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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
United Way of Central Alabama, Inc.

We have audited the accompanying financial statements of United Way of Central Alabama, Inc. and 
subsidiaries and affiliate (United Way) (a nonprofit organization), which comprise the consolidated and 
combined statement of financial position as of December 31, 2018, and the related consolidated and combined 
statements of activities, functional expenses and cash flows for the year then ended, and the related notes to 
the consolidated and combined financial statements.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated and combined
financial statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation and maintenance of internal control relevant to the 
preparation and fair presentation of consolidated and combined financial statements that are free from material 
misstatement, whether due to fraud or error.

Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated and combined financial statements based on 
our audit. We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the consolidated and combined financial statements are 
free from material misstatement.

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion.

Opinion
In our opinion, the consolidated and combined financial statements referred to above present fairly, in all 
material respects, the financial position of United Way of Central Alabama, Inc. and subsidiaries and affiliate as 
of December 31, 2018, and the changes in their net assets and their cash flows for the year then ended in 
accordance with accounting principles generally accepted in the United States of America.
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Emphasis of a Matter
For the year ended December 31, 2018, United Way adopted Financial Accounting Standards Board’s (FASB) 
accounting standards update (ASU) 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial 
Statements of Not-for-Profit Entities, as described in Note 18. The changes required by the update have been 
applied retrospectively to all periods presented.

Report on Summarized Comparative Information
We have previously audited the United Way of Central Alabama, Inc. and subsidiaries and affiliate 2017 
consolidated and combined financial statements, and we expressed an unmodified audit opinion on those 
audited financial statements in our report dated August 21, 2018. In our opinion, the summarized comparative 
information presented herein as of and for the year ended December 31, 2017, is consistent, in all material 
respects, with the audited financial statements from which it has been derived.

Other Matters

Supplementary Information
Our audit was conducted for the purpose of forming an opinion on the consolidated and combined financial 
statements as a whole. The accompanying supplementary information, which includes the schedule of 
allocations to agencies by impact areas and schedule of expenditures of federal and nonfederal awards, as 
required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, 
Cost Principles, and Audit Requirements for Federal Awards, are presented for purposes of additional analysis 
and are not a required part of the consolidated and combined financial statements. Such information is the 
responsibility of management and was derived from and relates directly to the underlying accounting and other 
records used to prepare the consolidated and combined financial statements. The information has been 
subjected to the auditing procedures applied in the audit of the consolidated and combined financial statements 
and certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the consolidated and combined financial statements 
or to the consolidated and combined financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, the 
information is fairly stated, in all material respects, in relation to the consolidated and combined financial 
statements as a whole.

Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated August 20, 2019, on 
our consideration of United Way of Central Alabama, Inc.’s internal control over financial reporting and on our 
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other 
matters. The purpose of this report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on internal control over 
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering United Way of Central Alabama, Inc.’s internal control over 
financial reporting and compliance.

Birmingham, Alabama
August 20, 2019
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
United Way of Central Alabama, Inc. (United Way or the Organization) is a voluntary health and welfare 
organization whose primary purpose is fundraising for Central Alabama (including the Alabama counties of 
Jefferson, Shelby, Walker, Blount and St. Clair) to support numerous not-for-profit agencies in the State of 
Alabama and other community projects. United Way also serves as a sponsor for several federal and state 
grant programs to fund services and needs in the community. Community Partnership of Alabama, Inc., Priority 
Veteran, Inc. and Meals on Wheels of Central Alabama, Inc. (the subsidiaries) are supporting organizations of 
United Way. Hands on Birmingham, Inc. (the affiliate) is a volunteer resource for Central Alabama. The activities 
and operations included in the accompanying consolidated and combined financial statements include those 
activities and operations over which United Way has oversight responsibility or for which United Way directly 
provides public services. 
 
Principles of Consolidation 
The accompanying consolidated and combined financial statements include the accounts of United Way; its 
subsidiaries, Community Partnership of Alabama, Inc., Priority Veteran, Inc., and Meals on Wheels of Central 
Alabama, Inc.; and its affiliate, Hands on Birmingham, Inc. All intercompany transactions have been eliminated 
upon consolidation and combination.  
 
Basis of Presentation 
The consolidated and combined financial statements reflect the accounts of United Way, exclusive of any 
agencies, which have their own independent board of directors and conduct independent service programs. 
The consolidated and combined financial statements include certain prior year summarized 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 (U.S. GAAP). 
Accordingly, such information should be read in conjunction with United Way's audited consolidated and 
combined financial statements for the year ended December 31, 2017, from which the summarized information 
was derived. 
 
Cash and Cash Equivalents 
Cash and cash equivalents consists of bank deposit accounts or money market funds.  For purposes of cash 
flow, cash and cash equivalents and restricted cash are combined. 
  
Restricted Cash 
Cash required to be held in separate accounts is segregated in accordance with the specified guidelines. 
Restricted cash is held for various purposes at December 31: 
 

 2018  2017 
    
Grants and programs $      1,912,806    $      1,805,073 
Cash collected for future campaigns 7,218,296  6,981,790 
Jefferson County Community Service Fund 2,272,464  - 
    
 $    11,403,566  $      8,786,863 

 
A corresponding liability of $2,387,587 and $506,622 is recorded in other liabilities for cash held for the grant-
related programs and the Jefferson County Community Service Fund at December 31, 2018 and 2017, 
respectively. Cash collected for future campaigns is recorded within net assets with donor restrictions (see  
Note 9). 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – CONTINUED 
 
Investments 
Short-term investments include bank certificates of deposit and donated stock. The recorded values 
approximate fair value.  
 
Long-term investments include equity securities and fixed income pooled bond funds primarily placed in a 
revocable trust fund recorded at fair value, based on the quoted market price of the underlying securities. Long-
term investments also include certain investments in hedge funds, which are recorded at the estimated 
underlying net asset valuation for the fund for the units held.  
 
Realized and unrealized gains and losses are reflected in the consolidated and combined statements of 
activities. Investment income for which restrictions are met in the same reporting period are reported as 
unrestricted support. Investment earnings with donor restrictions are recorded in net assets with donor 
restrictions based on the nature of the restrictions.  
 
Endowment Receivables 
United Way transfers certain endowment contributions to a local foundation for investment and management 
purposes and classifies such contributions based on donor intent as net assets without donor restrictions or net 
assets with donor restrictions. United Way is the beneficiary of the funds, which are available for distribution at 
the request of the Board of Directors of United Way (the Board), subject to donor restrictions. 
 
Property and Equipment 
Land, buildings and equipment having a unit cost of $500 or more are capitalized at cost or, if contributed, at 
the estimated fair market value at the date of contribution. If donors stipulate how long-term assets must be 
used, the contributions are recorded as restricted support. In the absence of such stipulations, contributions of 
property and equipment are recorded as unrestricted support. Depreciation is computed using the straight-line 
method over useful lives of 3 to 50 years. Repairs that do not extend the useful life of an asset are charged to 
expense as incurred. 
 
Net Assets Without Donor Restrictions  
Net assets without donor restrictions are available for use at the discretion of the Board and/or management 
for general operating purposes. From time to time, the Board designates a portion of these net assets for 
specific purposes, which makes them unavailable for use at management’s discretion. For example, the Board 
has designated a portion of net assets without donor restrictions as a quasi-endowment (an amount to be 
treated by management as if it were part of the donor-restricted endowment) for the purpose of securing the 
Organization’s mission.  
 
See Note 8 for more information on the composition of net assets without donor restrictions. 
 
Net Assets With Donor Restrictions  
Net assets with donor restrictions consist of assets whose use is limited by donor-imposed, time and/or purpose 
restrictions.  
 
The Organization reports gifts of cash and other assets as revenue with donor restrictions if they are received 
with donor stipulations that limit the use of the donated assets. When a donor restriction expires, that is, when 
a stipulated time restriction ends or purpose restriction is accomplished, the net assets are reclassified as net 
assets without donor restrictions and reported in the consolidated and combined statements of activities as net 
assets released from restrictions. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – CONTINUED 
 
Net Assets With Donor Restrictions – Continued  
Some net assets with donor restrictions include a stipulation that assets provided be maintained permanently 
(perpetual in nature), while permitting the Organization to expend the income generated by the assets in 
accordance with the provisions of additional donor imposed stipulations or a Board approved spending policy. 
 
