be disclosed.
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CATHOLIC COMMUNITY FOUNDATION OF SAN DIEGO
NOTES TO FINANCIAL STATEMENTS

Note 2. Liquidity and Availability of Resources

The Foundation’s financial assets available within one year of the statement of financial position date for
general expenditure are as follows:

Cash and cash equivalents S 1,076,298
Deposits and prepaid expenses 13,846
Long-term investments 49,166,814
Total financial assets available within one year 90,256,958
Less:

Amounts unavailable for general expenditures
within one year due to:

Restricted by donors in perpetuity (1,186,066)
Deposits held for others (46,923,981)
Total amounts unavailable for general expenditures

within one year (48,110,047)

Total financial assets available to management
for general expenditure within one year $ 2,146,911

The Foundation maintains a policy of structuring its financial assets to be available as its general
expenditures, liabilities, and other obligations come due.

Note 3. Fair Value Measurements

Due to the short-term nature of cash equivalents, deposits and prepaid expenses, accounts payable and
grants payable, fair value approximates carrying value. In accordance with Financial Accounting Standards
Board Codification No. 820 (FASB ASC 820), fair value is defined as the price that the Foundation would
receive upon selling an asset or transferring a liability in an orderly transaction to an independent buyer in the
principal or most advantageous market of the asset.

FASB ASC 820 establishes a three-tier hierarchy which requires an entity to maximize the use of observable
inputs and minimize the use of unobservable inputs and to establish the classification of fair value
measurements for disclosure purposes. Inputs refer broadly to the assumptions that market participants
would use in pricing the asset or liability, including assumptions about risk. Inputs may be observable or
unobservable. Observable inputs are inputs that reflect the assumptions market participants would use in
pricing the asset or liability developed based on market data obtained from sources independent of the
reporting entity. Unobservable inputs are inputs that reflect the reporting entity’'s own assumptions about the
assumptions market participants would use in pricing the asset or liability developed based on the best
information available:

Level 1: Quoted prices of identical assets or liabilities in active markets that the Foundation has the ability
to access as of the measurement date.

Level 2: Significant other observable inputs other than Level 1 prices, such as quoted prices for similar
assets or liabilities, quoted prices in markets that are not active, and other inputs that are observable or
can be corroborated by observable market data.

Level 3: Significant unobservable inputs that reflect the Foundation’s own assumptions about the
assumptions that market participants would use in pricing an asset or liability.

The Foundation's statement of financial position includes investments which have been considered Level 1
assets and are reported at fair value based on quoted prices in active markets for identical assets at the
measurement date.
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CATHOLIC COMMUNITY FOUNDATION OF SAN DIEGO
NOTES TO FINANCIAL STATEMENTS

The fair value of a financial instrument is 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 is best
determined based upon quoted market prices. All of the Foundation’s investments are based upon the quoted
market prices at December 31, 2018.

The management of the Foundation is responsible for making the fair value measurements and disclosures
in the financial statements. As part of fulfilling this responsibility, the management of the Foundation has
established an accounting and financial reporting process for determining the fair value measurements and
disclosures, which identifies and adequately supports the valuation methods and assumptions used and
ensures that the presentation of the fair value measurement is in accordance with GAAP.

Note 4. Long-term Investments

Long-term investments at December 31, 2018, consist of:

Market Cost
Collective investment funds $ 10,859,369 $ 12,373,087
Mutual funds - fixed income 9,350,090 9,453,254
Partnerships/joint ventures 6,725,705 7,731,108
Mutual funds - balanced 5,674,677 6,125,069
Corporate issues 3,740,386 3,854,936
US Government issues 3,712,739 3,723,240
Mutual funds - equity 3,679,492 3,965,049
Domestic common stocks 3,368,764 3,586,393
Foreign issues 734,384 775,573
Cash and cash equivalents 669,835 669,835
Fixed income 329,814 329,563
Foreign stocks 300,223 322,346
Mutual funds - general 21,336 21,973

§ 49,166,814 § 52,931,426

Summary of investment returns — the following schedule summarizes the return on total investments and the
amounts allocated to funds held for others and the amounts reported on the statement of activities:

Less allocated Reported on

Total to funds held statement of

return for others activities
Net realized/unrealized loss on investments $ (3,983,634) § (3,784,585) $  (199,049)
Interest, dividends and other income 1,244,410 1,190,931 53,479
Less investment fees (163,767) (156,532) (7,235)

$§ (2902,991) $§ (2,750,186) § (152,805)

Note 5. Net Assets with Donor Restrictions

Net assets with donor restrictions consists of $1,186,066 for the benefit of the Foundation’s philanthropic
purposes.

