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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
The Catholic Community Foundation
San Jose, California

Opinion

We have audited the accompanying financial statements of The Catholic Community Foundation (a
nonprofit organization), which comprise the statements of financial position as of December 31, 2021
and 2020, and the related statements of activities, functional expenses, and cash flows for the years
then ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of The Catholic Community Foundation as of December 31, 2021 and 2020, 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.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of The Catholic Community Foundation and to meet our other ethical responsibilities in
accordance with the relevant ethical requirements relating to our audits. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about The Catholic Community
Foundation’s ability to continue as a going concern within one year after the date that the financial
statements are available to be issued.



To the Board of Directors
The Catholic Community Foundation

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with generally accepted auditing standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Catholic Community Foundation’s internal control.
Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about The Catholic Community Foundation’s ability to continue as
a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,

the planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.

Delucchiv Hawn, LLP

San Jose, California
August 11, 2022



THE CATHOLIC COMMUNITY FOUNDATION

STATEMENTS OF FINANCIAL POSITION

Assets
December 31,
2021 2020
Cash and cash equivalents $ 629,039 $ 693,143
Investments 130,645,373 95,017,047
Promises to give, net 16,647,445 31,277,301
Prepaid expenses 14,194 15,529
Other receivables 17,657 16,882
Deposit 4,100 4,100
Contributed real estate held for sale 3,600,000 -
Total assets $ 151,557,808 $ 127,024,002
Liabilities and Net Assets

Liabilities:
Accounts payable $ 14,852 $ 9,214
Accrued expenses 135,539 102,774
Grants payable - 54,999
Agency funds 147,434 132,543
Beneficial endowments 38,077,907 32,624,782
Total liabilities 38,375,732 32,924,312

Net assets:

Without donor restrictions:

Undesignated 19,126,137 13,781,607
Board designated 28,662,299 26,408,330
47,788,436 40,189,937
With donor restrictions 65,393,640 53,909,753
Total net assets 113,182,076 94,099,690
Total liabilities and net assets $ 151,557,808 $ 127,024,002

See Notes to Financial Statements
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THE CATHOLIC COMMUNITY FOUNDATION
STATEMENTS OF ACTIVITIES

For the Years Ended
December 31, 2021 December 31, 2020
Without Donor With Donor Without Donor With Donor
Restrictions Restrictions Total Restrictions Restrictions Total
Revenues, gains and other support
Contributions $ 7,421,249 $§ 11,363,882 $ 18,785,131 $ 3432970 $§ 34,228,620 $ 37,661,590
Less: amounts received for
beneficial endowments - 2,288,361 2,288,361 - 1,033,718 1,033,718
Net contributions 7,421,249 9,075,521 16,496,770 3,432,970 33,194,902 36,627,872
Grant 104,473 - 104,473 86,717 - 86,717
Interest and dividends, net 760,395 (16,408) 743,987 716,192 82,511 798,703
Realized and unrealized gains
on investments, net 4,036,606 3,674,952 7,711,558 2,411,123 896,588 3,307,711
Other income 608 - 608 2,156 521 2,677
Impairment of real estate held for sale (720,000) - (720,000) - - -
Changes in donor restrictions (342,387) 342,387 - (124,350) 124,350 -
Net assets released from restrictions 1,592,565 (1,592,565) - 630,622 (630,622) -
12,853,509 11,483,887 24,337,396 7,155,430 33,668,250 40,823,680
Grants and expenses
Program 4,321,191 - 4,321,191 4,104,778 - 4,104,778
General and administrative 451,814 - 451,814 383,389 - 383,389
Development 482,005 - 482,005 501,600 - 501,600
Total expenses 5,255,010 - 5,255,010 4,989,767 - 4,989,767
Change in net assets 7,598,499 11,483,887 19,082,386 2,165,663 33,668,250 35,833,913
Net assets, beginning of year 40,189,937 53,909,753 94,099,690 38,024,274 20,241,503 58,265,777
Net assets, end of year $ 47,788,436 $ 65393640 $ 113,182,076 $ 40,189,937 $ 53,909,753 $§ 94,099,690

See Notes to Financial Statements



THE CATHOLIC COMMUNITY FOUNDATION
STATEMENT OF FUNCTIONAL EXPENSES
For the Years Ended December 31, 2021

