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The City Auditor’s Office conducted a high-level review1 of The Unity Council (Unity Council
or TUC) and Fruitvale Development Corporation’s (FDC) financial statements, for the years
ended September 30, 2014 through 2017. Although the Unity Council and the Fruitvale
Development Corporation are separate entities, they are financially joined in many projects
serving the community.
The Unity Council and FDC are partners with the City, providing mandated and other public
services the community relies on. The City Auditor provides oversight to ensure programs
receiving City monies and performing services on the City’s behalf, meet the mandated
requirements.
This high-level review was prompted by a finding in The Unity Council’s 2015 Single Audit2
report, citing a material weakness in its financial controls. Members of the public and City
staff expressed concerns this material weakness may relate to the continued success of
certain programs vital to Oakland, such as Head Start, senior affordable housing programs
and small business support services.
A Single Audit is a rigorous, organization-wide audit of an entity, intended to provide
assurance to the federal government and other organizations as to the management and use
of federal funds received. It encompasses both financial and compliance components, with
specific requirements for auditors performing these audits.
The Unity Council is required to have a Single Audit conducted under the requirements of the
Federal Office of Management and Budget Uniform Guidance because it receives more than
$750,000 annually in federal assistance, both directly from federal programs, and flowthrough from the City. Total federal funding passed through the City to TUC approximates $5
million annually.
Our review addressed the description of the Single Audit’s material weakness, the
circumstances attributable to it, and the subsequent measures TUC took towards final
resolution and remediation.

1

A review is narrower in scope than an audit and intended to provide a basic level of assurance on specific
components of financial statements or operations.
2
www.councilofnonprofits.org/nonprofit-audit-guide/federal-law-audit-requirements
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Founded in 1964, The Unity Council is one of the largest, longest-running nonprofit agencies
serving low-income families in East Oakland. TUC serves close to 10,000 infants, children,
youth, adults, and senior citizens yearly and manages a workforce of nearly 300 employees.
The mission of TUC is to promote social equity and improve quality of life. Programs and
services offered by TUC are designed to provide positive impacts for the most vulnerable and
hard to reach community members. These include:







early childhood development;
senior citizen social services;
youth employment and adult workforce development training;
young men of color behavioral health and academic achievement programming;
financial capability and housing stability; and
small business development.

Since its founding, TUC has invested in the development of over $100 million in neighborhood
assets, including three affordable housing developments for low-income seniors, and the
revitalization of the commercial corridor of Oakland’s Fruitvale District. TUC developed, and
continues to operate, the mixed-use transit oriented development of Fruitvale Transit Village.
TUC owns or controls 7 properties that contain 235 homes and nearly 200,000 square feet of
retail space. Another five projects are anticipated over the next few years, with a total
development cost of $225 million.
TUC is associated with the following entities:

2

The City Auditor’s Office
High-Level Review - The Unity Council & Fruitvale Development Corporation Financial Statements
November 14, 2018

Posada de Colores

Las Bougainvilleas Senior
Housing, Inc.

Peralta Service Corporation

Casitas of Hayward, Inc.

The Unity Council Transit
Village II-A, LLC

Capital Development Group,
Inc.

*Casa de Las Flores

*Fruitvale Development
Corporation, Inc.

*These organizations are not included in The Unity Council’s financial statements.

The 2015 Single Audit reported a material weakness for TUC’s inappropriate use of
NeighborWorks America3 (NeighborWorks) restricted funding in 2014. NeighborWorks
provides funding to support certain TUC programs and activities.
As reported in the 2015 financial statements, TUC had been experiencing cash flow issues
and was unable to meet operational expenses. To pay expenses, TUC transferred
NeighborWork’s restricted funds to their operational account, without authorization.
We were unable to obtain an exact timeline of events, but identified the following facts
regarding the unauthorized restricted funds transfer from the NeighborWorks account:

Restricted fund transfer amounts. The unauthorized transferred amounts reported on TUC’s
financial statements for FY 2015 were different than those reported in FY 2016.
 The Unity Council’s financial statements for FY 2015 reported an estimated $557,000
transferred from the restricted account.