See Notes 9 and 10 for more information on the composition of net assets with donor restrictions and the 
release of restrictions, respectively.  
 
Promises to Give/Pledges 
Unconditional promises to give that are expected to be collected within one year are recorded at their expected 
net realizable value. Unconditional promises to give that are expected to be collected in future years are 
recorded at the present value of estimated future cash flows. The discounts on those amounts are computed 
using a risk free interest rate applicable to the year in which the promise is received. 
 
Amortization of the discount is included in contribution revenue. Conditional promises to give are not included 
as support until such time as the conditions are substantially met. 
 
Public Support and Revenue 
United Way’s primary source of revenue is an annual fundraising campaign. United Way has the administrative 
responsibility of collecting the pledges and distributing proceeds to or on behalf of member organizations. All 
joint appeal proceeds and related fundraising costs are included in the consolidated and combined financial 
statements of United Way. 
 
Pledges are recorded as received, and allowances are provided for amounts estimated to be uncollectible. In 
general, uncollected pledges are fully reserved by the end of the second year following the year in which 
payment is expected, and the pledges are recognized in revenues. Pledges designated for specific agencies 
and pledges for organizations out of the service area are reported as donor designations and a reduction to the 
applicable year campaign revenue, as they represent ‘pass-through’ funds and are not revenue for United Way. 
 
United Way has the responsibility of processing work place campaigns for companies having regional and/or 
national work locations and whose headquarters are based in the Central Alabama region. Recognizing that 
other local United Way organizations are primarily involved with the direct solicitation of these respective 
company locations, United Way does not include the campaign results from these locations in the campaign 
revenue. 
 
Grant revenues are recorded as unrestricted revenues in the year the expenditures are incurred. Endowment 
contributions and investments are permanently restricted by the donor.  
 
Campaign and Advertising Expenses 
Campaign and advertising expenses are charged to expense as incurred. Advertising costs were approximately 
$766,000 and $750,000 (including gift-in-kind expense for media services (Note 12) of $273,000 and $303,000) 
for the years ended December 31, 2018 and 2017, respectively.  
 
Functional Allocation of Expenses 
The consolidated statements of functional expenses presents expenses by function and natural classification. 
Expenses directly attributable to a functional area of United Way are reported as expense of those functional 
areas. United Way allocates certain fundraising and administrative expenses and depreciation and amortization 
to programs generally based on personnel, square footage and actual usage.  
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – CONTINUED 
 
Intermediate Measure of Operations  
The Organization has presented the consolidated statements of activities based on an intermediate measure 
of operations. The operating excess/(loss), after transfers in the consolidated statements of activities includes 
all revenues and expenses that are an integral part of the Organization’s programs and supporting activities, 
net assets released from restrictions to support operating expenditures, and transfers to/from Board 
designated and other non-operating funds to support current operating activities or set aside to support future 
operating activities aligning with the Organization’s mission.  
 
See Note 8 for more information regarding Board designated appropriations and transfers to/from operations.  
 
The measure of operations includes the support for operating activities from both net assets with donor 
restrictions and net assets without donor restrictions designated for long-term investment (e.g. the donor-
restricted and quasi-endowments) according to United Way’s spending policy. The measure excludes pension 
related changes other than net periodic pension costs.  
 
Tax Status 
United Way and its subsidiaries and affiliate are exempt from income tax under Section 501(c)(3) of the U.S. 
Internal Revenue Code (the Code) and comparable state law, and contributions to it are tax deductible within 
the limitations prescribed by the Code. United Way has been classified as a publicly supported organization 
that is not a private foundation under Section 509(a) of the Code.  
 
United Way is required to assess their uncertain tax positions for the likelihood that they would be overturned 
upon Internal Revenue Service (IRS) examination or upon examination by state taxing authorities. United Way 
has determined that it does not have any positions at December 31, 2018 or 2017, that it would be unable to 
substantiate. United Way has filed its not-for-profit tax returns for all years through December 31, 2017. Years 
ended December 31, 2015 and subsequent remain subject to audit by taxing authorities. 
 
Fair Value Measurements 
The Organization uses fair value measurements to record fair value adjustments to certain assets and liabilities 
and to determine fair value disclosures. The fair value of a financial instrument is the price that would be 
received to sell an asset or paid to transfer a liability in an orderly market transaction between market 
participants at the measurement date. Fair value is best determined based on quoted market prices. The fair 
value guidance established three categories within a fair value hierarchy, based on the reliability of inputs used 
in measuring fair value, as follows: 
 
 Level 1 – Valuations based on quoted prices in active markets for identical assets or liabilities that the 

Organization has the ability to access. Since valuations are based on quoted prices that are readily and 
regularly available in an active market, valuation of these products does not entail a significant degree of 
judgment. 

 
 Level 2 – Valuations based on observable inputs, including quoted prices (other than Level 1) in active 

markets for similar assets or liabilities, quoted prices for identical or similar assets or liabilities in markets 
that are not active, inputs other than quoted prices that are observable for the asset or liability, such as 
interest rates, yield curves, volatilities and default rates, and inputs that are derived principally from or 
corroborated by observable market data. 

 
 Level 3 – Valuations based on inputs that are unobservable and significant to the overall fair value 

measurement.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – CONTINUED 
 
Fair Value Measurements – Continued 
A financial instrument's categorization within the fair value hierarchy is based on the lowest level of any input 
that is significant to the fair value measurement. Additional guidance is available for estimating fair value when 
the volume and level of activity for an asset or liability have significantly decreased in relation to normal market 
activity for the asset or liability, including guidance on circumstances that may indicate that a transaction is not 
orderly and requires additional disclosures about fair value measurements.  
 
Some of the Organization’s financial instruments are not measured at fair value on a recurring basis. However, 
these instruments are carried at amounts that approximate fair value due to their liquid or short-term nature. 
Such financial assets and liabilities include campaign pledges receivable, grants receivable and accounts 
payable. 
 
Use of Estimates 
The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates 
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during 
the reporting period. Actual results could differ from those estimates. 
 
Investments in securities are exposed to various risks, such as interest rate, market and credit risks. Due to the 
level of risk associated with certain investment securities, it is at least reasonably possible that changes in the 
value of investment securities will occur in the near term, which could materially affect United Way’s net assets. 
 
Reclassifications 
Certain reclassifications have been made to the 2017 financial statements included herein to conform to the 
2018 presentation.  These reclassifications had no material effect on the financial position, results of operations, 
or cash flows of the Organization as previously reported.  
 
Subsequent Events 
Management has evaluated subsequent events and their potential effects on these consolidated and combined 
financial statements through August 20, 2019, which is the date these consolidated and combined financial 
statements were available to be issued.  See Note 19 for subsequent events disclosures. 
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2. PLEDGES RECEIVABLE 
 
Campaign Pledges Receivable – Net (Current Year) 
Included in pledges receivable are the following unconditional promises to give at December 31: 
 

 2018  2017 
    
Current campaign:    

Undesignated $    28,677,829  $    29,531,702 
Designated 4,902,120  5,456,467 
Processed on behalf of other United Way organizations 1,957,413  2,234,840 

    
Gross unconditional pledges 35,537,362  37,223,009 
Cash collected during campaign (6,403,769)  (6,473,317) 
    
Pledges receivable – current year 29,133,593  30,749,692 
Allowance for uncollectible pledges (2,482,752)  (2,512,196) 
    
 $    26,650,841  $    28,237,496 

 
Campaign Pledges Receivable – Net (Prior Years) 
Prior year pledges receivable are reported net of the allowance for uncollectible pledges of $2,695,817 and 
$2,197,988 for the years ended December 31, 2018 and 2017, respectively. 
 
Long-Term Pledges Receivable 
Long-term pledges receivable consist of initiative pledges, endowment pledges, capital campaign pledges and 
campaign pledges to be collected over a period of 5 to 10 years, with up to five years remaining at December 
31, 2018. The related unamortized discount has been calculated using the U.S. Treasury Bill rate over the life 
of each individual pledge.  
 