Support Services

Total
Management Support Total

Program and General Development Services Expenses

Grants $ 4,244,105 $ - $ - - $ 4,244,105
Salaries 53,989 243,061 336,034 579,095 633,084
Employee benefits 5,292 27,657 31,896 59,553 64,845
Legal and professional 2,392 54,159 10,214 64,373 66,765
Marketing 400 1,391 29,954 31,345 31,745
Financial and administrative 311 40,279 1,939 42,218 42,529
Payroll taxes 3,540 15,936 22,031 37,967 41,507
Computer expenses 4,438 20,238 18,953 39,191 43,629
Rent 4,364 15,183 18,637 33,820 38,184
Miscellaneous - 15,241 - 15,241 15,241
Insurance 1,543 5,677 7,180 12,857 14,400
Telephone - 4,404 - 4,404 4,404
Office supplies 486 3,690 2,076 5,766 6,252
Travel - 1,474 - 1,474 1,474
Printing and postage 331 2,910 3,091 6,001 6,332
Repairs and maintenance - 514 - 514 514
$ 4321,191 $ 451,814 $§ 482,005 $ 933,819 § 5,255,010

See Notes to Financial Statements



THE CATHOLIC COMMUNITY FOUNDATION
STATEMENT OF FUNCTIONAL EXPENSES
For the Years Ended December 31, 2020

Support Services

Total
Management Support Total

Program and General Development Services Expenses

Grants $ 4,012,792 $ - $ - - $ 4,012,792
Salaries 66,790 216,085 352,417 568,502 635,292
Employee benefits 6,307 22,767 32,944 55,711 62,018
Legal and professional 2,414 49,182 9,703 58,885 61,299
Marketing 1,052 3,219 38,020 41,239 42,291
Financial and administrative 312 30,519 1,644 32,163 32,475
Payroll taxes 4,464 14,442 23,554 37,996 42,460
Computer expenses 4,464 18,118 17,943 36,061 40,525
Rent 3,903 11,935 15,688 27,623 31,526
Miscellaneous 21 5,356 83 5,439 5,460
Insurance 1,349 4,197 5,944 10,141 11,490
Telephone - 4283 - 4283 4,283
Office supplies 467 1,429 1,878 3,307 3,774
Travel - 500 - 500 500
Printing and postage 443 1,357 1,782 3,139 3,582
$ 4,104,778 $ 383,389 § 501,600 $ 884,989 $ 4,989,767

See Notes to Financial Statements



THE CATHOLIC COMMUNITY FOUNDATION

STATEMENTS OF CASH FLOWS

Cash flows from operating activities:

Change in net assets $

Adjustments to reconcile change in net assets
to cash provided by operating activities:
Net realized and unrealized gains on investments
Net unamortized discount on promises to give
Impairment of real estate held for sale
Contributed real estate held for sale
Contributions restricted for long-term purposes
Changes in assets and liabilities:
Promises to give, net
Prepaid expenses
Other receivable
Accounts payable and accrued liabilities
Accrued expenses
Grants payable
Agency funds
Beneficial endowments, net

Net cash provided by operating activities

Cash flows from investing activities:
Proceeds from sale of investments
Purchase of investments

Net cash used by investing activities

Cash flows from financing activities:
Contributions restricted for long-term purposes

Increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year $

See Notes to Financial Statements
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December 31,

2021 2020
19,082,386 $ 35,833,913
(7,711,558) (3,307,711)

(88,644) 1,419,465
720,000 -
(4,320,000) -

(18,677,648) (1,462,205)

14,718,500 (26,854,600)
1,335 (4,752)
(775) 3,129

5,638 1,627
32,765 (9,482)
(54,999) 54,999
14,891 15,704
5,453,125 3,165,755
9,175,016 8,855,842
48,696,404 95,286,555
(76,613,172)  (105,479,802)

(27,916,768) (10,193,247)
18,677,648 1,462,205
(64,104) 124,800
693,143 568,343
629,039 $ 693,143




THE CATHOLIC COMMUNITY FOUNDATION
STATEMENTS OF CASH FLOWS (CONTINUED)

December 31,

2021 2020

Cash paid during the vear for:

Unrelated business income tax $ 9,966 $ 13,238

Supplemental disclosures of non-cash investing and financing transactions:

Investments received for beneficial endowments $ - $ 3,288,048

See Notes to Financial Statements
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THE CATHOLIC COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Years Ended December 31, 2021 and 2020

Note A - Organization

Nature of Activities

The Catholic Community Foundation (the “Foundation’) was incorporated in March 2004 as a non-
profit public benefit corporation. The Foundation develops, acquires, manages, and grants from
endowed funds. These funds are designed to provide permanent financial support to parish,
educational, religious, charitable, and other organizations comprising the Catholic Community. In
addition, we offer donor advised funds, tax advantaged vehicles allowing generous donors to
execute their philanthropic strategy through the Foundation, granting to a broad range of non-profits
whose work is in line with Catholic social teaching.

