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1. 

INDEPENDENT AUDITOR S REPORT 
 
 
 
To the Board of Directors 
WestEd 
San Francisco, California 
 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of WestEd, as of and for the years ended 
November 30, 2019 and 2018, and the related notes to the financial statements, which collectively comprise 

 
 

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

 
 
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted 
our audits 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 
California Special Districts. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free from material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 

presentation of the financial statements in order to design audit procedures that are appropriate in the 

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



 

 
 
 

2. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of WestEd, as of November 30, 2019 and 2018, and the changes in its financial position and its 
cash flows thereof for the years then ended in accordance with accounting principles generally accepted in 
the United States of America.  
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the M
Discussion and Analysis on pages 3 through 8 be presented to supplement the basic financial statements. 
Such information, although not a part of the basic financial statements, is required by Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing standards 
generally accepted in the United States of America, which consisted of inquiries of management about the 

responses to our inquiries, the basic financial statements, and other knowledge we obtained during our 
audit of the basic financial statements. We do not express an opinion or provide any assurance on the 
information because the limited procedures do not provide us with sufficient evidence to express an opinion 
or provide any assurance. 
 
Supplementary Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively 

chedule of expenditures of federal 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 is presented for purposes of additional analysis and 
is not a required part of the basic financial statements. 

The schedule of expenditures of federal awards is the responsibility of management and was derived from 
and relates directly to the underlying accounting and other records used to prepare the basic financial 
statements. Such information has been subjected to the auditing procedures applied in the audit of the 
basic financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the basic financial 
statements or to the basic financial statements themselves, and other additional procedures in accordance 
with auditing standards generally accepted in the United States of America. In our opinion, the schedule of 
expenditures of federal awards is fairly stated, in all material respects, in relation to the basic 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 March 18, 2020 
on our 
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The 
purpose of that 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 
compliance.  
 
 
 
 Crowe LLP 
 
Costa Mesa, California 
March 18, 2020
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3. 

The following discussion and analysis provides an overview of the financial position and activities of WestEd 
for the year ended November 30, 2019, with selected comparative information for the years ended 
November 30, 2018 and 2017. It also includes historical data and highlights various financial measures that 

 This discussion has been prepared by management 
and should be read in conjunction with the financial statements contained in the following section. 
 
BACKGROUND 
 
WestEd was established as a California Joint Powers Agency (JPA) by Far West Laboratory for Educational 
Research and Development (FWL) and Southwest Regional Laboratory for Educational Research and 
Development (SWRL) in 1995. JPAs are public entities formed pursuant to the California Government Code 
(and consistent with similar statutes in Arizona, Nevada, and Utah), by two or more other public entities. 
 
Both FWL and SWRL were among the original regional educational laboratories established by Congress 
in 1966. WestEd, like its founding agencies, continues to serve the states of Arizona, California, Nevada, 

- West. The 
nds throughout the United States and 

abroad. WestEd currently employs 713 regular staff in sixteen offices nationwide. 
 
Sources of Operating Revenue 
 

 
 

SOURCES OF OPERATING REVENUE 

($ in thousands)  
  FY 2019 Percent FY 2018 Percent FY 2017 Percent 

Federal Agencies $56,513  33% $51,429  31% $52,442  32% 

State Agencies 38,203 22% 36,465 22% 33,922 21% 

Local Educational Agencies 33,775 19% 28,421 17% 28,601 18% 

Foundations 16,860 10% 18,175 11% 18,851 12% 

Other Agencies 27,248 16% 30,435 19% 26,913 17% 

Total $172,599 100% $164,925  100% $160,729  100% 
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4. 

BACKGROUND (continued) 
 
Sources of Operating Revenue (continued) 
 

grants, and the provision of products and services to clients. WestEd receives contract and grant funding 
from a variety of organizations and entities, including governmental agencies (federal, state, and local), 
private foundations, for-profit companies and other educational organizations (primarily through 
subcontracts). WestEd does not have an endowment or guaranteed source of financial support. Since its 

be replaced each year. 
 
Grants vs. Fee Contracts 
 

raise working capital to support operations. Grants permit the recovery of actual costs incurred only up to 
the amount of the award. The best financial outcome from income received by grants is break-even (unlike 
contracts, which may be fee bearing or fixed price and include a target fee). Contracts that are fee bearing 
have fees budgeted in a range of three to five percent in most cases. 
 
Nonoperating Revenue 
 
WestEd also generates nonoperating revenue from leasing excess building space, sale of publications, 
investments, and royalties. Because the FWL and SWRL buildings were originally built using federal 
monies, the government requires that net income from leasing of excess building space be used to support 
educational research activities or be invested back into the San Francisco or Los Alamitos buildings. 
Revenue generated from the remaining nonoperating income sources does not have any restriction. 
 
Principal Cost Areas 
 
Agency expenditures include direct costs and indirect costs. 
 
Direct costs, representing 87% of revenue for the year ended November 30, 2019, are those directly 
associated with project work. Direct costs include standard direct costs, and service center costs. Standard 
direct costs include salaries, benefits, travel, consultants, subcontracts, and facilities. Service center costs, 
related to activities directly supporting project work, include information services, human resources, general 
administration, and program services. T  accounting purposes 
and are part of the base used for allocating indirect costs. 
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5. 