3

NeighborWorks America works provides funding to, and partners with, public and private organizations, to drive
change at the local level for individuals, families and communities. It creates opportunities for people to live in
affordable homes, improve their lives and strengthen their communities. http://www.neighborworks.org/.
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 The Unity Council financial statements for FY 2016 reported $554,000 restored to the
restricted funds in October 2016.
Restoration of restricted funds. Monies were obtained to restore the restricted funds
through a revised lease agreement between the City and FDC, dated September 23, 2016.
The City agreed to make an advance lease payment of $3,050,000 to The Unity Council for
the Fruitvale Village Senior Center. Because the City was pre-paying nearly 7 years in
advance, the payment was discounted from $5,100,000 to account for the time value of
money.
FDC then granted $3 million to TUC, which applied it to restore the NeighborWorks restricted
fund and for a deposit for a new development, leaving Unity Council with approximately $1
million in available cash.

NeighborWorks performs a review of TUC’s operations as a part of its regular assessment.
Their 2018 review, confirmed the restoration of the restricted funds and determined this
issue ‘closed.’

TUC management conveyed to us that payment delays from the City contributed to their cash
flow challenges, as expenses must be paid up-front out of general funds while waiting,
sometimes months, for payments from the City to arrive.
TUC receives 27% of their total revenue from the City; approximately 44% of revenue is from
Federal awards. While we agree delays in payments from the City likely exacerbated TUC’s
cash flow difficulties, this was not the sole reason for its financial difficulties.

In addition to the 2014 transfer of restricted funds and its reference as a material weakness
in financial controls prompting this special review, we identified events related to the
financial challenges of The Unity Council and FDC.
4
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Consolidated financial statements. Generally Accepted Accounting Principles (GAAP) set
standards for financial statement reporting. It is unclear why separate financial statements
are issued for TUC and FDC. Operations and other activities are integrated among these
entities, and most Board members of TUC are also directors for FDC.
This was also acknowledged in the 2018 NeighborWorks Review Assessment Report, “…a fully
consolidated audit [to include The Unity Council and FDC] … would represent a more accurate
and clearer presentation of the broader organization managed and operated through [The
Unity Council] management and personnel…”
Revised lease agreement / advance payment. As noted above, the NeighborWorks restricted
account was restored from funds provided to FDC, through actions taken by TUC, in
connection with the revised lease agreement with the City.
FDC reported the advance payment in total as rental income in its financial statements for FY
2017. Since this was a pre-payment representing several years of lease payments, this may
not comply with professional accounting standards that require the amounts to be reported
on a pro-rata basis over the original terms of the lease. If this treatment by FDC is deemed
to be noncompliant with professional accounting standards, then it is possible that the
financial statements for both FDC and TUC could be considered overstated by the amount of
the advance payment, $3 million.

FDC went into default on a $1.5 million loan from the City at the time the material weakness
for The Unity Council was identified in 2015. The nature of the default was their inability to
pay the increased loan payments, as prescribed by the loan agreement (from $25,780 per
month, to $158,220 per month). The City continued to extend the terms even though it issued
a notice of default and a demand letter in October 2015.
Restructured loan
The loan was restructured in April 2017 with the following terms:
 A one-time payment to the City, in the amount of $100,000. Paid April 2017.
 A second payment to the City of $200,000 to be made upon receipt of an Alameda
County Tax Assessor’s reimbursement to FDC. Paid June 2018.
5
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 Annual payments to the City of $120,000 paid in monthly installments of $10,000
commencing May 1, 2017, until the loan is paid in full. Payments are current.

The Director of Finance, hired in September 2016, resigned in January 2018. We
understand she left on good terms to take advantage of an attractive career opportunity.
She was the third fiscal officer to leave in just over four years.
TUC management initially told us their preliminary plan was to hire an interim Chief Financial
Officer or Director of Finance, while they conducted a comprehensive search for a permanent
hire. Later, management decided to fill the position permanently by promoting the current
Accounting Manager, who had been hired the previous year and then arrange for the recently
departed Director of Finance to provide regular coaching.

The Unity Council Board is comprised of volunteers with a broad range of talents, knowledge
and connections to the community. However, none have expertise in not-for-profit
accounting. A Board member with these specialized skills and experience could provide
needed advice to management, given the accounting and financial reporting complexities of
the entities, and the financial challenges of the recent past.
Communications to the Board
It appears from the Board members we interviewed, the Board was not made aware of the
nature of restricted funds, so they did not understand that explicit approval, from the donor,
must be obtained prior to using funds outside of their designated purposes. As such, the
Board could not offer guidance to management or staff at the time when transfers from the
NeighborWorks restricted account were made to The Unity Council’s operating accounts.
Some Board members stated they were not fully informed of the financial difficulties of The
Unity Council until the condition became dire in late 2015, shortly after the transition to Chris
Iglesias as the new CEO. Once the situation was understood by the Board and CEO, weekly
conference calls were set up for Board members, in addition to twice monthly regular Board
meetings to address the financial challenges and to develop strategies for recovery.
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Other Board members stated the onboarding process for new members was inadequate;
some new members to the Board were not made aware of the financial circumstances these
organizations were facing until they were installed as Board members.
Board Oversight.
It is common for a governing board to review and assess the organization’s fiscal officer
whose role is critical to the successful operations of the entity. A strong financial leader is
key to ensuring a sustainable financial foundation and is a direct link to the Board, providing
the necessary financial information to make informed decisions.
We note that none of the Board members we interviewed had reviewed the qualifications of
the newly promoted Director of Finance. Rather, they relied solely on management’s hiring
decision.