These amounts consist of the following at December 31: 
 

 December 31, 2018 
 

Pledge 
 Unamortized 

Discount 
 Discounted 

Pledge 
  

Interest Rate 
        
Campaign pledges $   1,988,686  $                  -  $   1,988,686  Various 
Capital campaign pledges 170,000  -  170,000  Various 
Endowment pledges 139,576  2,402  137,174  Various 

        
 $   2,298,262  $          2,402  $   2,295,860   

 
 December 31, 2017 
 

Pledge 
 Unamortized 

Discount 
 Discounted 

Pledge 
  

Interest Rate 
        
Campaign pledges $   1,625,801  $                  -  $   1,625,801  Various 
Endowment pledges         215,777  4,569  211,208  Various 
Initiative pledges         100,000  -  100,000  Various 

        
 $   1,941,578  $          4,569  $   1,937,009   
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2. PLEDGES RECEIVABLE – CONTINUED 
 
Included in endowment pledges are the premiums expected to be paid on life insurance policies with total face 
values approximating $18.4 million and $21.3 million at December 31, 2018 and 2017, respectively, in which 
United Way is the owner and beneficiary. 
 
The following table summarizes current and long-term pledge receivables, before reduction for the allowance 
for uncollectible pledges at December 31. 
 

 2018  2017 
    
Amounts due in:    

Less than one year $      4,488,925  $      5,381,130 
One to five years 31,397,483  32,633,732 

    
 $    35,886,408  $    38,014,862 

 
 
3. GRANTS RECEIVABLE 
 
Grants receivable consist of the following amounts at December 31: 

 2018  2017 
U.S. Department of Health and Human Services:    

Ryan White Title II  $      4,554,017    $  3,397,400  
Area Agency on Aging            389,833           405,923  
Birmingham REACH for Better Health              11,812             10,667  

U.S. Dept. of Veteran Affairs:    
Supportive Services for Veteran Families            206,470           220,510  

U.S. Dept. of Housing and Urban Development - HUD:            117,163             31,712  
U.S. Department of Education: GEAR-UP                1,296            33,998  
U.S. Department of Treasury:    

 Internal Revenue Service - VITA              19,721                      -  
Alabama Department of Education    

Walker 21st Century Community Learning              60,025             33,788  
Alabama Department of Transportation    

Alabama Partnership for Clean Air                        -            10,873  
Navigate Housing Affordability Trust Grants                        -          148,625  

  $       5,360,337    $    4,293,496  
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4. ENDOWMENTS 
 

United Way's invested endowment consists of 45 to 50 separate funds established for a variety of purposes. Its 
endowment includes donor-restricted funds and funds designated by the Board to function as endowments. Net 
assets associated with endowment funds, including funds designated by the Board to function as endowments, 
are classified and reported based on the existence or absence of donor-imposed restrictions. 
 
The Board has interpreted the State Prudent Management of Institutional Funds Act (SPMIFA) 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, United Way classifies as net 
assets with donor restrictions (a) the original value of gifts donated to the donor restricted endowment, (b) the 
original value of subsequent gifts to the donor restricted endowment and (c) accumulations to the donor 
restricted endowment subsequent to its addition to the fund. These funds are classified as net assets with donor 
restrictions until those amounts are appropriated for expenditure by United Way in a manner consistent with 
the standard of prudence prescribed by SPMIFA. In accordance with SPMIFA, United Way considers the 
following factors in making a determination to appropriate or accumulate donor-restricted endowment funds: 
(a) the duration and preservation of the various funds, (b) the purposes of the donor restricted endowment 
funds, (c) general economic conditions, (d) the possible effect of inflation and deflation, (e) the expected total 
return from income and the appreciation of investments, (f) other resources of United Way and (g) United Way’s 
investment policies. 
 
Investment Return, Objectives, Risk Parameters and Strategies 
United Way has adopted investment criteria, approved by the Board, for endowment assets to ensure that 
inherent investment risks are reasonably and prudently managed. The assets are held in three different asset 
classes: cash and short-term fixed income, fixed income and growth assets.  
 
The cash and short-term fixed income pool is designed to provide United Way with a high level of liquidity and 
safety. This allocation will consist of 100% of the current budget year investment income budget along with 50% 
of the year two budget. This pool will be invested in pooled vehicles offering daily liquidity with duration of one 
year or less. The average credit quality of the vehicle should be AA or better. The fixed income pool is intended 
to provide further protection (in addition to the cash and short-term fixed income pool) for future investment 
income budget years. This allocation will consist of 50% of the year two-income budget along with 100% of the 
year three-income budget. The aggregate duration of any fixed income portfolio shall not be less than 75%, or 
greater than 125% of the duration of the chosen index. It is expected that approximately 50% of the fixed income 
allocation will be invested in enhanced cash fixed income with a maturity focus of one to three years, with the 
remaining 50% invested in core fixed income that will be longer in duration. The growth assets pool is designed 
to provide United Way with inflation protection and provide for the long-term growth of the investment program. 
This allocation will consist of all assets not specifically designated for the cash and short-term and fixed income 
pools. The growth assets pool shall include (but is not limited to) the following asset classes: domestic equities 
pool, global equity pool and alternative investments. 
 
Spending Policy 
The endowment's spending policy allows an agency or program to plan and budget its income from the 
endowment fund. In addition, the policy enables the endowment fund to build its assets, thus building for 
additional income in future years. Each year, United Way will distribute up to 5% of the 16-quarter moving 
average of the market value of the endowment fund's total assets. 
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4. ENDOWMENTS – CONTINUED 
 
Underwater Endowment Funds 
The Organization considers a fund to be underwater if the fair value of the fund is less than the sum of (a) the 
original value of initial and subsequent gift amounts donated to the fund and (b) any accumulations to the fund 
that are required to be maintained in perpetuity in accordance with the direction of the applicable donor gift 
instrument. As of December 31, 2018 and 2017, the Organization had certain endowment funds that were 
valued at amounts less than the original funding amount; the total of which was not considered material for 
further disclosure.  
 
Endowment net asset composition by type of fund as of December 31, 2018, is as follows: 
 

 
Without 
Donor 

Restrictions 
 

 
 

Total Net 
Endowment 

Assets 
With Donor 
Restrictions  

      

Donor-restricted endowment 
funds $     375,334   $   9,687,038   $    10,062,372  

Undesignated endowment funds 4,132,143  -  4,132,143 
      

Total funds $  4,507,477  $   9,687,038   $    14,194,515 
 
Changes in endowment net assets as of December 31, 2018, are as follows: 

 
 

Without Donor 
Restrictions 

 
 

With Donor 
Restrictions  

Total Net 
Endowment 

Assets 
      

Endowment net assets at beginning of year $         8,638,634  $    9,158,430  $      17,797,064 
Contributions 144,746  876,314  1,021,060 
Investment income 114,431  101,963  216,394 
Net depreciation (402,140)  (277,777)  (679,917) 
Amounts appropriated for expenditures (47,182)  (151,030)  (198,212) 
Fund transfer / in transit (3,915,738)  -  (3,915,738) 
Fees (25,274)  (20,862)  (46,136) 

      
Endowment net assets at end of year $         4,507,477  $    9,687,038  $      14,194,515 

 
Endowment net asset composition by type of fund as of December 31, 2017, is as follows: 
 

 
Without 
Donor 

Restrictions 
 

 
 

Total Net 
Endowment 

Assets 
With Donor 
Restrictions 

      
Donor-restricted endowment funds $     497,976   $   9,158,430   $      9,656,406  
Undesignated endowment funds 8,140,658  -  8,140,658       
Total funds $  8,638,634   $   9,158,430   $    17,797,064  
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6. INVESTMENTS 
 
The following summarizes the aggregate carrying amount of short- and long-term investments by major type: 
 

