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Hood & Strong

Independent Auditors’ Report

THE BOARD OF DIRECTORS
THE BASIC FUND
San Francisco, California

Opinion

We have audited the financial statements of THE BASIC FUND (the Fund), which comprise the
statement of financial position as of June 30, 2023, the related statements of activities, functional
expenses, and cash flows for the year then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Fund as of June 30, 2023, 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.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America (GAAS). Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Fund 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 these 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 Fund’s ability to continue
as a going concern for one year from the date of this report.
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Auditors’ 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 auditors’ 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 GAAS 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 GAAS, we:

exercise professional judgment and maintain professional skepticism throughout the audit.

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.

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 Fund’s internal control. Accordingly, no such opinion is
expressed.

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.

conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Fund’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.



Report on Summarized Comparative Information

We have previously audited the Fund’s 2022 financial statements, and we expressed an unmodified
audit opinion on those audited financial statements in our report dated April 24, 2023. In our opinion,
the summarized comparative information presented herein as of and for the year ended June 30, 2022,
is consistent, in all material respects, with the audited financial statements from which it has been
derived.
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San Francisco, California
June 20, 2024



The BASIC Fund

Statement of Financial Position

June 30, 2023 (with comparative totals for 2022) 2023 2022
Assets
Cash and cash equivalents S 1,876,388 S 566,949
Interest receivable 13,970 512
Contributions receivable, net 1,349,435 2,989,029
Investments 19,344,605 19,841,313
Prepaid expenses 51,035 48,686
Fixed assets 41,898 56,219
Right-of-use asset 452,605
Total assets S 23,129,936 S 23,502,708
Liabilities and Net Assets
Liabilities:
Accounts payable and accrued expenses S 15,972 S 107,485
Lease liability 529,422
Total liabilities 545,394 107,485
Net Assets:
Without donor restrictions 2,212,175 1,697,493
With donor restrictions 20,372,367 21,697,730
Total net assets 22,584,542 23,395,223
Total liabilities and net assets S 23,129,936 S 23,502,708

See accompanying notes to the financial statements.



The BASIC Fund

Statement of Activities

Year Ended June 30, 2023 (with comparative totals for 2022)

2023 2022

Without Donor With Donor

Restrictions Restrictions Total Total
Revenue and Support:
Contributions S 8,036,379 S 8,036,379 S 9,234,532
Investment income (loss), net S 505,881 261,488 767,369 (147,830)
PPP Loan Forgiveness - 137,600
Net assets released from restriction 9,623,230 (9,623,230) - -
Total revenue and support 10,129,111 (1,325,363) 8,803,748 9,224,302
Expenses:
Programs 8,687,789 8,687,789 8,844,285
Fundraising 722,514 722,514 499,655
Management and general 204,126 204,126 205,298
Total expenses 9,614,429 - 9,614,429 9,549,238
Change in Net Assets 514,682 (1,325,363) (810,681) (324,936)
Net Assets, beginning of year 1,697,493 21,697,730 23,395,223 23,720,159
Net Assets, end of year S 2,212,175 S 20,372,367 S 22,584,542 S 23,395,223

See accompanying notes to the financial statements.



The BASIC Fund

Statement of Functional Expenses

Year Ended June 30, 2023 (with comparative totals for 2022)

Supporting Services

Management 2023 2022

Programs Fundraising and General Total Total
Grants and awards S 7,834,003 S 7,834,003 S 8,011,902
Salaries and employee benefits 637,976 392,042 S 136,795 1,166,813 1,128,660
Contract and professional services 69,673 153,201 32,350 255,224 144,424
Travel and meetings 13,051 5,419 6,767 25,237 27,617
Printing, postage and supplies 13,769 4,487 1,876 20,132 25,316
Rent, utilities and maintenance 88,095 23,517 12,395 124,007 121,208
Depreciation 12,906 4,734 1,816 19,456 21,539
Telecommunication 13,847 7,794 2,174 23,815 21,572
Insurance 3,164 1,161 9,553 13,878 8,970

Bad debt expense 110,000 110,000 -

Other expenses 1,305 20,159 400 21,864 38,030
S 8,687,789 722,514 S 204,126 S 9,614,429 S 9,549,238

See accompanying notes to the financial statements.