Note B - Summary of Significant Accounting Policies

Use of Estimates

In preparing financial statements in conformity with accounting principles generally accepted in the
United States of America, management is required 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, as well as revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Fund Accounting

The accounts of the Foundation are maintained in accordance with the principles of fund
accounting. This is the procedure by which resources for various purposes are classified for
accounting and reporting purposes into funds that are in accordance with specified activities or
objectives. Accordingly, all financial transactions have been recorded by fund group. However, for
the financial statements, transactions are reported by the net asset categories described below under
“Net Assets.”

Functional Allocation of Expenses

Expenses are charged to program service and supporting activities based on periodic time and
expense studies. General and administrative expenses include those expenses that are not directly
identifiable with any other specific function but provide for the overall support and direction of the
Foundation. The expenses that are allocated primarily involve allocations based on estimate of time
and effort.



THE CATHOLIC COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Years Ended December 31, 2021 and 2020

Note B - Summary of Significant Accounting Policies (Continued)

Cash and Cash Equivalents

For purposes of the statements of cash flows, the Foundation considers all highly liquid debt
instruments purchased with a maturity of three months or less to be cash equivalents.

Investments

Investments in marketable securities with readily determinable fair values and all investments in
debt securities are reported at their fair values in the Statements of Financial Position. Unrealized
gains and losses are included in the change in net assets. Investment income and gains restricted by
a donor are reported as increases in unrestricted net assets if the restrictions are met (either by
passage of time or by use) in the reporting period in which the income and gains are recognized.

Investment Pools

The Foundation maintains master investment accounts for its donor-restricted endowments, board-
designated endowments and donor advised funds. Realized and unrealized gains and losses from
investments in the master investment accounts are allocated monthly to the individual funds based
on the relationship of the market value of each fund to the total market value of the master
investment accounts, as adjusted for additions to or deductions from those accounts.

Some restricted funds are required to be maintained in separate accounts.

Promises to Give

Promises to give are either unconditional or conditional. Unconditional promises to give are
promises that depend only on the passage of time or the demand by the promise for performance,
at which time the related revenue is recognized. A conditional promise to give is a promise that
depends on the occurrence of a specified future and uncertain event to bind the promise, at which
time the revenue is recognized.

Promises to give include pledges and bequests and are recorded at fair value which requires
management to reduce the contribution balance for amounts that are considered uncollectable at the
time the contribution is recorded. In addition, if the promises to give will be satisfied in more than
a year, the contributions have been discounted to present value.

Management establishes an allowance for uncollectible pledges that is based on management’s
analysis of the character of the pledges, current economic conditions and other such factors that

deserve recognition in estimating losses. There was no allowance at December 31, 2021 and 2020.

One bequest comprised 99% of promises to give at December 31, 2021 and 2020.
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THE CATHOLIC COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Years Ended December 31, 2021 and 2020

Note B - Summary of Significant Accounting Policies (Continued)

Property and Equipment

Property and equipment are stated at cost or at their estimated fair value at date of donation.
Depreciation is provided using the straight-line method over the estimated useful lives of the assets.
Asset lives range from three to five years.

Additions and betterments are capitalized, while maintenance and repairs that do not improve or
extend the useful lives of the respective assets are expensed as incurred.

Property and equipment amounted to $102,292 and was fully depreciated as of December 31, 2021
and 2020.

Net Assets

The net assets of the Foundation are reported in the following categories:

e Net assets without donor restrictions - Net assets available for use in general operations and not
subject to donor restrictions. The board of directors has designated a portion of net assets without
donor restrictions to board designated endowments and other board restrictions.

o Net assets with donor restrictions - Some donor-imposed restrictions are temporary in nature; those
restrictions will be met by the passage of time or other events specified by the donor. Other
donor-imposed restrictions are perpetual in nature, where the donor stipulates those resources be
maintained in perpetuity. Gifts of long-lived assets and cash restricted for the acquisition of long-
lived assets are recognized as revenue when the assets are placed in service. Donor-imposed
restrictions are released when a restriction expires, that is when the stipulated time has elapsed,
when the stipulated purpose for which the resource was restricted has been fulfilled, or both.