BACKGROUND (continued) 
 
Principal Cost Areas (continued) 
 
Indirect costs include those related to supporting 
communications, resource development, contracts, legal, accounting, and finance activities. 
approved provisional indirect rate for fiscal year 2019 was 14.3%. This rate is negotiated every year with 
the US. Department of Education and accepted by all other Federal Agencies. Actual indirect rate at year-
end was 14.2%. The indirect rate is applied to modified direct costs. Modified direct costs are total direct 
costs less items of equipment, alterations and renovations, stipends and the portion of each competitive 
bid sub-award in excess of $25,000 per year. 
 

as described above. 
 
 
FINANCIAL HIGHLIGHTS 
 
 Revenue from contracts and grants increased to $172.6 million for the year ended November 30, 2019, 

compared with revenue of $164.9 million for the corresponding period in 2018, an increase of $7.7 
million (4.7%), and $160.7 million for the corresponding period in 2017, an increase of $4.2 million 
(2.6%). 

 
 Change in net position for the fiscal year ended November 30, 2019 was $8.1 million compared with 

$2.5 million in FY 2018, an increase of $5.6 million (224%). Change in net position for FY 2017 was 
$5.9 million. 

 
  financial position at November 30, 2019 included assets of $121.2 million and liabilities of $31.6 

million. Net position, which represents the residual interest in  assets after liabilities are 
deducted, totaled $89.6 million.  net position on November 30, 2018 and 2017 were $81.5 
million and $79 million, respectively. The difference between fiscal years 2019 and 2018 of $8.1 million 
was due to higher operating and nonoperating incomes. The capital assets component of the net 
position total was $4.6 million, restricted net position was $0.2 million and the unrestricted net position 
component was $84.8 million as of November 30, 2019. 

 
 
STATEMENTS OF NET POSITION 
 
The statements of net position present the financial position of the organization at the end of an accounting 
period and include all assets and liabilities of WestEd. The difference between total assets and total 
liabilities - net position - is one indicator of the current financial condition of WestEd. While the change in 
net position is an indicator of whether the overall financial condition has improved or worsened during the 
reporting period, it is not the only indicator. This should be looked at within the context of other financial 
measures. 
 
Assets and liabilities are generally measured using current values. This does not include capitalized items 
that are measured by their historical cost, less accumulated depreciation. 
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STATEMENTS OF NET POSITION (continued) 
 
A 
follows: 

 
STATEMENTS OF NET POSITION 

($ in thousands)  
  FY 2019 FY 2018 FY 2017 

Current Assets $59,587  $58,402  $57,604  

Long Term Investments 57,058  51,687  52,081  

Property and Equipment, Net 4,595  5,367  2,621  

      Total Assets 121,240  115,456  112,306  

  
   

Current Liabilities 31,619  33,978  33,309  

  
 

    

Net Position $89,621  $81,478  $78,997  

 
Current Assets 
 
Current assets consist primarily of cash, trade accounts receivable, short-term investments, publications 
inventory, prepaid expenses and other assets. These accounts totaled $59.6 million at November 30, 2019, 
$58.4 million at November 30, 2018 and $57.6 million at November 30, 2017. The increase was primarily 
due to the impact of positive net income from fiscal years 2019 and 2018 flowing into current assets. 
 
Long Term Investments 
 
Long-term investments are securities that have a maturity date of more than one year that totaled $57.1 
million at November 30, 2019, $51.7 million at November 30, 2018 and $52.1 million at November 30, 2017. 
The increase in fiscal years 2019 was due to excess operating cash transferred to long term investments, 
interest earnings reinvested and a material unrealized gain at year end. Only a slight change was noted 
between fiscal years 2018 and 2017. 
 
Property and Equipment 
 
Property and equipment consists of building and leasehold improvements, equipment and furniture. 
Property and equipment totaled $4.6 million at November 30, 2019, $5.4 million at November 30, 2018 and 
$2.6 million at November 30, 2017. The decrease in fiscal year 2019 was primarily due to routine 
depreciation. The increase in fiscal year 2018 was primarily due to leasehold improvements. 
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7. 

STATEMENTS OF NET POSITION (continued) 
 
Current Liabilities 
 
Current liabilities consist of accounts payable and accrued liabilities, accrued compensation/benefits and 
contract advances. These accounts totaled $31.6 million at November 30, 2019, $34 million at November 
30, 2018 and $33.3 million at November 30, 2017. The year-over-year decrease of $2.4 million (6.9%) was 
primarily due to a lower year end balance of contracts and grants providing payment upfront. The moderate 
increase in FY 2018 was primarily due to increases in accrued compensation/benefits and contract 
advances. 
 
Net Position 
 

 deducted. 
November 30, 2019, 2018 and 2017 is summarized below. 

 

NET POSITION 
($ in thousands) 

   
  FY 2019 FY 2018 FY 2017 

Net investment in capital assets $4,595  $5,367  $2,621  
Restricted 177  1,062  1,054  
Unrestricted 84,849  75,049  75,322  

Total Net Position $89,621  $81,478  $78,997  
 
Net investment in capital assets consists of capital assets net of accumulated depreciation. 
 
