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Hood & Strong

Independent Auditors’ Report

THE BOARD OF DIRECTORS
THE BASIC FUND
San Francisco, California

Opinion

We have audited the consolidated financial statements of THE BASIC FUND and SCHOLARSHIP
FOUNDATION (collectively the Fund), which comprise the consolidated statement of financial position
as of June 30, 2024, the related consolidated statements of activities, functional expenses, and cash
flows for the year then ended, and the related notes to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of the Fund as of June 30, 2024, 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 audit 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 Consolidated 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 Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated 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 consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the consolidated 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 Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 consolidated 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 consolidated 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 consolidated 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
consolidated 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 2023 financial statements, and we expressed an unmodified
audit opinion on those audited financial statements in our report dated June 20, 2024. In our opinion,
the summarized comparative information presented herein as of and for the year ended June 30, 2023,
is consistent, in all material respects, with the audited financial statements from which it has been
derived.

Wﬁwacf

San Francisco, California
February 4, 2025



The BASIC Fund

Consolidated Statement of Financial Position

June 30, 2024 (with comparative totals for 2023) 2024 2023
Assets
Cash and cash equivalents S 2,015,568 S 1,876,388
Interest receivable 13,970
Contributions receivable, net 1,910,734 1,349,435
Investments 27,719,103 19,344,605
Prepaid expenses 44,279 51,035
Donated automobiles held for sale 4,903,360
Fixed assets 27,412 41,898
Right of use asset 347,384 452,605
Total assets S 36,967,840 S 23,129,936
Liabilities and Net Assets
Liabilities:
Accounts payable and accrued expenses S 53,723 S 15,972
Lease liability 411,475 529,422
Total liabilities 465,198 545,394
Net Assets:
Without donor restrictions 3,155,758 2,212,175
With donor restrictions 33,346,884 20,372,367
Total net assets 36,502,642 22,584,542
Total liabilities and net assets S 36,967,840 S 23,129,936

See accompanying notes to the financial statements.



The BASIC Fund

Consolidated Statement of Activities

Year Ended June 30, 2024 (with comparative totals for 2023)

2024 2023
Without Donor With Donor
Restrictions Restrictions Total Total
Revenue and Support:
Contributions of cash and other financial assets S 17,702,369 S 17,702,369 S 8,036,379
Contributions of non-financial assets 4,758,330 4,758,330 -
Investment income, net S 943,583 297,660 1,241,243 767,369
Net assets released from restriction 9,783,842 (9,783,842) - -
Total revenue and support 10,727,425 12,974,517 23,701,942 8,803,748
Expenses:
Programs 8,752,007 8,752,007 8,687,789
Fundraising 869,433 869,433 722,514
Management and general 162,402 162,402 204,126
Total expenses 9,783,842 - 9,783,842 9,614,429
Changes in Net Assets 943,583 12,974,517 13,918,100 (810,681)
Net Assets, beginning of year 2,212,175 20,372,367 22,584,542 23,395,223
Net Assets, end of year S 3,155,758 S 33,346,884 S 36,502,642 S 22,584,542

See accompanying notes to the financial statements.



The BASIC Fund

Consolidated Statement of Functional Expenses

Year Ended June 30, 2024 (with comparative totals for 2023)

Supporting Services

Management 2024 2023

Programs Fundraising and General Total Total
Grants and awards S 7,832,457 7,832,457 S 7,834,003
Salaries and employee benefits 710,291 S 554,669 S 99,847 1,364,807 1,166,813
Contract and professional services 64,387 179,090 38,178 281,655 255,224
Travel and meetings 21,341 12,843 2,141 36,325 25,237
Printing, postage and supplies 13,384 24,890 1,502 39,776 20,132
Rent, utilities and maintenance 70,617 42,699 7,116 120,432 124,007
Depreciation 9,939 6,010 1,002 16,951 19,456
Telecommunication 23,932 16,266 2,412 42,610 23,815
Insurance 2,549 1,541 9,491 13,581 13,878
Bad debt expense 29,545 29,545 110,000
Other expenses 3,110 1,880 713 5,703 21,864
S 8,752,007 S 869,433 S 162,402 9,783,842 S 9,614,429

See accompanying notes to the financial statements.