The BASIC Fund

Statement of Cash Flows

Year Ended June 30, 2023 (with comparative totals for 2022)

2023

2022

Cash Flows from Operating Activities:
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided (used) by operating activities:

$  (810,681)

$  (324,936)

Net realized and unrealized (gains) losses on investments (767,369) 195,169
Paycheck Protection Program loan forgiveness (137,600)
Depreciation 19,456 21,539
Amortization of pledge discount (2,250) (2,241)
Allowance for doubtful accounts (15,045) 6,000
Amortization of right-of-use lease assets 101,937
Changes in operating assets and liabilities:
Contributions receivable 1,656,887 (1,071,409)
Interest receivable (13,458) 611
Prepaid expenses (2,349) (2,104)
Lease liability (110,728)
Accounts payable and accrued expenses (5,902) (22,256)
Cash provided (used) by operating activities 50,498 (1,337,227)
Cash Flows from Investing Activities:
Purchase of investments (78,767,870) (98,496,269)
Proceeds from sale of investments 80,031,946 97,972,614
Purchase of fixed assets (5,135) (12,667)
Cash used by investing activities 1,258,941 (536,322)
Change in Cash and Cash Equivalents 1,309,439 (1,873,549)
Cash and Cash Equivalents, beginning of year 566,949 2,440,498
Cash and Cash Equivalents, end of year S 1,876,388 S 566,949

Non-Cash from Operating, Investing and Finance Activities
Right-of-use asset financed by operating lease liability

S 640,150

See accompanying notes to the financial statements.



The BASIC Fund

Notes to the Financial Statements

Note 1 - Nature of Fund:

The BASIC Fund (the Fund) is a privately funded program dedicated to broadening the educational
opportunities for children by helping low-income families in Alameda, Contra Costa, Marin, Napa, San
Francisco, San Mateo, Santa Clara, Solano, and Sonoma counties afford the cost of tuition at private or
parochial schools of their choice. The scholarships are offered to students in kindergarten through eighth
grade.

The Fund receives the majority of its contributions from individuals and foundations. The Board of
Directors (the Board), through their personal contributions, fund the administrative and general expenses
of the Fund.

Continuing scholarship support is available to students, as long as they meet all academic and admission
requirements of the school to which they apply and as long as their families remain financially eligible
under the Fund’s guidelines.

Note 2 - Significant Accounting Policies:

Basis of Presentation and Description of Net Assets

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

The Fund reports information regarding its financial position and activities according to two classes of net
assets:

Net Assets Without Donor Restrictions - the portion of net assets that is without donor-imposed
stipulations. These net assets are intended for use of management and the Board of Directors for
educational scholarships and general operations. The Board of the Fund has designated the majority of
its funds for ongoing support of the Fund’s scholarship activity.

Net Assets With Donor Restrictions - the portion of net assets of which are used by the Fund is limited by
donor-imposed stipulations that can be fulfilled and removed by actions of the Fund, primarily through
payment of educational scholarships. There is no portion of net assets of which use by the Fund is limited
by donor-imposed stipulations that neither expire by passage of time nor can otherwise be removed by
actions of the Fund. The Fund has no net assets restricted in perpetuity.



The BASIC Fund

Notes to the Financial Statements

Recognition of Revenue

Contributions are recorded as revenue at their fair value when the promise to give to the Fund is made.
Contributions with donor restrictions are reported as an increase in net assets with donor restrictions.
When a restriction expires (that is, when a stipulated purpose restriction is accomplished) net assets with
donor restrictions are reclassified to net assets without donor restrictions and reported in the Statement
of Activities as net assets released from restrictions. Certain contributions restricted by the donor are
reported as an increase in net assets without donor restrictions if the restriction is released in the same
reporting period in which the support is received.

Management reviews outstanding contributions receivable on a regular basis and maintains an allowance
for doubtful accounts for estimated losses resulting from the inability of donors to make payments. This
allowance is based on historical experience and identification of contribution-specific collectability
concerns. Losses incurred from uncollectible donations have not historically been material to the Fund.

Cash and Cash Equivalents

Cash and cash equivalents consist primarily of cash and money market funds.
Investments

Investments consist primarily of certificates of deposit, government securities, equities and mutual funds.
Investments also include an alternative investment in a fund of funds that is valued at cost.

Investments are recorded at fair value, with realized and unrealized gains and losses reflected in the
Statement of Activities.