Revenue Recognition

Contributions, unconditional promises to give, and other assets are recognized at fair value and
are recorded when received. Contributions received are recorded as net assets without donor
restrictions or net assets with donor restrictions, depending on the existence and nature of any
donor-imposed restrictions. At the expiration of the restriction, net assets with donor restrictions
are reclassified to net assets without donor restrictions and reported in the consolidated statements
of activities as net assets released from restriction.

The Foundation charges each fund an administrative fee based upon the percentage of the value of

a fund. This administrative fee is assessed quarterly, and payable at the beginning of the following
quarter.
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THE CATHOLIC COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Years Ended December 31, 2021 and 2020

Note B - Summary of Significant Accounting Policies (Continued)

Revenue Recognition (Continued)

Grants received are recognized as revenues or gains in the period received and as assets, decreases
of liabilities, or expenses depending on the form of the benefits received. Conditional promises to
give are recognized only when the conditions on which they depend are substantially met and the
promises become unconditional.

Fair Value Measurements

Generally accepted accounting principles require the Foundation to classify its financial assets and
liabilities based on a valuation method using three levels. Level 1 value is based on quoted prices
in active markets for identical securities. Level 2 values are based on significant observable market
inputs, such as quoted prices for similar securities and quoted prices in inactive markets. Level 3
values are based on significant unobservable inputs that reflect the Foundation’s determination of
assumptions that market participants might reasonably use in valuing the securities. The valuation
levels are not necessarily an indication of the risk or liquidity associated with the underlying
investments.

Fair Value of Financial Instruments

At December 31, 2021 and 2020, the carrying value of cash and cash equivalents approximate fair
value due to the short term nature of these investments. The following methods and assumptions
were used to estimate the fair value of each class of financial instruments:

Investments — Investments, other than cash and cash equivalents, are carried at fair value. Publicly
traded investments are valued at fair value based on quoted market prices. A substantial portion of
the fair value measurements included within investments is provided to the Foundation by third
parties and is not calculated by the Foundation. These valuations are based on the fair value based
on quoted market prices, financial models of hypothetical transactions, or net asset value as
determined by the fund manager. Some valuations may also be determined and approved by the
managers or valuation committees of the funds in which the Foundation invests. The fair value
assigned to a particular security by the fund management does not necessarily reflect the amount
that would be realized. In addition, in light of the judgment involved in fair value decisions, there
can be no assurance that a fair value assigned to a particular security by the fund management is
accurate.

Beneficial Endowments — Carrying value, which approximates fair value, of obligations for

beneficial endowments is based on the related fair values of investments discussed above and the
beneficiaries’ shares of the related investment assets. (See Note J)
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THE CATHOLIC COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Years Ended December 31, 2021 and 2020

Note B - Summary of Significant Accounting Policies (Continued)

Agency Funds

The Foundation manages and invests funds as an agent for a service organization within Santa Clara
County Catholic Community. Deposits and withdrawals are made at the direction of the respective
organization. Withdrawals are made no more than twice a year. Either party may cancel an agency
agreement at any time with a 30-day written notice.

Income Taxes

The Foundation is a not-for-profit corporation exempt from Federal income taxes under Internal
Revenue Code Section 501(c)(3), except as to unrelated business income. Additionally, the
Foundation is exempt from state income taxes under similar tax regulations. The Foundation
generates unrelated business taxable income through some of the investments they hold. The
Foundation recorded unrelated business income tax expense of $9,966 and $13,238 for the years
ending December 31, 2021 and 2020, respectively.

Recently Issued Accounting Pronouncements

The FASB issued ASU 2016-02, Leases (Topic 842). The guidance in 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 balance sheet for all leases with 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. The FASB issued ASU 2020-05 in June 2020,
deferring the effective date of the new leasing standard to years beginning after December 15, 2021.
The Foundation does not expect the new lease standard to have a material effect on the financial
statements.

Concentrations

Cash, cash equivalents, and investments are exposed to interest rate, market, and credit risks. The
Foundation maintains its cash and cash equivalents in various bank deposit accounts that, at times,
exceeded amounts insured by the federally insured limits. To minimize risk, the Foundation's cash
accounts are placed with high credit quality financial institutions and the Foundation's investment
portfolio is diversified among a variety of asset categories, held by several investment managers.

During the year ending December 31, 2021, three donors comprised approximately 88% of
contributions. In 2020, one bequest comprised approximately 89% of contributions.