The BASIC Fund

Consolidated Statement of Cash

Flows

Year Ended June 30, 2024 (with comparative totals for 2023)

2024

2023

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

$ 13,918,100

$  (810,681)

Net realized and unrealized gains on investments (1,241,243) (767,369)
Depreciation 16,950 19,456
Change in contributions receivable discount 17,155 (2,250)
Allowance for doubtful accounts 12,545 (15,045)
Amortization of right-of-use lease assets 105,221 101,937
Donated automobiles held for sale (4,758,330)
Changes in operating assets and liabilities:
Contributions receivable (590,999) 1,656,887
Interest receivable 13,970 (13,458)
Prepaid expenses 6,757 (2,349)
Lease liability (117,947) (110,728)
Accounts payable and accrued expenses 37,750 (5,902)
Cash provided by operating activities 7,419,929 50,498
Cash Flows from Investing Activities:
Purchase of investments (72,195,684) (78,767,870)
Proceeds from sale of investments 65,062,429 80,031,946
Purchase of restoration services for
donated automobiles held for sale (145,030)
Purchase of fixed assets (2,464) (5,135)
Cash (used) provided by investing activities (7,280,749) 1,258,941
Change in Cash and Cash Equivalents 139,180 1,309,439
Cash and Cash Equivalents, beginning of year 1,876,388 566,949

Cash and Cash Equivalents, end of year

S 2,015,568

S 1,876,388

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

See accompanying notes to the financial

statements.

S 640,150



The BASIC Fund

Notes to the Consolidated Financial Statements

Note 1 - Nature of Fund:

The BASIC Fund and its supporting organization, The BASIC Fund Scholarship Foundation (the Scholarship
Foundation), are privately funded programs 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 schools of their choice. The
scholarships are offered to students in pre-kindergarten through eighth grade.

The BASIC Fund and Scholarship Foundation (collectively, the Fund) receive the majority of their
contributions from individuals and foundations. The BASIC Fund’s Board of Directors (the Board), through
their contributions, fund the fundraising and management and general expenses (collectively, Supporting
Services) of the Fund.

Subject to an annual application, qualification and approval process, 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.

Supporting Organization

A supporting organization is a Section 501(c)(3) charity that is classified as a public charity rather than a
private foundation because it supports a publicly supported charity. The Scholarship Foundation is a
supporting organization of the Fund and is consolidated herein. The Scholarship Foundation is a Type |
supporting organization as defined by the Internal Revenue Service (IRS).

Note 2 - Significant Accounting Policies:

Basis of Presentation and Principles of Consolidation

The accompanying consolidated financial statements of the Fund have been prepared on the accrual basis
of accounting in accordance with U.S. generally accepted accounting principles (GAAP) and include all
transactions and operations of The BASIC Fund and its supporting organization, the Scholarship
Foundation. The BASIC Fund, through representation on the Scholarship Foundation’s Board of Directors,
has control and an economic relationships with the Scholarship Foundation. The Scholarship Foundation
was formed to operate exclusively in support of The BASIC Fund and was incorporated on May 8, 2023.

During the year ended June 30, 2024, The BASIC Fund made certain grants to the Scholarship Foundation
in connection with its formation. Through June 30, 2024, the Scholarship Foundation activities have been
focused primarily on capital formation and governance matters, including formalizing a to-be adopted
investment and spending policy in furtherance of its objective to support The BASIC Fund over the longer
term.

All intercompany transactions and accounts have been eliminated in the consolidated financial
statements.



The BASIC Fund

Notes to the Consolidated Financial Statements

Description of Net Assets

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, inclusive of the Scholarship
Foundation.