Fair Value Measurements

The Fund carries certain assets and liabilities at fair value. Fair value is defined as the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market participants
at the measurement date.

The Fund classifies its financial assets and liabilities measured at fair value on a recurring basis based on
a fair value hierarchy with three levels of inputs. Level 1 values are based on unadjusted 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 Fund’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 assets and liabilities measured at fair value.



The BASIC Fund

Notes to the Financial Statements

Fixed Assets

Property and equipment are stated at cost. Depreciation is computed using the straight-line method over
the estimated useful lives of the respective assets, ranging from 3 to 5 years. Renewals and betterments
are capitalized; maintenance and repairs are charged to expense as incurred.

Leases

The Fund determines whether an arrangement is or includes a lease and categorizes leases as either
operating or finance leases at their commencement. The Fund does not have any finance leases.

Operating right-of-use (ROU) lease assets and operating lease liabilities are recognized based on the
present value of the future minimum lease payments over the lease term at commencement date. Since
the rates implicit in the Fund’s leases are not readily available, the Fund uses a risk-free discount rate at
the commencement date in determining the present value of future payments. The Fund accounts for
lease and non-lease components, to the extent they are fixed, as a single lease component. Additionally,
the lease term may include options to extend or terminate the lease when it is reasonably certain the
Fund will exercise that option. Lease expense for minimum lease payments is recognized on a straight-
line basis over the lease term. The Fund has also elected not to apply lease accounting requirements to
short-term leases, generally less than 12 months.

Donated Goods and Services

Contributions of donated noncash assets are recorded at their fair values in the period received.
Contributions of donated services that create or enhance non-financial assets or that require specialized
skills, are provided by individuals possessing those skills, and would typically need to be purchased if not
provided by donation, are recorded at their fair values in the period received. A number of unpaid
volunteers have made significant contributions of their time to the Fund. However, the value of these
services is not reflected in these statements because the criteria for recognition have not been satisfied.

Income Taxes

The Fund is a tax-exempt organization under Internal Revenue Service Code Section 501(c)(3) and the
California tax code.

Management evaluated the Fund’s tax positions and concluded that the Fund had maintained its tax-
exempt status and had taken no uncertain tax positions that would require adjustments to the financial
statements to comply with provisions of this guidance.

10



The BASIC Fund

Notes to the Financial Statements

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 reported
amounts of assets, liabilities, revenues and expenses, and disclosure of contingent assets and liabilities at
the date of the financial statements. Actual results could differ from these estimates.

Management and General

Management and general represent expenses for salary and overhead expenses incurred to administer
the Fund’s scholarship program and general operations.

Financial Information

The financial statements include certain prior year summarized comparative information in total but not
by net asset class. Such information does not include sufficient detail to constitute a presentation in
conformity with accounting principles generally accepted in the United States of America. Accordingly,
such information should be read in conjunction with the Fund’s financial statements for the year ended
June 30, 2022 from which the summarized information was derived.

New Accounting Pronouncements

Pronouncements adopted:

The Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) 2016-02,
Leases (Topic 842). Under the new guidance, lessees are required to recognize, at commencement date,
a lease liability representing the lessee’s obligation to make payments arising from the lease and a right-
of-use asset representing the lessee’s right to use, or control the use of, a specified asset for the lease
term. The Fund adopted this ASU as of July 1, 2022 by recording a right-of-use asset in the amount of
$554,542 and a lease liability of $640,150. The Fund applied the package of practical expedients to leases
that commenced before the effective date and elected not to reassess the following: (i) whether any
expired or existing contracts contain leases; (ii) the lease classification for any expired or existing leases;
and (iii) initial direct costs for any existing leases. There was no effect on the change in net assets, cash
flows, or opening net assets as a result of adopting this standard.

Subsequent Events

The Fund has reviewed the results of activities for the period of time from its fiscal year ended June 30,
2023 through June 20, 2024, the date the financial statements were available to be issued. The Fund has
determined that there were no material subsequent events that required adjustment to or disclosure in
these financial statements.
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The BASIC Fund

Notes to the Financial Statements

Note 3 - Contributions Receivable:

Contributions receivable consisted of the following at June 30, 2023:

Due within one year S 1,008,500
Due after one year 376,500
Subtotal 1,385,000
Less unamortized discount (8,110)
Less allowance for doubtful accounts (27,455)

S 1,349,435

The long-term portion of contributions receivable has been discounted using a 1.5% discount rate.