Based on our high-level review of the financial statements and selected interviews, we
conclude, that while both The Unity Council and FDC previously experienced serious cash
flow challenges, likely prompted by poor oversight of the budgeting function of the
organizations, we found no indication of malfeasance committed in the events described in
the Single Audit finding.
In addition, The Unity Council has not inappropriately transferred funds without approval
from NeighborWorks since October 2016. In fact, NeighborWorks completed its Unity
Council review assessment in 2018 with accolades for the organization’s improvement and
progress, stating, “…Unity Council has successfully spent the past three years resolving
financial issues, restructuring staff, completing a multi-year strategic plan and securing
pipeline projects…”

Our recommendations are based on the events related to the financial challenges of The
Unity Council and FDC and have been fully agreed to and accepted by TUC. The Unity Council
management team has developed the following action plans to address our 5
recommendations, as follows:
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1. The FDC loan with the City should be restructured and payments brought current.
As of June 2018, this loan is now current. As a part of its overall plan to reduce and
eliminate debt, management is working with financial institutions to restructure this
loan, anticipated to be finalized by the end of December 2018. Funds from this
transaction will be applied to pay off the remaining balance of the City loan to FDC.
2. The financial statement reporting standards should be reviewed to confirm that TUC
and FDC comply with all requirements.
Management is in process of contracting with an independent CPA firm for consulting
on the issues of consolidation of financial statements and reporting of the advance
payments. With guidance from professionals, management and the Board will develop
a plan to adopt proposals.
3. Assistance should be provided to the fiscal manager and accounting function; efforts
should be continued to recruit a chief financial officer.
Management has rehired the former CFO into the new position of Vice President of
Finance. Elevating the fiscal officer to this role will provide a framework for greater
oversight of the accounting and finance department, and will promote a stronger
working relationship with the Board.
4. Develop a recruiting and onboarding protocol for Board members; ensure Board
packets include required information so that Board members are fully informed of the
financial status of organization; and update Board responsibilities to include oversight
of key members of the management team.
The Board has expanded its committee structure to include a Board Development
Committee to oversee the recruitment of Board members, and the Board Finance
Committee to provide a detailed oversight of TUC’s financial health, its budgets and
financial projections.
Management and the Board has developed a comprehensive reporting packet for
Directors as they onboard to the Board. This was recently presented to the newest
member of the Board and was well-received.
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Regular Board meeting agendas and reports have improved significantly over the past
year, to include relevant and detailed financial and operational information. On a
periodic basis, Board members provide suggestions for reports, trends and information
they require in their governance role.
The Board will review its responsibilities to provide oversight and assessment of key
members of the senior management team.
5. Recruit Board member(s) with non-profit accounting expertise.
Management and the Board are actively recruiting a Board member, to include a
professional with non-profit accounting expertise, preferably a CPA.

The Single Audit reported identified a material weakness in Unity Council’s financial controls.
Our review of the facts and circumstances of this finding indicate that TUC experienced cash
constraints, likely due to poor management of its budget. However, we noted no indication
of malfeasance committed in the events described in the Single Audit finding. And Unity
Council has not inappropriately transferred funds without approval from NeighborWorks
since October 2016.
We acknowledge that Unity Council management has accepted the recommendations we
provided in this report. These recommendations are intended to strengthen and improve
processes, and to prevent weaknesses in internal controls. In addition, TUC has adopted a
strategic plan for growth, focusing on financial stability. The Single Audit report for 2016,
acknowledged the restoration of the funds, and NeighborWorks assessed TUC with a rating
of ‘strong,’ in its latest review (See Appendix A).
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APPENDIX A
NehborWorks° Americ
999NCapitolStzeet,N.E. Suite 900 • Washingtotx DC 20002 202.760.4000 NeighbotWorks.eig