Recognition of Revenue

Contributions, including contributions of non-financial assets 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. Under GAAP, donor promises to give that are to be fulfilled through a Donor Advised Fund (DAF)
are recognized upon receipt of cash from the DAF given lack of donor control over the related financial
institution.

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.

Donated automobiles held for sale

During the year ended June 30, 2024, the Fund recognized contributed non-financial assets within revenue
and support, including three rare automobiles. Consistent with contributions received in the form of cash
and other financial assets, the non-financial assets included a donor-imposed stipulation to use the
contributions within its programmatic activity for the payment of educational scholarships.



The BASIC Fund

Notes to the Consolidated Financial Statements

It is the Funds policy to make capital improvements to restore the contributed automobiles where the
return on such capital improvements is expected to increase the overall market price in excess of the cost
of restoration, subsequently selling the asset as soon as possible at auction or through a private buyer.
No automobiles received during the period were restricted for use. As of June 30, 2024, all automobiles
remained as assets of the Fund.

The Fund records contributed automobiles at net realizable value, which includes an estimated fair market
price for the automobile less costs to sell. The Fund established fair market value through use of an
appraisal performed by a licensed appraiser with specialty in valuing rare automobiles which incorporated
an estimate of the fair value on the basis of recent comparable sales prices for similar automobiles. Costs
of restoration are capitalized into the basis of the non-financial asset. When automobiles are sold during
the year, or in the subsequent event period prior to making these financial statements available for use,
the automobiles are valued based on actual cash proceeds on disposition.

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

Investments also include an alternative investment in a fund of funds that is valued at cost.

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.

10



The BASIC Fund

Notes to the Consolidated 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 Services

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.

Tax-Exempt Status

The BASIC Fund and its consolidated supporting organization are exempt from federal income tax on
related income under Section 501(c)(3) of the Internal Revenue Code, and California Revenue and
Taxation Code Section 23701(d). In addition, they have each received a determination form the IRS that
they are not private foundations.

As of June 30, 2024 management evaluated The BASIC Fund’s and its consolidated supporting
organization’s tax positions and concluded that it had maintained its tax exempt status and had taken no
uncertain tax positions that required adjustment to the consolidated financial statements. Therefore, no
provision or liability for income taxes has been included in the consolidated financial statements.

11



The BASIC Fund

Notes to the Consolidated Financial Statements

Use of Estimates

The preparation of financial statements in conformity with GAAP 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.

Fundraising

Fundraising represents expenses for salary and overhead expenses incurred in pursuit of raising money
for use in the Fund’s scholarship program.

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 consolidated 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 GAAP. Accordingly, such information should be read in conjunction with
the Fund’s financial statements for the year ended June 30, 2023 from which the summarized information
was derived.

New Accounting Pronouncements

Pronouncements adopted:

The Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) 2020-07,
Presentation and Disclosure by Not-for-Profit Entities for Contributed Nonfinancial Assets (Topic 958).
Under this guidance, contributed nonfinancial assets are required to be presented as a separate line in
the statement of activities, apart from contributions of cash and other financial assets. This ASU also
requires disclosure of the nonfinancial asset by category that depicts the type of asset, and narrative
disclosure of the policy for monetizing contributed nonfinancial assets, including whether such assets
were monetized, and a description of the valuation techniques used to arrive at a fair value measure. The
Fund adopted this ASU as of July 1, 2023 in connection with the receipt of a contribution of three rare
automobiles.

12



The BASIC Fund

Notes to the Consolidated Financial Statements

Subsequent Events

The Fund has reviewed the results of activities for the period of time from its fiscal year ended
June 30, 2024 through February 4, 2025, the date the consolidated 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 consolidated financial statements other than Note 11.

Note 3 - Contributions Receivable:

Contributions receivable consisted of the following at June 30, 2024:

Due within one year S 1,046,000
Due after one year 930,000
Subtotal 1,976,000
Less unamortized discount (25,266)
Less allowance for doubtful accounts (40,000)
Total S 1,910,734

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 had 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, 2024, a cumulative $2,970,011 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.