Restricted net position represents royalties from the California Department of Education that are restricted 
in their use. Restricted net position decreased in fiscal year 2019 after netting against expenses associated 
with royalties that were previously charged against unrestricted net position. The amounts of restricted net 
position in fiscal year 2018 and 2017 represent the cumulative amounts of royalties before expenses. 
 
Unrestricted net position represents funds that have no restrictions concerning their use. They can be used 
to fund any WestEd activity. 
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8. 

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION 
 

during the current year ended November 30, 2019, 2018 and 2017. 
 

CHANGES IN NET POSITION 

($ in thousands) 

   
  FY 2019 FY 2018 FY 2017 

Operating revenues 
   

Federal Agencies $56,513  $51,429  $52,442  

State Agencies 38,203  36,465  33,922  

Local Educational Agencies 33,775  28,421  28,601 

Foundations 16,860  18,175  18,851  

Other  27,248  30,435  26,913 

Total operating revenues 172,599  164,925  160,729  

Operating expenses 167,412  162,350  155,133  

Total operating income 5,187  2,575  5,596  

Nonoperating revenues (net of    
       Nonoperating expenses) 2,957  (94)  313  
Changes in net position $8,144  $2,481  $5,909  

 
 The 

increase was due to the year-over-year increase in Federal, State, and Local Educational Agencies funding 
source categories. 
 
Operating income in the fiscal year ended November 30, 2019 was $5.2 million, an increase of $2.6 million 
compared to 2018. Operating income in fiscal year 2018 was s $3.0 million less than the corresponding 
period in fiscal year 2017. 
 
Nonoperating revenues (net of non-operating expenses) increased by $3.1 million in fiscal year 2019 
primarily due to an increase in investment income.  
 
Request for Information 
 
We hope that the prece
financial status. For questions or comments concerning information contained in this report, please contact 
the Office of the Controller, 4665 Lampson Avenue, Los Alamitos, California 90720. 
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9. 

 2019 2018 
ASSETS 
Current assets 
 Cash and cash equivalents $ 9,780,641 $ 9,241,318 
 Short-term investments  9,076,078  7,538,628 
 Receivables  37,698,710  38,374,403 
 Inventory  206,217  246,401 
 Prepaid expenses and other assets  2,825,461  3,001,424 
 
  Total current assets  59,587,107  58,402,174 
 
Long-term investments, less current portion  57,058,704  51,686,694 
Property and equipment, net  4,594,956  5,366,756 
 
   Total assets $ 121,240,767 $ 115,455,624 
 
 
LIABILITIES AND NET POSITION 
Current liabilities 
 Accounts payable and accrued liabilities $ 7,390,271 $ 7,457,615 
 Accrued compensation and benefits  13,772,575  12,107,389 
 Advances  10,456,460  14,412,845 
 
  Total current liabilities  31,619,306  33,977,849 
 
Net position 
 Net investment in capital assets  4,594,956  5,366,756 
 Restricted  177,316  1,061,860 
 Unrestricted  84,849,189  75,049,159 
 
  Total net position  89,621,461  81,477,775 
 
   Total liabilities and net position $ 121,240,767 $ 115,455,624 
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10. 

 2019 2018 
Operating revenues: 
 Federal Agencies $ 56,513,389 $ 51,428,982 
 State Agencies  38,202,686  36,464,440 
 Local Education Agencies  33,775,470  28,421,349 
 Foundations  16,859,841  18,174,609 
 Other   27,247,686  30,435,187 
 
  Total operating revenues  172,599,072  164,924,567 
 
Operating expenses: 
 Direct expenses  149,345,834  144,594,294 
 Indirect expenses  18,066,161  17,755,477 
 
  Total operating expenses  167,411,995  162,349,771 
 
Operating income  5,187,077  2,574,796 
 
Non-operating revenues (expenses) 
 Rental and parking, net  278,335  181,589 
 Publication sales, net  217,230  157,855 
 Investment income, net  3,182,317  315,036 
 Other revenues  5,152  7,328 
 Other expenses  (726,425)  (755,840) 
 
  Total non-operating revenues (expenses)  2,956,609  (94,032) 
 
Changes in net position  8,143,686  2,480,764 
 
Net Position, beginning of year  81,477,775  78,997,011 
 
Net Position, end of year $ 89,621,461 $ 81,477,775 
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 2019 2018 
Cash flows from operating activities 
 Federal Agencies $ 57,837,560 $ 51,548,543 
 State Agencies  35,930,114  33,938,269 
 Local Education Agencies  34,309,027  27,641,720 
 Foundations  16,514,648  17,893,685 
 Other   24,727,030  30,092,923 
 Other (payments) receipts  (222,045)  (390,777) 
 Cash payments for direct costs  (146,714,921)  (143,035,444) 
 Cash payments for indirect costs  (17,846,580)  (18,715,421) 
 
  Net cash provided by (used in) operating activities  4,534,833  (1,026,502) 
  