 December 31, 2018  December 31, 2017 
 Cost  Market  Cost  Market 

        
Certificates of deposit $      350,000  $      350,000  $      350,000  $      350,000 
Equity securities 20,739,154  22,257,813  19,179,733  23,945,064 
U.S. Government obligations 424,477  423,662  672,871  689,166 
Mortgage backed securities  2,767,600  2,757,289  1,511,281  1,537,070 
Municipal obligations  83  204  214  537 
Corporate bonds 1,251,150  1,248,839  902,653  925,025 
Fixed income mutual funds 2,230  5,501  2,088  5,229 
International funds  -  -  140,847  137,257 
Alternative investments 1,625,947  2,577,459  2,157,157  3,669,156 

        
 $ 27,160,641  $ 29,620,767  $ 24,916,844  $ 31,258,504 

 
Investment return is reported net of investment expenses of approximately $18,000 and $30,000 in 2018 and 
2017, respectively. The following summarizes investment return and its classification: 
 

 Year Ended December 31, 2018 

 Without Donor 
Restrictions   With Donor 

Restrictions   Total 
      

Investment income $               599,808   $     101,962   $         701,770  
Net realized and unrealized losses (1,927,914)  (407,713)  (2,335,627) 

         
 $         (1,328,106)   $  (305,751)   $    (1,633,857)  

 
 
 

Year Ended December 31, 2017 
 Without Donor 

Restrictions   With Donor 
Restrictions   Totals 

      
Investment income $               550,297   $       56,478   $         606,775  
Net realized and unrealized gains  3,544,603  485,609  4,030,212 

         
 $            4,094,900   $     542,087   $      4,636,987  

 
The Organization holds certain alternative investments (hedge funds) as reported above at December 31, 2018 
and 2017. These alternative investments consist primarily of three hedge funds, which are limited partnerships 
or similar arrangements. The hedge fund investments are fund-of-funds investments and, accordingly, due to 
the structure, flexibility and lower level of regulatory oversight, may create additional exposure to investment 
risk. The fund managers hold these unrated investments, which consist primarily of long/short equity 
investments and specific hedging strategies that deal with distressed/restructurings and capital structure 
arbitrage.
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6. INVESTMENTS – CONTINUED  
 
Certain hedge funds had initial lock up periods, which have expired. Hedge fund balances totaling 
approximately $2,600,000 at December 31, 2018, are subject to a 60-day notice for redemption; the remainder 
of the balances may be redeemed at their redemption value at or near the reporting date. 
 
Investment Property 
United Way holds an investment property that was donated in 2009 and is recorded at $1,010,000 at December 
31, 2018 and 2017, based on current appraised values. United Way updates the appraisal every two years. 
United Way obtained the most recent appraisal in June 2017 and recorded an unrealized loss of $30,000 in 
2017 to adjust the property value to fair market value. The investment property was leased to a tenant under a 
10-year lease in 2014. 
 
 
7. FAIR VALUE MEASUREMENTS 
 
The following methods and assumptions were used by the Organization to estimate the fair value of each class 
of financial instruments using the fair value hierarchy described in Note 1: 
 
The fair value of investments is based on observable inputs, such as quoted prices in active markets or other 
than quoted prices in active markets that are observable either directly or indirectly. Investments with values 
based on quoted market prices in active markets are classified by the Organization as Level 1 and include 
certificates of deposit and mutual funds. The mutual funds are exchange-traded funds and legally and 
contractually redeem their outstanding shares at net asset value. 
 
Investments that trade in markets that are not considered to be active, but are valued based on quoted market 
prices, dealer quotations or alternative pricing sources supported by observable inputs are classified as  
Level 2 by the Organization and include fixed income securities and pooled investment funds that are valued 
at the redemption value of units held based on the underlying assets and liabilities. Investments in the pool 
include equity securities, fixed income securities, hedge funds, real estate funds and commodities funds.  
 
Investments with values based on unobservable inputs in which there is little or no market data are classified 
as Level 3 by the Organization and include investment property.   
 
Investment property is valued using the current appraised fair market value. These fair value estimates are 
evaluated on a regular basis and are susceptible to revisions as more information becomes available. Because 
of these factors, it is reasonably possible that the estimated fair values of these investments may change 
materially in the near term. 
 
Hedge funds are valued at the redemption value of units held based on the underlying assets and liabilities and 
include equity securities, fixed income securities, real estate funds, commodities funds and other types of 
nontraditional investments.  
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7. FAIR VALUE MEASUREMENTS – CONTINUED 
 
The fair values of assets measured on a recurring basis at December 31 are as follows: 
 

 December 31, 2018 
 Fair Value Measurements at Reporting Date Using: 

 Fair Value  

Quoted Prices In 
Active Markets 

for Identical 
Assets 

(Level 1)  

Significant 
Other 

Observable 
Inputs 

(Level 2)  

Significant 
Unobservable 

Inputs 
(Level 3) 

        
Certificates of deposit $      350,000  $              350,000  $                      -  $                       - 
Equity securities 22,257,813  22,257,813  -  - 
U.S. Government obligations 423,662  2,852  420,810  - 
Mortgage backed securities  2,757,289  2,203,592  553,697  - 
Municipal obligations  204  204  -  - 
Corporate bonds 1,248,839  8,558  1,240,281  - 
Fixed income mutual funds 5,501  5,501  -  - 
Investment property  1,010,000  -  -  1,010,000 
Alternative investments (a) 2,577,459  -  -  - 

        
 $ 30,630,767  $         24,828,520  $        2,214,788  $        1,010,000 

 
 December 31, 2017 
 Fair Value Measurements at Reporting Date Using: 

 Fair Value  

Quoted Prices In 
Active Markets 

for Identical 
Assets 

(Level 1)  

Significant 
Other 

Observable 
Inputs 

(Level 2)  

Significant 
Unobservable 

Inputs 
(Level 3) 

        
Certificates of deposit $      350,000  $              350,000  $                      -  $                       - 
Equity securities 23,945,064  23,945,064  -  - 
U.S. Government obligations 689,166  4,298  684,868  - 
Mortgage backed securities  1,537,070  1,038,798  498,272  - 
Municipal obligations  537  537  -  - 
Corporate bonds 925,025  6,629  918,396  - 
Fixed income mutual funds 5,229  5,229  -  - 
International funds  137,257  -  137,257  - 
Investment property  1,010,000  -  -  1,010,000 
Alternative investments (a) 3,669,156  -  -  - 

        
 $ 32,268,504  $        25,350,555  $        2,238,793  $        1,010,000 

 
(a) In accordance with Subtopic 820-10, certain investments that were measured at net asset value per share (or its 
equivalent) have not been classified in the fair value hierarchy. The fair value amounts presented in this table are intended 
to permit reconciliation of the fair value hierarchy to the line items in the statements of net assets available for benefits.  
 
For investments in alternative investment funds, measured at net asset value (NAV), the funds are subject to a 
60-day period for notice of redemption and funds are available annually on December 31 each year, since the 
initial two-year lock-up period for such investment funds has expired.  
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7. FAIR VALUE MEASUREMENTS – CONTINUED  
 
Assets measured at fair value on a recurring basis using significant unobservable inputs (Level 3) are as 
follows: 
 

  
Fair Value Measurement Using Significant 

Unobservable Inputs (Level 3) 

   
Investment 

Property  Total 
      
January 1, 2017:   $         1,040,000  $         1,040,000 

Total unrealized gains (losses)   (30,000)  (30,000) 
Total realized gains (losses)   -  - 
Purchases and issuances   -  - 
Settlements   -  - 

      
December 31, 2017:   1,010,000  1,010,000 

Total unrealized gains (losses)   -  - 
Total realized gains (losses)   -  - 
Purchases and issuances   -  - 
Settlements   -  - 

      
December 31, 2018   $         1,010,000  $         1,010,000 

 
Gains and losses (realized and unrealized), included in changes in net assets investments (Level 3) for the 
years ended December 31, 2018 and 2017, are reported in investment income as follows: 
 

 December 31, 2018 
 Without Donor 

Restrictions   With Donor 
Restrictions 

    
Total unrealized gains (losses) included in changes in net  
assets for the year 

 
$                          - 

  
$                        - 

    
Change in unrealized gains (losses) relating to assets still 
held at year end 

 
$                          - 

  
$                        - 

    December 31, 2017 
 Without Donor 

Restrictions 
 With Donor 

Restrictions 
    

Total unrealized losses included in changes in net assets 
for the year 

 
$             (30,000)   

  
$                       - 

    
Change in unrealized losses relating to assets still held at 
year end 

 
$             (30,000)   

  
$                       - 



UNITED WAY OF CENTRAL ALABAMA, INC. 
AND SUBSIDIARIES AND AFFILIATE 

NOTES TO THE CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS 
DECEMBER 31, 2018 AND 2017 

 
 

22 
 

8.  NET ASSETS WITHOUT DONOR RESTRICTIONS 
 
United Way’s net assets without donor restrictions include amounts that have not been designated and amounts 
that have been designated for a particular use by the Board.  
 