Management Review

The Foundation has evaluated subsequent events through, August 11, 2022, the date which the
financial statements were issued.
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THE CATHOLIC COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Years Ended December 31, 2021 and 2020

Note C - Liquidity and Availability

The following reflects the Foundation’s financial assets as of the statement of financial position
date, reduced by amounts not available for general expenditure within one year at December 31,
2021 and 2020:

2021 2020
Financial assets at year end:
Cash and cash equivalents $ 629,039 § 693,143
Investments 130,645,373 95,017,047
Promise to give, current 17,986,000 5,104,500
Contributed land held for sale 3,600,000 -
Total financial assets 152,860,412 100,814,690
Less those unavailable for general expenditures
within one year, due to:
Contractual or donor-imposed restrictions:
Donor designated endowment funds 60,643,769 26,553,169
Beneficial endowment funds 38,077,907 32,625,290
Agency funds 147,434 132,543
Other donor designated funds 6,099,019 108,583
Board designations:
Board designated endowments not appropriated
for expenditures 18,388,872 17,023,375
Other board designated restrictions 8,508,544 7,686,968

Total not available for general expenditures 131,865,545 84,129,928

Financial assets available to meet general
expenditures over the next twelve months $20,994.867 $16.684,762

The Foundation includes assets from donor advised funds (DAF) in financial assets available to
meet general expenditures over the next twelve months because these do not have donor
restrictions and are available to meet the Foundation’s general expenditures, which predominately
consist of grants. Assets from DAFs totaled $19,589,022 and $14,137,382 as of December 31,
2021 and 2020, respectively.

Financial assets are considered unavailable when illiquid or not convertible to cash within one
year, assets held for others, endowments, and accumulated earnings net of appropriation within
one year and board designated endowments.

In addition to these funds available for general expenditures, the Foundation charges management

fees to all funds based on quarterly market value to cover general expenditures required to operate
the Foundation.
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THE CATHOLIC COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Years Ended December 31, 2021 and 2020

Note D - Promises to Give

Unconditional promises to give represent the remaining pledges due from the donors who have
pledged funds to support the Foundation’s mission as well as bequests and considered Level 2.

Unconditional promises to give at December 31, 2021 and 2020 consisted of the following:

2021 2020
Receivable in less than one year $17,986,000 $27,600,000
Receivable in one to five years - 5,104,500
Total unconditional promises to give 17,986,000 32,704,500
Less: unamortized discount on pledges (1,338.555) (1,427,199)

$16.,647.445 $31,277.301

The unamortized discounts on pledges were determined by applying an imputed interest rate
ranging between 2.5% and 3% on outstanding pledges.

The fair value of promises to give is determined using present value techniques that consider historical
trends of collection, the type of donor, the type of underlying assets, general economic conditions, and
market interest rate assumptions for individuals.

Note E - Retirement Plan

In 2019, the Foundation adopted a 403(b) retirement plan available to all eligible employees.
Employees can make elective deferrals to the plan, up to the statutory limit. The Foundation makes
safe harbor matching contributions up to 4% of total compensation, subject to the statutory limits.
Total employer matching contributions to the plan were $24,281 and $23,297 for the years ended
December 31, 2021 and 2020, respectively.
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THE CATHOLIC COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Years Ended December 31, 2021 and 2020

Note F - Investments and Fair Value

Investments, which are managed and held for safekeeping by others, are recorded at fair value.
The majority of the investments are held in two investment pools, while the majority of the
beneficial endowment funds are separately invested. Certain investments that are measured at fair
value using the net asset value (“NAV”) per share (or its equivalent) practical expedient have not
been categorized in the fair value hierarchy. The fair market value measured on recurring basis
consisted of the following (see Note B):

Level 1 Level 2 Level 3 Total

December 31, 2021
Cash and cash equivalents $ 15,725,464 $ -3 - $ 15,725,464
Corporate stock 54,534,246 - - 54,534,246
Fixed income 1,687,964 27,865,665 - 29,553,629
Mutual funds 4,075,694 4,761,186 - 8,836,880
International mutual funds 4,021,887 1,477,363 - 5,499,250
Other commodities - 1,590,067 - 1,590,067
Total investments subject to

fair value hierarchy $ 80,045,255 $ 35,694,281 $ - 115,739,536
Investments measured at NAV 14,905,837
Total investments $130,645,373

Level 1 Level 2 Level 3 Total

December 31, 2020
Cash and cash equivalents $ 10,097,272 $ -3 - $ 10,097,272
Corporate stock 33,889,275 - - 33,889,275
Fixed income 1,119,537 27,986,025 - 29,105,562
Mutual funds 2,668,874 4,119,239 - 6,788,113
International mutual funds 10,235,055 1,368,996 - 11,604,051
Other commodities - 1,138,642 - 1,138,642
Hedge funds - - 2,394,132 2,394,132
Total investments $ 58,010,013 $ 34,612,902 $ 2,394,132 $ 95,017,047
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THE CATHOLIC COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Years Ended December 31, 2021 and 2020