Cash flows from capital and related financing activities 
 Purchases of fixed assets  (540,538)  (4,939,073) 
 Proceeds from tenant improvement allowance  272,169  1,086,162 
 
  Net cash used in financing activities  (268,369)  (3,852,911) 
 
Cash flows from investing activities 
 Purchase of investments  (19,297,453)  (15,369,500) 
 Proceeds from sales and maturities of investments  14,306,829  19,033,404 
 Interest received  1,263,483  1,063,977 
 
  Net cash (used in) provided by investing activities  (3,727,141)  4,727,881 
 
Net increase (decrease) in cash and cash equivalents  539,323  (151,532) 
 
Cash and cash equivalents at beginning of year  9,241,318  9,392,850 
 
Cash and cash equivalents at end of year $ 9,780,641 $ 9,241,318 
 
 
Reconciliation of operating income to  
  net cash provided by (used in) operating activities 
 Operating Income $ 5,187,077 $ 2,574,796 
 Depreciation  1,036,398  1,106,689 
 Loss on disposal of fixed assets  336  - 
 Other revenue  (225,708)  (409,068) 
 Decrease (Increase) in receivables  675,693  (4,007,427) 
 Decrease (Increase) in inventory  40,183  (12,297) 
 Decrease (Increase) in prepaid expenses and other assets  179,397  (947,647) 
 Decrease in accounts payable and accrued liabilities  (67,344)  (656,977) 
 Increase in accrued compensation and benefits  1,665,186  1,127,429 
 (Decrease) Increase in advances  (3,956,385)  198,000 
 

  Net cash provided by (used in) operating activities $ 4,534,833 $ (1,026,502) 
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12. 

NOTE 1  ORGANIZATION 
 
WestEd is a Joint Powers Agency and was established on December 1, 1995 pursuant to the provisions of 
Title 1, Division 7, Chapter 5, Article I of the California Government Code. WestEd was established as a 
public agency for the joint exercise of powers between Far West Regional Laboratory for Educational 

egional Laboratory for Educational Research and 

dedicated to improving education and other opportunities for children, youth and adults. In addition to its 
work across the nation, WestEd serves as the regional education laboratory for Arizona, California, Nevada 
and Utah. 
 

members of FWL and SWRL, and additional members as appointed by the Board. 
 
 
NOTE 2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The accounting policies of WestEd conform to generally accepted accounting principles as prescribed by 
the Governmental Accounting Standards Board (GASB). The significant accounting policies are herein 
described to enhance the usefulness of the accompanying financial statements to the reader. 
 
Fund Accounting: The accounts of WestEd are organized on the basis of an enterprise fund, the operations 
of which are accounted for with a set of self-balancing accounts that comprise its assets, liabilities, net 
position, revenues and expenses. 
 
Basis of Accounting: The accompanying financial statements have been prepared on the accrual basis in 
accordance with generally accepted accounting principles. Under the accrual basis, revenue is recorded 
when earned and expenses are recorded when incurred, without regard to the timing of cash receipt or 
payment. 
 
Use of Estimates: The preparation of the financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that affect the reported 
amounts in the financial statements and accompanying notes. Actual results could differ from the estimates. 
 
Funding Sources: 
federal government, State Agencies, local governments, and other private entities. 
 
Revenue Recognition for Grants and Contracts: Revenue is deemed to be earned and reported when all 
eligibility requirements imposed by the provider have been met. In addition, for income derived from royalty 
and tuition type contracts, WestEd will recognize revenues when earned as defined per contract agreement. 
Losses on contracts are recognized when identified. 
 
Cost Allocation: Expenses identified with specific projects are charged directly to the appropriate grant or 
contract. Occupancy costs are allocated on the basis of labor hours. Fringe benefits are allocated at a rate 
of 63.0% 9 and 2018. Indirect 
expenses are allocated to all grants, contracts and other non-operating expenses based on direct costs. 
The actual indirect rate was 14.2% and 14.3% for 2019 and 2018, respectively. Indirect costs on sub-award 
costs are only charged to the first $25,000 of costs of each sub-award per year. 
 
In accordance with policies adopted by the U.S. Department of Education, WestEd uses cost principles set 
forth in OMB Uniform Grant Guidance. 
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13. 

NOTE 2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Cash and Cash Equivalents: WestEd considers all short-term investments purchased with a maturity of 
three months or less to be cash equivalents. Investments that have characteristics of demand deposits 
allowing WestEd to deposit or withdraw funds at any time without prior notice or penalty are included in 
cash equivalents. 
 
Receivables: Receivables include amounts owed to WestEd from private individuals or organizations for 
services rendered. Included in receivables are unbilled amounts for which the services have been rendered 
but not yet billed.  
 
Allowance for Uncollectible Receivables: A portion of receivables are estimated not to be collectible. The 
balance in this account is reported as a deduction from receivables to indicate a net receivables amount. 
 
Investments: WestEd records investments at fair value on the Statement of Net Position. The fair value of 
investments, primarily debt securities, is based on quoted market values. Unrealized gains and losses on 
investments are included in nonoperating revenues as net investment income. Short-term investments are 
securities that have a maturity date of one year or less, net of cash equivalents. Long-term investments are 
securities that have a maturity date of more than one year. 
 