Net assets without donor restrictions are available for the following purposes at December 31: 
 

 2018  2017 
    
Undesignated 
Building and campus improvements 

$      9,815,150   
340,852  

 $      7,187,260   
611,691  

Contingencies 8,767,716  8,897,202 
Self-insurance reserve 7,616,146  4,602,665 
Development fund 3,335,815  2,523,525 
Endowment  4,507,477  8,638,634 
Community impact and initiatives 3,367,735  3,402,535 
    

Total net assets without donor restrictions    
$    37,750,891 

    
$    35,863,512 

 
Building and campus improvements: The Spain Hodges Building located at 3600 8th Avenue South is on an 
annual rotation schedule for improvements to the building and grounds, not considered ordinary maintenance. 
These  improvements/replacements  should reduce ordinary maintenance as technology and materials continue 
to improve. These funds may also be used for any additional needed space which may require movement of 
walls, doors, electrical work as well as furniture. 
 
Contingencies:  United Way is not unique in having to determine annual estimates for uncollectable pledges, 
evergreen campaigns, and designations by donors to non-partner agencies that are within the organizational 
policy. Other considerations include economic trends that could affect campaign projections or delayed grant 
reimbursements that could negatively affect the Organization.  Therefore, United Way sets aside funds to cover 
these types of contingencies.  
 
Self-insurance reserves: United Way cannot predict catastrophic health claims for the self-insured health plan 
covering United Way employees as well as the employees of participating partner agencies. Therefore, a 
reserve was established and is reviewed annually by the Board to cover these unexpected claims, as well as 
to help stabilize the premium costs for health insurance coverage for all participants. 
 
Development fund: The United Way Board approved and set aside funding outside of the annual budget, for 
development of new initiatives considered necessary for the increasing needs in the community as well as 
internal operations to keep competitive for current market trends in fundraising. Funding provides the backbone 
administrative costs driving United Way’s Bold Goals work, as well as the development and implementation of 
a direct marketing strategy.  
 
Endowment: United Way operates a quasi-endowment set up by the Board. This endowment type provides 
the benefit of flexibility of internal transfers for program or operational expenses and follows the United Way 
Endowment spending policy. These funds are managed and invested within the Investment Policy by the Board. 
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9. NET ASSETS WITH DONOR RESTRICTIONS – CONTINUED  
 
The various purposes of the above donor restricted amounts are as follows: 
 
Community impact and initiatives: Donor designated funds received from either annual campaigns or direct 
marketing campaigns to support programs, new program initiatives and disaster aid. These gifts fund programs 
outside of the United Way budget and can be used as cash match requirements or to supplement federal grants 
serving clients who may be ineligible for services under grant constraints. These funds allow United Way to 
respond to fast-emerging community needs to meet the organization’s mission. 
  
Sponsorship programs: Donor funds collected by 22 different Corporate Assistance funds where companies 
and their employees make gifts to United Way, outside of the annual campaign, that are designated by the 
donors, (employees and companies) to benefit employees of their company experiencing financial instability. 
The 22 companies designate an individual at their company to work with a United Way case manager. The 
case manager determines the need and follows each company’s sponsorship contract for providing assistance.   
Assistance payments for employees are made directly to vendors. In cases of disaster, United Way works with 
the company to get help for their employees in the most efficient way possible.  
 
Capital campaign: Funds collected for renovations to the building purchased in 2017. These gifts can be cash 
gifts and/or pledges over a certain number of years. Renovations are expected to begin September of 2019 
and estimated at $4.5 million.  
 
Endowment: Funds collected by United Way and designated by individual donors that follow the legacy and 
endowment policy set by the Board. Consistent withdrawals support future campaign gifts from these 
individuals and are subject to the United Way endowment spending policy. Endowment funds are invested 
and follow the United Way investment policy set by the Board. 
 
 
10. NET ASSETS RELEASED FROM RESTRICTION 
 
Net assets were released from donor restrictions by incurring expenses, satisfying the restricted purposes or 
by occurrence of other events specified by the donors as follows for the years ended December 31: 
 

 2018  2017 
    
Purpose restrictions:    

Community impact and initiatives $           29,500  $         102,424 
Sponsorship programs 227,157  225,084 
Endowment 151,030  97,151 

Time restrictions:    
Net campaign for future years  27,205,186  27,241,612 

    
Total purpose and time restrictions $    27,612,873  $    27,666,271 
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11. ALLOCATIONS, GRANTS UNDER MANAGEMENT AND COMMUNITY SERVICES 
 
Allocations and Grants under Management 
In 2018, allocations and grants under management invested in the community (classified by impact area) are 
as follows: 
 

Impact 
Areas 

Allocations 
to Member 
Agencies  

Special 
Initiatives 

and 
Programs  

Other 
Allocations  

Grants under 
Management 

 Agency 
Health 

Insurance 
Program  Amount  Percent 

            
Health $10,037,129 $  30,018  $   488,361  $33,538,578  $8,664,987 $52,759,073  66.94% 
Education 6,242,474 108,660  343,851  524,624  - 7,219,609  9.16% 
Income 7,423,197 113,846  240,261  2,678,795  - 10,456,099  13.27% 
Crisis/ 
access to 
services 3,160,541 170,923  4,295  3,870,835 

  
 

- 7,206,594  9.14% 
Other - -  1,171,481  -  - 1,171,481  1.49% 

            
 $26,863,341 $423,447  $2,248,249  $40,612,832  $8,664,987 $78,812,856  100.00% 

 
In 2017, allocations and grants under management invested in the community (classified by impact area) are 
as follows: 
 

Impact 
Areas 

Allocations 
to Member 
Agencies  

Special 
Initiatives 

and 
Programs  

Other 
Allocations  

Grants under 
Management 

 Agency 
Health 

Insurance 
Program  Amount  Percent 

            
Health $10,352,549 $  19,408  $   637,567  $  26,235,395  $ 9,892,614 $47,137,533  64.38% 
Education 6,323,368 113,829  330,056  571,740  - 7,338,993  10.02% 
Income 7,571,466 88,824  158,883  2,916,404  - 10,735,577  14.66% 
Crisis/ 
access to 
services 3,235,303 116,934  10,938  2,889,948  - 6,253,123  8.54% 
Other - -  1,757,041  -  - 1,757,041  2.40% 

            
 $27,482,686 $338,995  $2,894,485  $  32,613,487  $ 9,892,614 $73,222,267  100.00% 

 
Community Services 
United Way provides building space, data processing and accounting services for certain initiatives, programs, 
and agencies. Revenue from sales and services to the public includes bookkeeping, administrative and rental 
income for agencies of approximately $360,000 and $378,000 in 2018 and 2017, respectively. The costs of 
such services, including depreciation, were approximately $388,600 and $236,000 in 2018 and 2017, 
respectively. United Way held cash at December 31, 2018 and 2017, of approximately $85,000 and $62,000, 
respectively, in conjunction with services provided for agencies. 
 
United Way pays certain expenses and administers grant receipts on behalf of these agencies in providing the 
above-mentioned services. The agencies subsequently reimburse United Way for these expenses, usually 
within the next month. There is a net receivable from these agencies of approximately $54,000 and $107,000 
at December 31, 2018 and 2017, respectively, which is netted in due to agencies. 
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12. CONTRIBUTED SERVICES 
 
Employees of local companies and other organizations participating in United Way’s Loaned Executive Program 
volunteered approximately 11,095 and 14,040 hours, with an approximate fair value of $282,000 and $347,000 
not recognized as revenue for the years ended December 31, 2018 and 2017, respectively. The Loaned 
Executives assist United Way during the annual campaign. United Way received contributed services including 
a gift-in-kind for media services of approximately $273,000 and $303,000 for the years ended December 31, 
2018 and 2017, respectively, based on an allocation from United Way Worldwide for services provided to United 
Way of Central Alabama’s market area.  These contributed services are reported as gift-in-kind revenue and 
functional expenses in the accompanying financial statements. 
 