Note 6. Endowments
The Foundation’s endowment portfolio consists of 59 individual funds. The other funds are set up as donor

advised, agency, and discretionary endowments. The endowment includes only donor-restricted endowment
funds. As required by GAAP, net assets associated with endowment funds are classified based on the
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CATHOLIC COMMUNITY FOUNDATION OF SAN DIEGO
NOTES TO FINANCIAL STATEMENTS

existence or absence of donor imposed restrictions. Net assets were released from donor restrictions by
incurring expenses satisfying the restricted purposes or by occurrence of other events specified by donors.

Interpretation of Relevant Law — The Board of Trustees of the Foundation has interpreted the Uniform
Prudent Management of Institutional Funds Act (UPMIFA) as requiring the preservation of the fair value of
the original gift as of the gift date of the donor-restricted endowment funds absent explicit donor stipulations
to the contrary. As a result of this interpretation, the Foundation classifies as permanently restricted net
assets (a) the original value of gifts donated to the permanent endowment, (b) the original value of
subsequent gifts to the permanent endowment, and (c) accumulations to the permanent endowment made
in accordance with the direction of the applicable donor gift instrument at the time the accumulation is added
to the fund.

The remaining portion of the donor-restricted endowment fund that is not classified in permanently restricted
net assets are classified as temporarily restricted net assets until those amounts are appropriated for
expenditure by the Foundation in a manner consistent with the standard of prudence prescribed by UPMIFA.

Endowment Investment and Spending Policies — The Foundation has adopted investment and spending
policies for endowment assets that attempt to provide a predictable stream of funding to programs supported
by its endowment while seeking to maintain the purchasing power of the endowment assets. The Foundation
expects its endowment funds, over time, to provide an average rate of return of approximately 6.5% annually.
Actual returns in any given year may vary from this amount.

To satisfy its long-term rate-of-return objectives, the Foundation 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 Foundation targets a diversified asset allocation that places a greater emphasis
on equity-based investments to achieve its long-term return objectives within prudent risk constraints.

The Foundation's spending policy is approved by the board each year. For the year ended December 31, 2018,
the amount to be distributed was equal to 4% of the total market value based upon a two year rolling average
of the fund balance, this amount is internally transferred to the available to spend balance in the fund.
Distributions can be requested by the fund advisor.

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 UPMIFA requires the Foundation to
retain as a fund of perpetual duration.

Donor-restricted endowment net asset composition as of December 31, 2018, is as follows:

Endowment net assets, beginning of year $ 893,417

Investment return:

Investment income 22,358
Net appreciation (realized and unrealized) (97,603)
Total investment return (75,245)
Distribution (10,028)
Contributions 286,922
Contributions from donor advised fund 91,000
Endowment net assets, end of year § 1,186,066

Note 7. Concentration of Credit Risk

The Foundation maintains cash in a bank that is in excess of the insurance limit provided by the Federal
Deposit Insurance Corporation.
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CATHOLIC COMMUNITY FOUNDATION OF SAN DIEGO
NOTES TO FINANCIAL STATEMENTS

In addition, the Foundation invests in various investment securities, including U.S. government securities,
corporate debt instruments, mutual funds, and longer term certificates of deposit up to 12 months in duration.
Investment securities, in general, are subject to various risks, such as interest rate, credit, and overall market
volatility. Due to the level of risk associated with certain investment securities, it is reasonably possible that
changes in the values of investment securities will occur in the near term and that such change could
materially affect amounts reported on the financial statements.

Note 8. December 31, 2017 Financial Information

The prior year summarized financial information is for comparative purposes only. The prior year information
is presented in the financial statements in total, but not by asset class as required by GAAP. The summarized
financial information was derived from the Foundation’s December 31, 2017 financial statements.
Accordingly, the summarized information should be read in conjunction with the Foundation’s complete
financial statements for the year ended December 31, 2017.

Certain prior year amounts have been reclassified to conform to the current year's financial statement
presentation. These reclassifications had not effect on the change in net assets.
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