Note F - Investments and Fair Value (Continued)

Investments as of December 31, are classified as follows:

2021 2020
Investments-without donor restrictions $ 49,909,697 $ 40,943,566
Investments-with donor restrictions 42,657,769 21,448,699
Investments-beneficial endowments 38,077,907 32,624,782

$130,645.373 § 95.017,047

Level 2 and 3 Assets by Major Category

The following table lists level 2 and 3 investment funds liquidity and redemption restrictions by
major categories at December 31:

Net Asset Value Unfunded Redemption Redemption
2021 2020 Commitments Frequency Notice Period
Fixed income $27,865,665 $27,986,025 $ - Daily 1 to 10 days
Mutual funds 4,761,186 4,119,239 - Daily 1 to 10 days
International mutual funds 1,477,363 1,368,996 - Daily-Monthly 1 to 30 days
Other commodities 1,590,067 1,138,642 - Daily-Monthly 1 to 30 days
Hedge funds - 2,394,132 - Annually 75 to 180 days

Level 3 Assets

The following is a reconciliation of summarized activities and changes in the Level 3 assets during
the years ended December 31:

2021 2020
Fair value at beginning of year $ 2,394,132 $ 6,789,275
Total investment income, gains (losses) 183,983 (28,590)
Redemption of investments (1,074,654) (4,366,553)
Transfer to NAV measurement (1,503.461) -
$ - § 2.394,132
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THE CATHOLIC COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Years Ended December 31, 2021 and 2020

Note F - Investments and Fair Value (Continued)

The Foundation invests in domestic and international common stocks, domestic and international
mutual funds, exchange traded funds, cash and cash equivalents, limited partnerships, and non-
U.S. corporations referred to collectively for this purpose as hedge funds. Hedge funds are
presented in the accompanying financial statements at fair value as determined under FASB
Accounting Standards Codification ASC 820, Fair Value Measurements and Disclosures. In
situations where the hedge fund does not have a readily determinable fair value and meets other
eligibility criteria, the Foundation measures fair value based on net asset value per share or its
equivalent.

Investments Measured at Net Asset Value

The following table represents the liquidity and redemption restrictions on the investments that do
not have a readily determinable fair value and utilize net asset value per share to determine the fair
value at December 31, 2021:

Net Asset Unfunded Redemption Redemption
Value Commitments Strategy Frequency Notice Period
JPAS Emerging Markets 3,830,849 - Global emerging (a) (a)
market equity
JPAS Credit 3,557,471 - High yield corporate (a) (a)
fixed income
JPAS Strategic Equity Partners 2,375,564 - Private equities (b) (b)
JPAS Real Assets 623,648 900,000 U.s. and global (c) (c)
real estate
JPAS Private Equity 875,523 800,000 U.S. and global equities (d) (d)
JPAS Early Stage Opportunities 428,290 100,000 U.s. and global (d) (d)
venture capital
JPAS Venture Capital 51,165 300,000 U.S. venture capital (d) (d)
JPAS Impact 1,659,866 1,200,000 u.S. and global (d) (d)
venture capital
Owl Creek 1,503,461 - Hedge funds (e) (e)
Total $14,905.837 $§ 3,300,000

(a) Lockup 1-year, quarterly redemption with 90 days’ notice, ability to withdraw subject to limitations/restrictions imposed by underlying
investments.

(b) Lock up 1-year, quarterly redemption with 90 days’ notice, ability to withdraw subject to limitations/restrictions imposed by underlying
investments. Investors may request and in-kind distributions subject to fund manager’s approval.

(¢) Lock up 5-year, quarterly redemption with 60 days’ notice period, ability to withdraw subject to limitations/restrictions imposed by
underlying investments.

(d) This is a locked-up, drawn down structure vehicle and voluntary redemptions are not allowed. Return of capital and any profit generated
by the fund will be distributed back to investors in accordance with the Fund’s limited partnership agreement.

(e) The Foundation has given notice of redemption and their partnership interest was fully liquidated in 2022.
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Note F - Investments and Fair Value (Continued)

Investment income for the years ended December 31, consisted of the following:

2021 2020
Interest and dividend income $ 1,969,523 § 1,420,490
Realized gains 3,618,222 4,901,729
Unrealized gains 7,916,351 1,495,002
Investment expenses (721,058) (271,177)

12,783,038 7,546,044
Less net investment income allocable to
beneficial endowments, and agency funds 4,327,493 3,440,651

Net investment income $ 8455545 $ 4,105,393

Note G - Commitments

The Foundation office lease expired in February 2021. The Foundation entered into an amended
lease agreement in October 2020, extending the lease through May 2026. Total office rent expense
was $32,237 and $24,948 for the years ended December 31, 2021 and 2020, respectively.