September 27, 2018
Chris Iglesias
CE0
The Unity Council
Corporate Offices
1900 Fruitvale Ave Ste 2A
Oakland, CA 94601
Dear Mr. Iglesias,
Neighborworks® America is committed to developing and supporting a network of excellence to strengthen
communities and transform lives. To ensure that NeighborWorks America is accountable to Congress, OMB,
funders and taxpayers for the allocation of grant funds, NeighborWorks America developed a system to rate
the health and risk of network organizations. This system was updated in October 2017 to include the
following six ratings: Exemplary, Strong, Good, Satisfactory, Serious or Vulnerable and receive annual offsite
review and triennial onsite reviews.
At its September 2018 Organizational Health Tracking System (OHTS) Committee meeting,
NeighborWorks America changed the health rating for your organization to Strong based on On-Site review
- results. We encourage you to share this correspondence with your board and appropriate staff
members. The Western Region Regions staff has also reviewed this notification. As always, they
stand available to discuss strategies and potential assistance with you concerning the review findings and
next steps.
NeighborWorks America shares rating information with the related capital corporations, NeighborWorks
Capital and Community Housing Capital, but does not share your rating with other outside funders. Your
organization should be aware that if it shares its rating with other funders, which it is allowed to do, those
funders could provide NeighborWorks America with a Freedom of Information Act request to get additional
information on how the rating was developed.
We hope you find NeighborWorks America's assessment processes helpful to advancing your organization's
performance and impact. For more details on the onsite assessment process, we have attached a link with
more information: About the Review Process . Your comments, suggestions or concerns about the process
or report findings are most welcomed. lf you have any questions about the rating, please contact your
NeighborWorks America Regional Director.

Sincerely,

Kathryn Watts
Senior Vice President, Field Operations
cc:

Rosy Davalos, Regional Diverse Segments Manager
Alex Sasayama, Relationship Manager

Working Together for Strong Communities®

"•

NeighborWorksAMERICA
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September 24, 2018
Brenda D. Roberts
City Auditor
th
City Hall, 4 Floor
1 Frank H. Ogawa Plaza
Oakland, CA. 94612
This letter is in response to the high-level review of the financial statements of The Unity Council (TUC) and the Fruitvale
Development Corporation (FDC) for the years ended on September 30, 2014, through 2017. We appreciate the City
Auditors connments nnade on the recent high-level review; such comments are being taken into consideration and nnay
ultimately lead to strengthened financial and management systems.
The Unity Council works closely with the City of Oakland to provide many of its services; including our four Oakland Head
Start & Early Head Start sites, the Fruitvale-San Antonio Senior Center, and the majority of our workforce development
and youth programs. For the past six years, TUC's leadership has led to the organizations administrative and financial
renewal including; the agency strategic plan and the development of a new business model. ln this letter, we offer more
details about the specific actions TUC is taking to implennent the currentstrategic plan. These actions include the
restructuring of the finance department, the creation of three board of directors committees, and capacity building in
the areas of real estate and fund development and comnnunications made possible by a $1,000,000 grant from the San
Francisco Foundation.
About The Unity Council
The Unity Council is a non-profit Social Equity Development Corporation with a 50-year history in the Fruitvale
neighborhood of Oakland. Our mission is to promote social equity and improve quality of life by building vibrant
comnnunities where everyone can work, learn, and thrive. Our programs ainn to provide the connmunity with the tools,
knowledge, and resources to transform their lives and ultimately achieve their long-term educational, career, and
financial goals. These holistic programs and services reach more than 8,000 individuals and fannilies annually in five
languages. Programs include early childhood education, youth mentorship, and leadership development, employment
services, career readiness training, housing, and financial stability, senior citizen services, affordable housing, and
neighborhood development, and arts and cultural events. The Unity Council employs a diverse workforce of more than
250 people who reflect the linguistic, cultural, and ethnic identity of the communities we serve.
Vice President of Finance & Director of Finance
The Unity Council's leadership and board of directors acknowledge that both a VP of Finance and a Director of Finance
are needed as the organization continues to grow and develop more affordable housing-.
La Cienne Bryant, Director of Finance
La Cienne brings to The Unity Council twenty years of accounting and operations management experience. She has
collaborated with diverse teams of professionals in a variety of highly competitive industries and has a strong
background in financial and fund accounting from Sarbanes-Oxley Act (SOX), where she was in charge of the internal
control compliance and process improvennent. Throughout her career, La Cienne has managed grants that funded
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progranns for the underserved/under-deserved children within the Bay Area, cancer research, and an evidence-based
grant focused on parent education to keep fannilies together. After receiving her MBA, La Cienne joined The Unity as the
Accounting Manager and was promoted to the Director of Finance position in March of 2018. As the Director of Finance,
she leads her team to provide fiscal and strategic support to assist with the success of the organization and community
programs.