Additionally, people across the community participated in United Way’s Visiting Allocation Team (VAT) process 
volunteering approximately 6,096 and 1,974 hours, with an approximate fair value of $155,000 and $49,000 for 
the years ended December 31, 2018 and 2017, respectively. VAT members review allocation requests from 
United Way agency partners, participate in site visits to assess programs from a community perspective and 
make recommendations on funding. 
 
Meals on Wheels of Central Alabama received a gift-in-kind lease of approximately $21,000 for the years ended 
December 31, 2018 and 2017, for space in which to prepare meals for delivery to participants and to senior 
centers throughout the area. This lease is reported as gift-in-kind revenue and functional expenses in the 
accompanying financial statements.  
 
 
13. SALES, FINANCE AND ADMINISTRATION CALCULATION 
 
The United Way sales, finance and administration (SF&A) ratio percentage reflects the costs incurred for raising 
campaign revenues. The SF&A ratio percentage as shown below is calculated by dividing fundraising and 
administrative costs obtained from the consolidated and combined statements of activities and functional 
expenses reduced by revenue generated by the respective areas by total campaign revenue announced for the 
current campaign year.  

 2018  2017 
    

Fundraising expenses  $     3,280,275   $     2,945,732  
Administrative expenses         2,035,330          2,173,806  
        5,315,605          5,119,538  
    
Fundraising & administrative revenues         (715,459)          (781,985) 
Less expenses funded through other sources for:    
   Digital marketing           (69,244)                      -    
   Board designated funds           (79,569)                      -    
   Planned giving         (530,333)          (477,109) 
   Strategic plan         (231,399)          (223,852)     
Numerator $     3,689,601   $     3,636,592  
    
Campaign revenue announced/Denominator $   38,001,218  $   38,000,214  
    
SF&A 9.71%  9.57% 



UNITED WAY OF CENTRAL ALABAMA, INC. 
AND SUBSIDIARIES AND AFFILIATE 

NOTES TO THE CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS 
DECEMBER 31, 2018 AND 2017 

 
 

27 
 

14. LIQUIDITY AND AVAILABIILITY OF RESOURCES  

Financial assets available for general expenditure, that is, without donor or other restrictions limiting their use, 
within one year of the statement of financial position date, comprise of the following: 
 

  2018    2017  
Cash $       8,112,919  $      7,709,170 
Short-term investments 352,506  352,506 
Due from agencies 58,989  38,989 
Prior year Campaign pledges receivable - net 1,742,138  3,138,142 
Grants receivable 5,360,337  4,293,496 
Other current assets 1,420,295  1,310,928 
Long-term investments without donor restrictions 19,581,223  21,747,568 
Total financial assets available within one year 36,628,407  38,590,799 

    
Less:    
Amounts unavailable to management without    
   Board approval: 27,935,741  28,676,252 

    
Total financial assets available to management for        
   general expenditure within one year 

 
$       8,692,666 

  
$      9,914,547 

 
Liquidity Management 
The Organization maintains a policy of structuring its financial assets to be available as its general expenditures, 
liabilities, and other obligations come due.  
 
The Organization has a committed line of credit of $10,000,000, which it could draw upon in the event of an 
unanticipated liquidity need. Additionally, the Organization has board designated net assets without donor 
restrictions that, while the Organization does not intend to spend these for purposes other than those identified, 
the amounts could be made available for current operations if necessary. The Organization’s investment policy 
also requires that fifty percent of the current year’s budget be held in cash and fifty percent in fixed income 
securities.  
 
 
15. EMPLOYEE BENEFIT PLANS 
 
Defined Benefit Pension Plan 
United Way sponsors a noncontributory defined benefit pension plan covering substantially all full-time 
employees. The benefits for this plan are based on the employees' final average earnings, as defined in the 
plan agreement, and years of service. United Way’s funding policy is to make the minimum annual contribution 
required by applicable regulations. Contributions are intended to provide not only benefits attributed to service, 
but also for those expected to be earned in the future. 
 
Defined Benefit Postretirement Health Care Plan 
United Way sponsors a defined benefit postretirement health care plan (the Plan) for eligible employees. The 
Plan covers retirees with 15 years of continuous service with United Way and / or a member agency, who are 
a United Way of Central Alabama, Inc. employee at time of retirement and who are age 55 or over, as well as 
eligible spouses. The Plan is contributory for retirees, with reduced premiums for eligible employees. The Plan 
is not funded; however, United Way has set aside funds under the oversight of the Investment Committee for 
the Plan (reported as board designated net assets, see Note 8). 
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15. EMPLOYEE BENEFIT PLANS – CONTINUED 
 
Obligations and Funded Status 
The annual measurement date is December 31 for both the pension and postretirement benefit plans. The 
following tables provide further information about pension benefits and postretirement benefits for the years 
ended December 31: 
 

 Pension Benefits  Postretirement Benefits 
 2018  2017  2018  2017 
        
Benefit obligations at beginning of year $  (13,552,654)  $(11,118,784)  $  (1,191,606)  $  (1,002,189) 
Service cost (677,124)  (531,935)  (122,942)  (111,967) 
Interest cost (472,313)  (407,246)  (44,556)   (43,154) 
Actuarial gain (loss) 1,059,695  (2,379,600)      56,511    (35,095) 
Benefits paid 595,808  884,911  13,882   799 
 
Benefit obligations at December 31 (13,046,588)  (13,552,654)  (1,288,711)  (1,191,606) 
        
Fair value of plan assets at beginning of year 10,151,921  9,023,419  -  - 
Actual return on plan assets (659,409)  1,070,539  -  - 
Employer contributions 917,328  942,874  -  - 
Annuities purchased or benefits paid (595,808)  (884,911)  -  - 

        
Fair value of plan assets at December 31 9,814,032  10,151,921  -  - 
 
Funded status $    (3,232,556)  $  (3,400,733)  $  (1,288,711)  $  (1,191,606) 
        
Amounts recorded at December 31 consist of:        

Pension liability $    (3,232,556)  $  (3,400,733)  $                  -   $                  -  
Postretirement liability -  -  (1,288,711)  (1,191,606) 

 
Totals $    (3,232,556)  $  (3,400,733)  $  (1,288,711)  $  (1,191,606) 

 
 Pension Benefits  Postretirement Benefits 
 2018  2017  2018  2017 
        
Changes in Funded Status        
Amounts recognized consist of:        

Service cost $      677,124  $      531,935  $      122,942  $      111,966 
Interest cost 472,313  407,246  44,556  43,154 

   Return on plan assets, (gain) losses 659,409  (568,979)  -  - 
Actuarial (gain) loss and deferrals (967,504)  164,676  (56,511)  35,096 

        
Net periodic benefit cost 841,342  534,878  110,987  190,216 
Pension-related changes other than net periodic 

cost  (92,191)   1,713,364  -  - 
 749,151  2,248,242  110,987  190,216 
Less employer contributions 917,328  942,874  13,882  799 
        
Change in Funded Status – (increase) decrease $     (168,177)  $   1,305,368  $      97,105  $      189,417 
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15. EMPLOYEE BENEFIT PLANS – CONTINUED 
 

 Pension Benefits  Postretirement Benefits 
 2018  2017  2018  2017 
        
Amounts previously recognized in unrestricted 

net assets, not yet recognized as net periodic 
pension cost at December 31 consist of:        

Unrecognized actuarial loss $   4,024,110  $   4,116,301  $                  -  $                  - 
 
United Way had board designated assets of $688,420 and $728,559 for the pension plan and $400,712 and 
$493,900 for the postretirement plan, set aside for the purpose of funding the plans at December 31, 2018 and 
2017, respectively.  
 