The Foundation renewed an office equipment lease agreement in December 2018, which will
expire in March 2024. The office equipment lease expense was $5,947 and $6,578 for the years
ended December 31, 2021 and 2020.

The future minimum annual combined lease payments required under the lease agreements are as
follows:

Year Ending December 31, Amount
2022 $ 38,878
2023 39,883
2024 36,919
2025 36,654
2026 15.460
$ 167,794
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Note H - Net Assets with Donor Restrictions

The composition of net assets with donor restrictions are restricted by donors for the purposes or
period described below as of December 31:

2021 2020
Subject to Subject to Subject to Subject to
Passage of Specified Passage of Specified
Time Purpose Time Purpose

Education funds § 2,259,019 § 7,119,988 § 1,815,624 § 6,521,723
Historical preservation 5,000,000 - - -
Ministry endowments 1,093,079 39,605,597 272,066 36,069,761
New parish acquisition fund 149,467 - 138,692 -
Parish endowments 660,509 3,774,699 299,567 3,495,278
Vocation endowments 1,055,913 4,675,369 625,531 4,671,511

$ 10,217,987 § 55,175,653 § 3,151,480 $ 50,758,273

Note I - Board Designated Net Assets Without Donor Restrictions

The Foundation’s governing board has designated from net assets without donor restriction for
the following purposes as of December 31, 2021 and 2020:

2021 2020
Board designated endowments $19,155,075  $17,722,682
Other board restrictions 9.507.224 8.685.648

$28,662,299  $26,408,330
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Note J - Beneficial Endowments

The Foundation accepts contributions from donors and agrees to transfer those assets and the return
on investment of those assets or both, to another entity that is specified by the donor. The
Foundation has agreements in place with the beneficiaries to currently retain the corpus and
transfer funds in accordance with the Foundation’s spending policy. (See Note L.) The Foundation
refers to such funds as beneficial endowments. The terms of the contributions require funds to be
segregated for Catholic Charities, Cathedral Basilica and Cristo Rey SJ Jesuit High School. The
following table summarizes the activity in such funds:

2021 2020
Beginning balance $32,624,782  $29,459,027
Contributions 2,288,361 1,033,718
Net investment income (loss) 4,312,601 3,424,943
Distributions (1,147,837) (1,292.,906)
Ending balance $38.077,907  $32,624,782

At December 31, 2021 and 2020, beneficial endowments consisted of the following:

2021 2020
Catholic Charities $10,069,781 $ 9,144,359
Cathedral Basilica 12,342,777 11,075,313
Cristo Rey SJ Jesuit High School 12,286,187 9,277,549
St. Christopher School 3,148,809 2,916,171
Catholic Extension 55,896 51,799
Notre Dame High School 118,765 109,288
Our Lady of Refuge 55,692 50,303

$38,077.907  $32,624.782
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Note K - Contingency

The United States is presently in the midst of a national health emergency related to a virus,
commonly known as Novel Coronavirus (COVID-19). The overall consequences of COVID-19
on a national, regional, and local level are unknown, but it has the potential to result in a significant
economic impact. The impact of this situation on the Foundation and its future results and
financial position is not presently determinable.

Note L - Endowments

The Foundation’s endowments consist of approximately 96 individual funds established for a
variety of purposes. Its endowments include both donor-restricted funds and funds designated by
the Board of Directors to function as endowments. As required by generally accepted accounting
principles, net assets associated with endowment funds, including funds designated by the Board
of Directors to function as endowments, are classified and reported based on the existence or
absence of donor-imposed restrictions.