Inventory: Inventory consists of publications and supplies and are stated at the lower of cost or market 
value using the first in, first out cost allocation method. 
 
Property and Equipment: Acquisitions of property and equipment costing $5,000 or more are capitalized. 
Property and equipment are carried at historical cost. Maintenance, repairs and renewals, which neither 
materially add to the value of the property nor appreciably prolong its life, are charged to expense as 
incurred. Gains or losses on dispositions of property and equipment are included in other non-operating 
revenues. 
 
Depreciation and amortization of property and equipment are provided on the straight-line method over the 
following useful lives: 

 
Building/Leasehold improvements 3 - 10 years 
Office Furniture and Equipment 5 years 
Computer Equipment and Software 3 years 

Leasehold improvements are amortized over the lesser of the useful life of the asset or term of the lease. 
 
Advances: Advances on contracts, grants and agreements consist of amounts received in excess of costs 
incurred. The amounts received in excess of costs will be recognized in the future as services are rendered 
and costs are incurred. 
 
Operating and Non-Operating Transactions: WestEd classifies its revenues and expenses as either 
operating or non-operating. Revenues and expenses are classified according to the following criteria: 
 
Operating - These revenues are earned from the Federal Agencies, State Agencies, Local Education 
Agencies, foundations and others, through grants and contracts. Other revenue includes non-profit 
organizations and other for-profit entities. Operating expenses include employee compensation and 
benefits, subcontracts, travel, other direct expenses and related indirect expenses. 
 
Non-operating - These revenues and expenses include activities that are not the primary business of 
WestEd, such as building and parking rental income, publication sales and investment income. Non-
operating expenses include building, parking, publications, investment and other related indirect expenses. 
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NOTE 2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Net Position:  
 
Net investment in capital assets - Capital assets, net of accumulated depreciation less outstanding capital 
lease obligations. 
 
Restricted - This category represents net position that has external restrictions imposed by grantors. At 
November 30, 2019 and 2018, all restricted net position includes royalties received from the California 

expenditures are incurred. 
 
Unrestricted - Net position that is not subject to externally imposed stipulations. Unrestricted net position 

 
 
Exempt Status: WestEd is exempt from Federal income taxes per Internal Revenue Code Section 115(1). 
WestEd is also exempt from State of California franchise tax. Accordingly, no provision for Federal or State 
income taxes has been made in the accompanying financial statements. 
 
Reclassifications: Some items in the prior year financial statements were reclassified to conform to the 
current presentation. These reclassifications had no effect on prior year changes in net position or ending 
net position. 
 
 
NOTE 3  CASH AND CASH EQUIVALENTS 
 
Cash and cash equivalents at November 30, 2019 and 2018 consist of: 
 
 2019 2018 
 
 Checking accounts $ 8,870,616 $ 7,489,288 
 Money market funds  910,025  1,752,030 
 
  Total $ 9,780,641 $ 9,241,318 
 
The California Government Code requires California banks and savings and loan associations to secure 

collateral. The market value of pledged securities 
must equal 110% 

otal 
deposits and collateral is considered to be held in the name of WestEd. As of November 30, 2019 and 
2018, WestEd had no bank balances exposed to custodial credit risk. 
 
 
NOTE 4  INVESTMENTS 
 

California Government Code, which authorizes public agencies 
to make direct investments in local agency bonds, notes, or warrants within the state; U.S. Treasury 
instruments; registered state warrants or treasury notes; securities of the U.S. Government, or its agencies; 
bankers acceptances; commercial paper; certificates of deposit placed with commercial banks and/or 
savings and loan associations; repurchase or reverse repurchase agreements; medium term corporate 
notes; shares of beneficial interest issued by diversified management companies; certificates of 
participation; obligations with first priority security; and collateralized mortgage obligations. 
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15. 

NOTE 4  INVESTMENTS (Continued)  
 
Investments include both short-term and long-term investments. WestEd held the following investments at 
November 30, 2019 and 2018, respectively.  
 
    Weighted Weighted Percentage 
    Average Average of 
 Description Rating Fair Value Yield Maturity Portfolio 
 
November 30, 2019 
U.S. Treasury notes AAA $ 20,542,380 1.89% 2.66 years 31.06% 
Federal Agencies AAA  22,206,865 1.91% 2.63 years 33.58% 
Foreign corporate A2  1,919,714 2.74% 4.03 years 2.90% 
U.S. corporate A1  15,889,830 2.55% 2.58 years 24.03% 
Asset-backed securities AAA  5,575,993 2.58% 2.85 years  8.43% 
 
 Total investments  $ 66,134,782    100.00% 
 
    Weighted Weighted Percentage 
    Average Average of 
 Description Rating Fair Value Yield Maturity Portfolio 
 
November 30, 2018 
U.S. Treasury notes AAA $ 19,563,079 1.80% 2.79 years 33.03% 
Federal Agencies AAA  19,789,455 1.84% 2.60 years 33.41% 
Foreign corporate A2  336,867 3.46% 3.10 years 0.57% 
U.S. corporate A1  15,381,168 2.39% 2.42 years 25.97% 
Asset-backed securities AAA  4,154,753 2.59% 3.11 years  7.02% 
 
 Total investments  $ 59,225,322    100.00% 
 
Interest Rate Risk: Interest rate risk refers to the risk that changes in interest rates will affect the fair value 

 
 
Custodial Credit Risk: For an investment, custodial credit risk is the risk that, in the event of the failure of 
the counterparty, WestEd will not be able to recover the value of its investments that are in the possession 
of an outside party. At year- osed to custodial credit risk 
and there was no securities lending. 
 