As of June 30, 2024, the Fund has received pledges for future payments totaling $3,796,500 which are
expected to be paid through a DAF. These amounts will recognized as contribution revenue upon
collection of cash.

13



The BASIC Fund

Notes to the Consolidated Financial Statements

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, 2024:

Amortized Cost Fair Value
Cash equivalents related to investments S 19,282,344 S 19,464,343
U.S. Government bonds 3,878,400 3,965,680
U.S. Treasury bills 3,823,308 3,831,580
Total assets in the fair value hierarchy 26,984,052 27,261,603
Fund of Funds measured at historical cost (a) 457,500 457,500
Total investments S 27,441,552 S 27,719,103

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 Consolidated Statement of Financial Position.

Net investment income was comprised of the following for the year ended June 30, 2024

Interest and dividend income S 875,246
Net realized and unrealized gains 365,997
Total investment income, net S 1,241,243

Note 5 - Net Assets With Donor Restrictions:

Net assets with donor restrictions totaled $33,346,884 at June 30, 2024 and are primarily available for
scholarship awards.

During the year ended June 30, 2024, net assets of $9,783,842 were released from donor restrictions by
incurring expenses satisfying the restricted purposes.

14



The BASIC Fund

Notes to the Consolidated Financial Statements

Note 6 - Related Party Transactions:

The Fund recorded contribution revenue of approximately $1,403,000 from its current Board of Directors
for the year ended June 30, 2024. At June 30, 2024 two of its current Board of Director members,
collectively owed $76,000.

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. Cash held in banks at times
may be greater than FDIC (Federal Deposit Insurance Corporation) insurance.

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

Non-financial assets consist of three automobiles carried at $4,903,360.

At June 30, 2024, three donors made up approximately 63% of the Fund’s total contributions and two
donors owe approximately 78% of the Fund’s total outstanding pledge receivables.

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, 2024, the remaining lease term for this lease is 3.1 years. The
discount rate as of June 30, 2024, was 2.88%.

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

Year Ending June 30,

2025 S 135,499
2026 139,544
2027 143,724
2028 12,006
Total future payments 430,773
Less discount to present value (19,298)
Total lease obligation S 411,475

15



The BASIC Fund

Notes to the Consolidated Financial Statements

Rental expense under this agreement for the year ended June 30, 2024 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 $480,000 has been called and $457,500 paid by the Fund as of June 30, 2024.

Note 9 - Availability and Liquidity:

As of June 30, 2024, the Fund’s financial assets available within one year for general expenditures were
as follows:

Cash S 2,015,568
Receivables 1,046,000
Investments 27,719,103
30,780,671

Less amounts not available to be used within one year:
Net assets with donor restrictions (33,346,884)
Alternative investment in fund of funds (457,500)
Add net assets with purpose restrictions to be met within one year 7,843,844
Total available for general expenditures S 4,820,131

The Fund’s goal is generally to maintain financial assets to meet 90 days of operating expenses, which are
budgeted at approximately $495,000. 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.

Note 10 - Donated Automobiles Held For Sale:

During the year the Fund received a non-financial contribution in the form of three rare automobiles
totaling $5,253,700 with associated liquidation costs of $495,730 for an estimated net realizable value of
$4,758,330. During the year the Fund incurred $145,030 in costs for restoration to ready the assets for
sale which were capitalized as part of the basis in the automobiles, for a total carrying value of $4,903,360.

16



The BASIC Fund

Notes to the Consolidated Financial Statements

Note 11 - Subsequent Events:

Subsequent to June 30, 2024, the Fund sold one of the donated automobiles held for sale for $300,000.
Consistent with the accounting policy, the Fund considered this transaction in recording the contributed
non-financial asset recognizing no gain or loss in the subsequent event sale.
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