Joyce Boyd, CPA, Vice President of Finance.
Boyd worked at TUC as Director of Finance from September 2016 to January 2018; she resigned to take advantage of an
attractive career opportunity, but she is conning back to the organization as Vice President of Finance. Boyd has over
twenty years of experience in increasing responsibility in nonprofit financial management, and twelve years of public
accounting experience with a specialization in nonprofit organizations. Before working at TUC, Boyd worked as the
Director of Finance for Public Health Institute (9/14-8/16) and Satellite Housing (11/4-3/12), Inc. At the Public Health
Institute, Boyd was responsible for the accounting departnnent of this $100 million nonprofit; she was essential in
creating a restructuring and hiring plan for the department. Boyd has also served as Chief Executive Officer of the
following organizations: Eden Housing, (NFP Affordable Housing) $20 million company; Asian Neighborhood Design,
(NFP Social Service) $10 million company; and Jobs for Homeless Consortium, (NFP Social Service) $4 million company.

Board of Directors
At the outset of 2016, the board determined it was necessary to deepen its committee structure. TUC had been
operating with primarily two committees: an audit committee and its executive committee. After board discussion and
board training, the board determined that is was necessary for the board to be more involved and supportive. As such,
the board made a unanimous to add three new committees including board development, finance, and fund

development. A TUC staff person has been assigned to each committee, and a chair for each has been selected.
The board development committee is responsible for overseeing the recruitment plan to diversify the board and add
members who bring new skills, connections and talent to the board. As a result, five new board members have been
added to the Unity Council Board since 2016. They represent different professional (i.e. engineering, law and business)
and ethnic backgrounds (i.e. Asian, Caucasian, and Latino). An orientation plan was also developed to support the
integration of the new board members. The board development committee is currently focusing their efforts on
recruiting a board member with expertise on non-profit finance.

The board finance committee is responsible for overseeing in detail the organizations financial health. Some key
responsibilities of the board finance committee include: to determine what aspects of the organizations finances need
to be presented to the full board of directors, to review budgets and financial projections, and to review the
organizations monthly balance statements. This committee nneets nnonthly in order to review financial statements and
prepare for the full board meeting. ,

The board fund development committee is responsible for overseeing the organizations overall fund development and,
in particular, fundraising by the Board. Some of the responsibilities of the Fund Development Committee include: work
with the Director of Development and Communications to develop a plan that will set fundraising goals and to assess
progress in meeting those goals; establish Fund Development policies; review options and nnake recomnnendations to
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the Board on using events to meet fund development and public relations goals; arrange for board training in
fundraising and development; examine development trends and analyze their implications for the future; review the
public relations plan and oversee its innplennentation; and give input to the CE0 on hiring and evaluating the work of the
Director of Development and Communications.
Capacity Building for Equitable Economic Development
Since the City Auditors high-level review, The San Francisco Foundation awarded The Unity Council the Oakland
Opportunity Fund grant of $1,000,000 to create and preserve critically needed affordable housing in Oakland and to
strengthen the long-term sustainability of the organization. This gift will allow the organization to (1) grow its real estate
capacity to reduce displacement and create equitable spaces to live and work through acquisition, preservation, and
creation of affordable housing and public benefit developments, and (2) deepen fund development and communications
impact to build and strengthen philanthropic relationships and better connmunicate connmunity outcomes.
(1) Real Estate Capacity. Thanks to the Oakland Opportunity Grant grant from the San Francisco Foundation, The
Unity Council was able to hire a Director of Real Estate Development. The Real Estate Development projects
have thus far been nnanaged in-house by our COO, CEO, and Director of Property Management, with the support
of consultants. This grant will allow us to dedicate full-time staff members to these projects and begin
envisioning our real estate development strategy for future years.
(2) Fund Development & Communications. Funds from the Oakland Opportunity Fund will also be used for stability
and growth of our fund development and communications activities. A strong fund development department
enables us to pursue additional funding, leverage existing funding partners, and share our story with clients and
the connmunity. This is of paramount importance to our organization over the next five years and to develop
sustainable, diverse streams of revenue that cover full costs of doing business is lifted up in our Strategic Plan as
one of our five key goals.
Please feel free to contact us with any additional questions about The Unity Council's efforts to increase the capacity of
the organization and to continue to better its financial and management systems and infrastructure.
Sinc

Chris glesias
Chief Executive

icer
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