Credit Risk: California Government Code. 
Per Section 53601.7, investments in long- hout regard to modifiers 

As of November 30, 2019 
and 2018, WestEd is in compliance with its investment policies regarding credit risk. 
 
Concentration of Credit Risk: Concentration of credit risk is the risk of loss attributed to the magnitude of a 

issuer representing more than 5% of total investments. 
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16. 

NOTE 4  INVESTMENTS (Continued) 
 
At November 30, 2019, the credit ratings of investments by investment type were as follows: 
 
  % of  
 Rating Portfolio 
 Investments 
 Fed Home Loan Bank AAA  15% 
 Fed National Mortgage Association AAA  12% 
 U. S. Treasury notes AAA  31% 
     58% 
 
 Other issuers (in aggregate) A3 - AAA  42% 
 
     100% 
 
At November 30, 2018, the credit ratings of investments by investment type were as follows: 
 
  % of  
 Rating Portfolio 
 Investments 
 Fed Home Loan Mortgage AAA  7% 
 Fed Home Loan Bank AAA  12% 
 Fed National Mortgage Association AAA  14% 
 U. S. Treasury notes AAA  32% 
     65% 
 
 Other issuers (in aggregate) A3 - AAA  35% 
 
     100% 
 
Investment and management fees aggregating $62,983 and $62,434 were paid for the years ended 
November 30, 2019 and 2018, respectively. WestEd had a net unrealized gain totaling $1,987,956 in 2019 
and net unrealized loss totaling $754,188 in 2018, respectively. For the years ended November 30, 2019 
and 2018, WestEd recognized a net realized loss of $69,122 and net realized gain of $5,247, respectively. 
Net realized gains and losses were recorded net of related investment and management fees. Realized 
gains and losses on investments that had been held in more than one fiscal year and sold in the current 
year may have been recognized as an increase or decrease in the fair value of investments reported in the 
prior year. 
 
Fair Value of Investments: WestEd measures and records its investments using fair value measurement 
guidelines established by generally accepted accounting principles. The fair value hierarchy is based on 
the valuation inputs used to measure an asset's fair value. The following provides a summary of the 
hierarchy used to measure fair value on a recurring basis as of November 30, 2019 and 2018: 
 
Level 1 - Quoted prices (unadjusted) in active markets for identical assets. 
 
Level 2 - Significant other observable inputs such as quoted prices for identical or similar instruments in 
markets that are not active, and model-based valuation techniques for which all significant assumptions are 
observable or can be corroborated by observable market data. 
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17. 

NOTE 4  INVESTMENTS (Continued) 
 
Level 3  Unobservable inputs should be developed using the best information available under the 
circumstances, which might include WestEd's own data. WestEd should adjust that data if reasonable 
available information indicates that other market participants would use different data or certain 
circumstances specific to WestEd are not available to other market participants.  
 

November 30, 2019 and 2018 were all calculated using Level 2 inputs.  
 
 
NOTE 5  RECEIVABLES 
 
Receivables at November 30, 2019 and 2018 consist of the following: 
  
 2019 2018 

 
 Due from Federal Agencies  $ 5,884,729 $ 7,208,901 
 Due from State Agencies  18,933,701  16,661,129 
 Due from Local Education Agencies  6,071,988  6,605,545 
 Due from Foundations  823,156  477,963 
 Due from Other  6,187,710  7,623,439 
     37,901,284  38,576,977 
  
 Less allowance for doubtful accounts  (202,574)  (202,574) 
  
  Total $ 37,698,710 $ 38,374,403 
 
 
NOTE 6  PROPERTY AND EQUIPMENT 
 
Changes in property and equipment for the years ended November 30, 2019 and 2018 are shown below.  
 
The activity for the year ended November 30, 2019 is: 
 
 Balance    Balance 
 December 1,   November 30, 
 2018 Additions Deductions 2019 
Building improvements and 
  leasehold improvements $ 15,917,294 $ 238,985 $ 382,309 $ 15,773,970 
Furniture  5,557,518  79,815  2,795,602  2,841,731 
Equipment  4,410,421  221,738  2,412,345  2,219,814 
 
 Total property and equipment  25,885,233  540,538  5,590,256  20,835,515 
 
Less accumulated depreciation: 
 Building improvements and  
    leasehold improvements  11,447,882  770,450  110,140  12,108,192 
 Furniture  4,988,936  139,608  2,795,505  2,333,039 
 Equipment  4,081,659  126,340  2,408,671  1,799,328 
  
Accumulated depreciation  20,518,477  1,036,398  5,314,316  16,240,559 
 
Property and equipment, net $ 5,366,756 $ (495,860) $ 275,940 $ 4,594,956 
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18. 