Plan Assets 
The benefit plan’s asset allocations at December 31, 2018 and 2017, by asset category are as follows: 
 

 Pension Benefits 
 2018  2017 
    
Equity securities 57%  51% 
Fixed income debt securities 40%  35% 
Real estate 2%  2% 
General account 1%  12% 
    
Totals 100.00%  100.00% 

 
United Way’s investment strategy is to minimize risk and maximize returns for the pension plan’s assets. The 
target asset allocation is 50% equities and 50% debt securities/money market. The maximum exposure for 
equity investments is limited to 70%. The pension plan assets are managed by professional investment 
managers and are monitored by management and United Way’s Board and Investment Committee. 
 
There are no plan assets for the postretirement benefit plans for 2018 or 2017. No pension plan assets are 
expected to be returned to United Way during 2018. 
 
The following benefit payments, which reflect approximate expected future service, as appropriate, are 
expected to be paid: 

 Pension 
Benefits 

 Postretirement 
Benefits 

    
2019 $      2,150,731  $          51,100 
2020 211,476  48,600 
2021 273,754  44,100 
2022 
2023 

1,587,094 
1,372,078 

 58,800 
37,500 

Years 2024-2028 4,885,948  229,600 
    

Totals $    10,481,081    $         469,700 
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15. EMPLOYEE BENEFIT PLANS – CONTINUED 
 
Assumptions 
Weighted-average assumptions used in the accounting for United Way’s pension and postretirement benefit 
plans were: 

 Pension Benefits  Postretirement Benefits 
 2018  2017  2018  2017 
        
Weighted-average assumptions used to 

determine benefit obligations at December 
31:        

Discount rate: 
        Pre-Retirement 4.11%  3.80%  4.50%  4.50% 

  Post-Retirement 4.11%  3.80%  3.75%  3.75% 
Rate of compensation increase 4.00%  4.00%  N/A  N/A 
Medical trend rate:        

Year 1     4.20%  4.20% 
Year 2     5.40%  5.40% 
Year 3     5.30%  5.30% 
Year 4     5.20%  5.20% 
Year 5     5.10%  5.10% 
Thereafter     5.10%-3.80%  5.10-3.80% 

        
Weighted-average assumptions used to 

determine net periodic benefit cost for years 
ended December 31:        

Discount rate 3.80%  4.00%  4.25%  4.50% 
Expected long-term return on plan assets 6.75%  6.75%  N/A  N/A 
Rate of compensation increase for past 4.00%  4.00%  N/A  N/A 
Rate of compensation increase for future 4.00%  4.00%  N/A  N/A 
 
        

During 2018, mortality for the Pension Plan was determined using the Adjusted RP-2014 Mixed Collar Table, 
separate for Males and Females with Mortality Improvement Projection by Scale MP-2018 (Adjusted RP-2014 
Mixed Collar Table , separate for Males and Females with Mortality Improvement Projection by Scale MP-2017 
for 2017).   
 
Postretirement mortality was determined using the RP-2006 (rates underlying RP-2014) Generational, 
projected using MP-2018 for 2018 (RP-2006 (rates underlying RP-2014) Generational, projected using MP-
2017 for 2017). The actuarially estimated impact of a 1% change in health care cost trend assumption for 
service and interest costs, using a current trend of $167,498 is $189,416 for a 1% increase and $148,850 for a 
1% decrease. 
 
Cash Flows 
United Way expects to contribute approximately $1,100,000 to its pension plan and $48,700 to its 
postretirement plan in 2019.  
 
Self-Insured Health Benefit Plan 
United Way provides a self-insured health benefit plan (SIHP) for the benefit of all employees who voluntarily 
elect to participate in the SIHP of United Way and thirty two affiliated agencies (who contract with United Way 
to participate in the SIHP). The SIHP includes defined benefits for medical, dental and prescription drug 
coverage, as further defined by the plan handbook. 
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15. EMPLOYEE BENEFIT PLANS – CONTINUED 
 
United Way administers the plan through the use of third-party administrators, determines coverage rates, and 
receives an administrative fee of $10.00 per participant (as determined by the Board). Participating employees 
and their employers made monthly contributions to the SIHP in the amount of $11,928,468 and $13,246,645 in 
the years ending December 31, 2018 and 2017, respectively.  United Way and each of the thirty two agencies 
independently determine the portion of contributions to the SIHP they will contribute based on their employee 
benefit policies. United Way pays a portion of the contributions on behalf of its employees.  
 
Stop loss insurance has been purchased to supplement the SIHP, which will reimburse United Way for annual 
individual claims exceeding $100,000 and up to an unlimited reimbursement for the maximum per covered 
person as of December 31, 2018 and 2017. The aggregate contract period reimbursement is $1,000,000 for 
policy years 2018 and 2017.  
 
As the administrator of the SIHP, United Way pays the major medical claims, dental claims, drug claims, 
administrative fees of the plan incurred by third party administrators, and the stop loss insurance referenced 
above. These SIHP expenditures were $8,664,987 and $9,892,614 for the years ending December 31, 2018 
and 2017, respectively.   
 
United Way has established a self-insurance reserve liability account, primarily to account for the timing 
differences in premium collections and claims processing, which totaled $777,182 and $778,240 at  
December 31, 2018 and 2017, respectively, and was reported in other liabilities. In addition, the Board 
designated funds for a self-insurance reserve of $7,616,146 and $4,602,665 at December 31, 2018 and 2017, 
respectively. For additional description of the Self-insurance reserve, see Note 8.  
 
Tax Deferred Annuity Plan 
United Way also offers its employees an opportunity to participate in a tax deferred annuity plan. Under the tax 
deferred annuity plan, employees may contribute 1% to 25% of their annual wages, subject to Internal Revenue 
Code limits. United Way does not contribute to the tax deferred annuity plan. 
 
403(b) Thrift Plan 
United Way established a 403(b) Thrift Plan (“the 403(b) Plan”) on June 1, 2009. Eligible employees, as defined 
by the 403(b) Plan, may elect to contribute, on a tax-deferred basis, a portion of their compensation not to 
exceed the dollar limit set by law. The 403(b) Plan permits employer base contributions for all United Way 
employees, with certain exceptions as defined by the Plan. Employer matching contributions are not provided 
under this Plan.  Participants immediately vest 100% in any employee contributions and vest ratably over a 
five-year period in employer contributions. 
 
United Way has the right to determine the amount of any discretionary employer base contributions annually 
that will be made for all eligible employees (as defined by the 403(b) Plan), who have met the age and service 
requirements and are actively employed by United Way on the last day of the plan year. Employer 
contributions accrued for the 403(b) Plan were 3%, or approximately $175,000 and $155,000 for 2018 and 
2017, respectively. Employer contributions may be net of any unvested forfeitures for separated employees. 
Employer contributions are allocated on a pro rata basis to those eligible employees based on annual 
compensation, as defined by the 403(b) Plan.
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16. CONCENTRATIONS OF CREDIT RISK 
 
Financial instruments that potentially subject United Way to credit risk consist of cash, investments and pledges 
receivable. Investments are discussed in Note 6. Pledges receivable are discussed in Note 2. United Way 
maintains its cash and certificates of deposit accounts with financial institutions located in Alabama, and the 
accounts are guaranteed by federal deposit insurance up to $250,000. The total uninsured balances at 
December 31, 2018 and 2017, were approximately $18,700,000 and $14,800,000, respectively. United Way 
has not experienced any losses in such accounts, and management believes United Way is not exposed to any 
significant credit risk related to cash and certificates of deposit. 
 
United Way is economically dependent on contributions received from corporations and their employees. Any 
significant sales, mergers or economic downturns could affect the contributions received from these groups. 
 
 
17. COMMITMENTS AND CONTINGENCIES 
 
United Way has outstanding commitments for contracts entered into with various agencies for grant-related 
program services of approximately $3,154,996 and $2,282,039 at December 31, 2018 and 2017, respectively. 
 
United Way has an unsecured bank line of credit of up to $10,000,000 with a variable interest rate based upon 
a margin of 2.0% in excess of 30-day LIBOR at December 31, 2018. The line of credit matures on October 31, 
2019. There were no borrowings under the agreement during 2018 and 2017. 
 