Interpretation of Law

The Board of Directors 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 net assets with
donor restrictions and retains in perpetuity (a) the original value of the 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. Donor-
restricted amounts not retained in perpetuity are subject to appropriation for expenditure by the
Foundation in a manner consistent with the standard of prudence prescribed by the State of
California in its enacted version of UPMIFA. In accordance with UPMIFA, the Foundation
considers the following factors in making a determination to appropriate or accumulate donor-
restricted endowment funds:

The duration and preservation of the fund

The purposes of the Foundation and the donor-restricted endowment fund
General economic conditions

The possible effect of inflation and deflation

The expected total return from income and appreciation of investments
Other resources of the Foundation

The investment policies of the Foundation

Nk wbh =
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Note L - Endowments (Continued)

Investment Return Objectives, Risk Parameters and Strategies

The Foundation has adopted investment and spending policies, approved by the Board of
Directors, for endowment assets that attempt to provide a predictable stream of funding to
programs supported by its endowment funds while also maintaining the purchasing power of
those endowment assets over the long-term. Accordingly, the investment process seeks to
achieve an after-cost total real rate of return, including investment income as well as capital
appreciation, which exceeds the annual distribution with acceptable levels of risk. Endowment
assets are invested in a well-diversified asset mix, which includes equity and debt securities,
that is intended to result in a consistent inflation-protected rate of return that has sufficient
liquidity to make an annual distribution of 3-5%, while growing the funds if possible. Therefore,
the Foundation periodically reviews its investment strategy with the objective of earning a rate of
return to cover grants and inflation. Actual returns in any one year may vary. Investment risk is
measured in terms of the total endowment fund; investment assets and allocation between asset
classes and strategies are managed to not expose the fund to unacceptable levels of risk.

Spending Policy

The Foundation has a policy of appropriating for distribution each year a sum not to exceed 5%
and no less than 3% of the greater of the average market value of the endowment funds over the
previous 16 quarters or 75% of the most recent quarter’s balance. As needs arise, the amount
drawn on an annual basis may deviate from this target range at the recommendation of the
Finance Committee and with approval of the Board.

The Board increased the distribution rate to 6% in 2020 to assist with the global health
emergency.

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor restricted
endowment funds may fall below the amount required to be retained as a fund of perpetual
duration. These deficiencies are reflected in net assets with donor restrictions.

The funds with deficiencies at December 31, 2021 and 2020 are listed below:

2021 2020
The fair value of the endowment funds $ 3,121,558 $ 362,883
Less original endowment gift amount (3.133.804) (369.775)
Total deficiencies $  (12.246) § (6,892)

These deficiencies primarily resulted from unfavorable market fluctuations that occurred
shortly after the investments of new contributions for donor-restricted funds.
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Note L - Endowments (Continued)

Endowment net asset compositions by type of funds as of December 31, 2021 are as follows:

Without
Donor With Donor
Restrictions Restrictions Total
Original donor restricted gift amount
and amounts required to be maintained

in perpetuity $ - $ 38,556,108 $ 38,556,108

Accumulated investment gain 3,647 4,101,661 4,105,308

Board designated endowment funds 19,155,075 - 19,155,075

$ 19,158,722 $ 42,657,769 $ 61,816,491

Changes in endowment net assets for the year ended December 31, 2021 are as follows:
Without
Donor With Donor
Restrictions Restrictions Total

Beginning of year $ 17,740,357 $ 21,448,699 $ 39,189,056

Contributions - 18,677,648 18,677,648

Other revenue 171 - 171

Changes in donor restrictions (5,000) 342,549 337,549
Investment income, net (57,179) (22,262) (79,441)

Net appreciation 2,203,136 3,603,863 5,806,999
Amounts appropriated for expenditure (722,763) (1,392,728) (2,115.491)

$ 19,158,722 $ 42,657,769 $ 61,816,491
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Note L - Endowments (Continued)

Endowment net asset compositions by type of funds as of December 31, 2020 are as follows:

Without
Donor With Donor
Restrictions Restrictions Total

Original donor restricted gift amount

and amounts required to be maintained

in perpetuity $ - $ 19,535,910 $ 19,535,910
Accumulated investment gain 7,675 1,912,789 1,920,464
Board designated endowment funds 17,732,682 - 17,732,682

$ 17,740,357 $ 21,448,699 § 39,189,056

Changes in endowment net assets for the year ended December 31, 2020 are as follows:

Without
Donor With Donor
Restrictions Restrictions Total

Beginning of year $ 17,613,814 $ 19,518,132  $ 37,131,946

Contributions - 1,462,205 1,462,205

Other revenue 837 519 1,356

Changes in donor restrictions - 124,350 124,350

Changes in board designation (305,100) - (305,100)

Investment income, net 51,404 82,208 133,612

Net appreciation 1,083,737 891,907 1,975,644

Amounts appropriated for expenditure (704,335) (630,622) (1.334.957)

$ 17,740,357 $ 21,448,699 § 39,189,056

Note M - Subsequent Event

The contributed real estate was sold in March 2022, total proceeds from sale net of costs was
approximately $3,562,000.
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