NOTE 6  PROPERTY AND EQUIPMENT (Continued) 
 
The activity for the year ended November 30, 2018 is: 
 
 Balance    Balance 
 December 1,   November 30, 
 2017 Additions Deductions 2018 
Building improvements and 
  leasehold improvements $ 12,919,951 $ 4,208,612 $ 1,211,269 $ 15,917,294 
Furniture  5,058,476  530,570  31,528  5,557,518 
Equipment  5,157,208  199,890  946,677  4,410,421 
 
 Total property and equipment  23,135,635  4,939,072  2,189,474  25,885,233 
 
Less accumulated depreciation: 
 Building improvements and  
    leasehold improvements  10,791,647  781,343  125,108  11,447,882 
 Furniture  4,859,230  161,234  31,528  4,988,936 
 Equipment  4,864,224  164,112  946,677  4,081,659 
  
Accumulated depreciation  20,515,101  1,106,689  1,103,313  20,518,477 
 
Property and equipment, net $ 2,620,534 $ 3,832,383 $ 1,086,161 $ 5,366,756 
 
The depreciation expense for the years ended November 30, 2019 and 2018 was $1,036,398 and 
$1,106,689, respectively. The Los Alamitos building and San Francisco land and building in which WestEd 
maintains operations, are recorded in the accounting records of SWRL and FWL, respectively. 
 
 
NOTE 7  ADVANCES 
 
Advances at November 30, 2019 and 2018 consist of the following: 

 
 2019 2018 
 
 Contract advances $ 10,425,615 $ 14,382,000 
 Tenant advances  30,845  30,845 
 
  Total $ 10,456,460 $ 14,412,845 
 
These advances will be realized in the future as services are rendered and costs are incurred. 
 
 
NOTE 8  RENTAL REVENUES 
 

third parties. For the years ended November 30, 2019 and 2018, these rental operations generated net 
rental revenue of $278,335 and $181,589, respectively. In addition, WestEd collected rental revenue in the 
amount of $12,816 and $10,800 
tenant improvements during the years ended November 30, 2019 and 2018, respectively. 
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19. 

NOTE 8  RENTAL REVENUES (Continued) 
 
Gross base and contingent rentals earned in the years ended November 30, 2019 and 2018 are as follows: 
 
 2019 2018 
 
 Base rentals $ 1,229,389 $ 1,139,873 
 Parking revenues  44,038  50,395 
 Contingent rentals  12,816  10,800 
 
  Total $ 1,286,243 $ 1,201,068 
 
 
NOTE 9  OPERATING LEASES 
 
WestEd also leases certain equipment and facilities under non-cancelable operating leases. Operating 
lease expense for the years ended November 30, 2019 and 2018 was $2,810,327 and $2,767,860, 
respectively. Future minimum payments under operating leases as of November 30, 2019 are as follows: 
 

 2020 $ 3,368,076 
 2021  2,646,711 
 2022  2,087,377 
 2023  1,740,387 
 2024  1,654,915 
2025 and thereafter  3,322,289 

 
  $ 14,819,755 

 
 
NOTE 10  RETIREMENT AND FLEXIBLE BENEFIT PLANS 
 
WestEd provides a defined contribution annuity purchase retirement plan for all regular and fixed-term, full-
time and eligible part-
Internal Revenue Service (IRS) limits, are funded as incurred, and were $11,223,934 and $10,810,557 for 
the years ended November 30, 2019 and 2018, respectively. 
 
In addition, eligible employees may make additional contributions to a Supplemental Retirement/Tax 
Deferred Annuity (SRA). The amount the employee may contribute pre-tax is based on an Internal Revenue 
Service (IRS) formula. 
 
Employees also have the option of participating in a contributory Flexible Benefit Plan. Employees make 
voluntary contributions of pre-tax wages. Based on the contributions, the plan reimburses employees for 
qualified expenses which amounted to $881,905 and $738,179 for the years ended November 30, 2019 
and 2018, respectively. 
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20. 

NOTE 11  COMMITMENTS AND CONTINGENCIES 
 
Federal Contracts: Federal contracts and grants are subject to government review within three to five years 

government review would not have a material adverse effect on the overall financial statements at 
November 30, 2019. 
 
 
NOTE 12  RELATED PARTIES 
 
WestEd is provided office space to conduct its operations in Los Alamitos, California and San Francisco, 
California. These office spaces are owned by FWL and SWRL and are provided to WestEd free of charge. 
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29. 

NOTE 1  BASIS OF PRESENTATION 
 
The accompanying schedule of expenditures of federal awards (the "Schedule") includes the federal grant 
activity of WestEd under programs of the federal government for the year ended November 30, 2019. The 
information in this schedule is presented in accordance with the requirements of the Title 2 U.S. Code 
of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards (Uniform Guidance). Because the schedule presents only a selected 
portion of the operations of WestEd, it is not intended to and does not present the financial position, change 
in net position or cash flows of WestEd. 
 