During 2018, United Way purchased the building adjacent to its main campus for $3,200,000. Management 
plans to renovate the building for expansion of its programmatic services. A construction line of credit of up to 
$5,000,000 with a fixed interest rate of 3.9% will be used to fund the renovation during construction. The line of 
credit is secured by realized capital campaign pledges that will be raised to fund the renovation of the building 
and pay off the loan. The line of credit matures on October 11, 2023. There were no borrowings under the 
agreement during 2018. 
 
 
18. NEW ACCOUNTING PRONOUNCEMENTS 
 
In August 2016, the FASB issued ASU 2016-14-Not-for-Profit Entities (Topic 958): Presentation of Financial 
Statements of Not-for-Profit Entities, which made several improvements to the current financial reporting for 
not-for-profits. The guidance was effective for the Organization’s annual financial statements for the year ended 
December 31, 2018. The most significant provisions of this standard required two classes of net assets, rather 
than the previously required three classes. The changes in the ASU were applied on a retrospective basis, 
which means that all financial statements presented reflected the changes, and the effect was disclosed for 
each period presented.  



 

 

SUPPLEMENTARY INFORMATION 
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1. BASIS OF PRESENTATION 
 
The accompanying schedule of expenditures of federal and nonfederal awards includes the federal grant 
activity of United Way and is presented on the accrual basis of accounting. The information in this schedule is 
presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards. Therefore, some 
amounts presented in this schedule may differ from amounts presented in, or used in the preparation of, the 
basic consolidated and combined financial statements. 
 
 
2. SUBRECIPIENTS 
 
Of the federal expenditures presented in the schedule, United Way provided federal awards to subrecipients 
as follows: 
 

                    Program Title 
Federal CFDA 

Number  

Amount 
Provided to 

Subrecipients 
    
HIV Care Formula Grant – Ryan White Part B 93.917  $      6,912,575 
    

Program Cluster: Special Programs for the Aging 
93.044 & 
93.045  $      2,398,285 
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL 
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
United Way of Central Alabama, Inc.

We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the consolidated and combined financial statements of United Way
of Central Alabama, Inc. and subsidiaries and affiliate (United Way) (a nonprofit organization), which comprise 
the consolidated and combined statement of financial position as of December 31, 2018, and the related 
consolidated and combined statements of activities, functional expenses and cash flows for the year then ended, 
and the related notes to the financial statements, and have issued our report thereon dated August 20, 2019.

Internal Control over Financial Reporting
In planning and performing our audit of the consolidated and combined financial statements, we considered 
United Way’s internal control over financial reporting (internal control) to determine the audit procedures that 
are appropriate in the circumstances for the purpose of expressing our opinion on the consolidated and 
combined financial statements, but not for the purpose of expressing an opinion on the effectiveness of United 
Way’s internal control. Accordingly, we do not express an opinion on the effectiveness of United Way’s internal 
control.

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s financial 
statements will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a 
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit, we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not 
been identified.
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Compliance and Other Matters 
As part of obtaining reasonable assurance about whether United Way’s consolidated and combined financial 
statements are free from material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts and grant agreements, noncompliance with which could have a direct and material 
effect on the determination of financial statement amounts. However, providing an opinion on compliance with 
those provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be reported 
under Government Auditing Standards.  
 
Purpose of this Report 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and 
the results of that testing, and not to provide an opinion on the effectiveness of the organization’s internal control 
or on compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the organization’s internal control and compliance. Accordingly, this communication 
is not suitable for any other purpose. 
 
 
 
Birmingham, Alabama 
August 20, 2019 
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE 
FOR EACH MAJOR PROGRAM

AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors
United Way of Central Alabama, Inc.

Report on Compliance for Each Major Federal Program
We have audited United Way of Central Alabama, Inc. (United Way) (a nonprofit organization) compliance with 
the types of compliance requirements described in the OMB Compliance Supplement that could have a direct 
and material effect on each of United Way’s major federal programs for the year ended December 31, 2018.
United Way’s major federal programs are identified in the summary of auditors’ results section of the 
accompanying schedule of findings and questioned costs.

Management’s Responsibility
Management is responsible for compliance with the requirements of laws, regulations, contracts and grants 
applicable to its federal programs.

Auditors’ Responsibility
Our responsibility is to express an opinion on compliance for each of United Way’s major federal programs 
based on our audit of the types of compliance requirements referred to above. We conducted our audit of 
compliance in accordance with auditing standards generally accepted in the United States of America; the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller 
General of the United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, 
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform 
Guidance). Those standards and the Uniform Guidance require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements referred to 
above that could have a direct and material effect on a major federal program occurred. An audit includes 
examining, on a test basis, evidence about United Way’s compliance with those requirements and performing
such other procedures, as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal 
program. However, our audit does not provide a legal determination of United Way’s compliance.

Opinion on Each Major Federal Program
In our opinion, United Way complied, in all material respects, with the types of compliance requirements referred 
to above that could have a direct and material effect on each major federal program for the year ended 
December 31, 2018.
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Report on Internal Control over Compliance 
Management of United Way is responsible for establishing and maintaining effective internal control over 
compliance with the types of compliance requirements referred to above. In planning and performing our audit 
of compliance, we considered United Way’s internal control over compliance with the types of requirements 
that could have a direct and material effect on each major federal program to determine the auditing procedures 
that are appropriate in the circumstances for the purpose of expressing an opinion on compliance for each 
major federal program and to test and report on internal control over compliance in accordance with the Uniform 
Guidance, but not for the purpose of expressing an opinion on the effectiveness of internal control over 
compliance. Accordingly, we do not express an opinion on the effectiveness of United Way’s internal control 
over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over compliance 
does not allow management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal program on 
a timely basis. A material weakness in internal control over compliance is a deficiency, or combination of 
deficiencies, in internal control over compliance, such that there is a reasonable possibility that material 
noncompliance with a type of compliance requirement of a federal program will not be prevented, or detected 
and corrected, on a timely basis. A significant deficiency in internal control over compliance is a deficiency, or 
a combination of deficiencies, in internal control over compliance with a type of compliance requirement of a 
federal program that is less severe than a material weakness in internal control over compliance, yet important 
enough to merit attention by those charged with governance. 
 
Our consideration of internal control over compliance was, for the limited purpose, described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance 
that might be material weaknesses or significant deficiencies. We did not identify any deficiencies in internal 
control over compliance that we consider to be material weaknesses. However, material weaknesses may exist 
that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our testing of 
internal control over compliance and the results of that testing based on the requirements of the Uniform 
Guidance. Accordingly, this report is not suitable for any other purpose. 
 
 
 
Birmingham, Alabama 
August 20, 2019 
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SECTION I – SUMMARY OF AUDITORS’ RESULTS 
 
Financial Statement Section 
 
Type of auditors’ report issued:  Unmodified  
   
 Yes No 
   
Internal control over financial reporting:   

Material weakness(es) identified?  X 
Significant deficiencies identified that are not considered to be 

material weaknesses? 
 
 

 
None reported 

Noncompliance material to financial  
 statements noted? 

  
X 

 
Federal Awards Section 
 Yes No 
   
Internal control over major programs:   

Material weakness(es) identified?  X 
Significant deficiencies identified that are not considered to be     

material weaknesses? 
 
 

 
None reported 

   
 
Type of auditors’ report on compliance for major programs: 

 
Unmodified  

   
 Yes No 
   
Any audit findings disclosed that are required to be reported in 

accordance with the Uniform Guidance? 
 
 

 
X 

 
Identification of major programs: 
 

CFDA Number(s) Name of Federal Program(s) 
  

93.917 
 

64.033 
 
 

Ryan White Part B 
  

VA Supportive Services for Veteran Families Program 
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Dollar threshold used to distinguish between Type A and 
Type B programs: $1,063,085 

   
 Yes No 
   
Auditee qualified as low-risk auditee? X  

 
 
SECTION II – FINANCIAL STATEMENT FINDINGS 
 
No matters were reported. 
 
 
SECTION III – FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 
 
No matters were reported. 
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There were no prior audit findings on compliance for each major program, or internal control over compliance, 
with the requirements described in Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards. 
 