For the program years 2011 to 2022, Children’s Scholarship Fund has expressed conditional intentions to
match scholarship spending, on a one-to-five basis, with a capped amount defined for each program year.
As of June 30, 2023, a cumulative $2,555,000 remains available to the Fund under these grants, contingent
on satisfaction of future scholarship spending. These amounts are recognized as contribution revenue
upon receipt which coincides with the satisfaction of the One-to-five scholarship spending match.

Note 4 - Investments and Fair Value Measurements:

The amortized cost and estimated fair values of the major components of investments were as follows at

June 30, 2023:

Amortized
Cost Fair Value
Cash equivalents related to investments S 67,116 S 67,116
Corporate Bonds 342,912 622,120
Equities 686,330 887,480
U.S. Government bonds 1,000,000 996,665
U.S. Treasury bills 16,298,210 16,411,224
Total assets in the fair value hierarchy 18,394,568 18,984,605
Fund of Funds measured at historical cost (a) 360,000 360,000
Total investments $ 18,754,568 S 19,344,605

12



The BASIC Fund

Notes to the Financial Statements

All investments are measured within the fair value hierarchy at Level 1.

(a) The historical cost amount is intended to permit reconciliation of the fair value hierarchy to the line
item presented in the Statement of Financial Position.

Net investment income was comprised of the following for the year ended June 30, 2023:

Interest and dividend income S 537,629
Net realized and unrealized gains 229,740
Total investmentincome, net S 767,369

Note 5 - Net Assets With Donor Restrictions:

Net assets with donor restrictions totaled $20,372,637 at June 30, 2023 and are primarily available for
scholarship awards. Included in that amount is a $1,000,000 contribution which, along with its related
investment earnings, will be used to support scholarships and operations, with a 5% draw each year from
the combined principal and earnings, as needed.

During the year ended June 30, 2023, net assets of $9,623,230 were released from donor restrictions by
incurring expenses satisfying the restricted purposes.

Note 6 - Related Party Transactions:

The Fund recorded contribution revenue of approximately $ 2,711,273 from its current Board of Directors
for the year ended June 30, 2023.

Note 7 - Concentration of Credit Risk and Support:

The Fund has identified its financial instruments which are potentially subject to credit risk. These financial
instruments consist principally of investments and contributions receivable.

Investments consist of certificates of deposit, fixed income and equity securities, mutual funds and an
investment in a fund of funds.

At June 30, 2023, two donors made up approximately 39% of the Fund’s total contributions and one donor
owes approximately 39% of the Fund’s total outstanding pledge receivables.

13



The BASIC Fund

Notes to the Financial Statements

Note 8 - Commitments and Contingencies:

The Fund had a single operating lease agreement for its headquarters in Oakland, California extending
through fiscal year 2028. As of June 30, 2023, the remaining lease term for this lease is 4.1 years. The
discount rate as of June 30, 2023, was 2.88%.

Minimum future lease commitment under this lease agreement is estimated as follows:

Year Ending
June 30,

2024 S 131,560
2025 135,499
2026 139,544
2027 143,724
2028 12,097
562,424
Less discount to present value (33,002)
S 529,422

Rental expense under these agreements for the year ended June 30, 2023 was $118,924.

Additionally, the Fund has made a capital commitment of $750,000 in connection with an investment in
a fund of funds, of which $360,000 had been called and paid as of June 30, 2023.
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The BASIC Fund

Notes to the Financial Statements

Note 9 - Availability and Liquidity:

As of June 30, 2023, the Fund’s financial assets available within one year for general expenditures were
as follows:

Cash

$ 1,876,388
Receivables 1,008,500
Investments 19,344,605

22,229,493

Less amounts not available to be used within one year:
Net assets with donor restrictions (20,372,367)
Alternative investment in fund of funds (360,000)
Add net assets with purpose restrictions to be met within one year 7,843,844

Total available for general expenditures S 9,340,970

The Fund’s goal is generally to maintain financial assets to meet 90 days of operating expenses, which are

budgeted at approximately $393,600. As part of its liquidity plan, excess cash is invested in certificates of
deposits, government securities and mutual funds.

Financial assets are considered unavailable when illiquid or not convertible to cash within one year.
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