 
NOTE 2  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Expenditures reported on the Schedule are reported on the accrual basis of accounting. Therefore, some 
amounts presented in this schedule may differ from amounts presented in, or used in the preparation of, 
the basic financial statements. Under the accrual basis, revenue is recorded when earned and expenses 
are recorded when incurred, without regard to the time of cash receipt or payment. Revenues for Federal 
programs are received as reimbursement for specific projects and are recognized based on eligible 
expenses incurred. Such expenditures are recognized following the cost principles contained in Uniform 
Guidance, wherein certain types of expenditures are not allowable or are limited as to reimbursement. 
WestEd has not elected to use the 10% de minimis indirect cost rate. 
 
Program income: There was no program income earned by the Federal Programs included in the SEFA 
during the current fiscal year. 
 
Use of Rental Revenue: Far West Laboratory for Educational Research and Development (FWL) and 
Southwest Regional Laboratory for Educational Research and Development (SWRL) allow WestEd to 
occupy their facilities and manage the properties. The U.S. Government allows FWL and SWRL to lease 
excess space in their buildings. However, FWL and SWRL require that the rental income received be used 
for costs of educational research or educational research and related purposes, including costs of 
maintenance and operation of the facilities in accordance with the objectives of the statute under which the 

perative 
 

 
In accordance with an agreement with the U.S. Department of Education dated January 18, 2001, rental 
income and related interest available for future expenditures were as follows: 
 
 2019 2018 
 
 Balance at beginning of year $ (22,571,112) $ (19,752,661) 
   
 Additions: 
  Net rental income  278,335  181,589 
  Subtotal  (22,292,777)  (19,571,072) 
 Less allowable expenses in accordance with the 
    Cooperative Research Act  (2,896,074)  (3,000,040) 
 
 Reserve as of November 30 $ (25,188,851) $ (22,571,112) 
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30. 

SECTION I   
 
Financial Statements 
 
Type of      Unmodified 
 
Internal control over financial reporting: 
 

Material weakness(es) identified?     Yes  X  No 
 

Significant deficiencies identified not  
  considered to be material weaknesses?   Yes  X  None Reported 

 
Noncompliance material to financial statements noted?   Yes  X  No 
 
 
Federal Awards 
 
Internal Control over major programs: 
 

Material weakness(es) identified?     Yes  X  No 
 

Significant deficiencies identified not  
  considered to be material weaknesses? 

    Yes  X  None Reported 
 

 
  major programs:      Unmodified 
 
Any audit findings disclosed that are required to be  
  reported in accordance with 2 CFR 200.516(a)?   Yes  X  No 
 
Identification of major programs: 
 

Name of Federal Program or Cluster  CFDA Numbers   Expenditures 
 

 Research and Development Cluster   Various*  $ 51,142,628 
 
* All programs reported in the Schedule of Expenditure of Federal Awards are included within the 

Research and Development Cluster. 
 
Dollar threshold used to distinguish between Type A and  
  Type B programs:       $ 1,534,279 
 
 
Auditee qualified as low-risk auditee?     X Yes    No 
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31. 

SECTION II  FINANCIAL STATEMENT FINDINGS 
 
 

No matters were reported. 
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32. 

SECTION III  FEDERAL AWARD FINDINGS AND QUESTIONED COSTS  
 
 

No matters were reported. 



 

Crowe LLP
Independent Member Crowe Global  
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33. 

INDEPENDENT AUDITOR S 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 
WestEd 
San Francisco, California 
 
 
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 financial statements of WestEd as of and for 
the year ended November 30, 2019, and the related notes to the financial statements, which collectively 

ssued our report thereon dated March 18, 2020.  
 
Internal Control over Financial Reporting  
 
In planning and performing our audit of the financial statements, we considered WestEd'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 financial statements, but not for the purpose 

 express 
 

 
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 

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. 
 
 
 



 

 
 

 
34. 

Compliance and Other Matters  

As part of obtaining reasonable 
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 over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 

accordance with Government Auditing Standards 
compliance. Accordingly, this communication is not suitable for any other purpose. 
 
 
 
 
 Crowe LLP 
Costa Mesa, California 
March 18, 2020 
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35. 

INDEPENDENT  REPORT ON COMPLIANCE 
FOR EACH MAJOR FEDERAL PROGRAM AND REPORT 

ON INTERNAL CONTROL OVER COMPLIANCE 
REQUIRED BY THE UNIFORM GUIDANCE 

 
 
 
To the Board of Directors 
WestEd 
San Francisco, California 
 
 
Report on Compliance for Each Major Federal Program 
 
We have OMB 
Compliance Supplement 
programs for the year ended November 30, 2019. 

 
 

 
 
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions 
of its federal awards applicable to its 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 

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 

 
 
Opinion on Each Major Federal Program 
 
In our opinion, WestEd complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the 
year ended November 30, 2019. 
 



 

 
 

 
36. 

Report on Internal Control Over Compliance 

Management of WestEd 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 

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 

 
 
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. 
 
 
 
 
 Crowe LLP 
 
Costa Mesa, California 
March 18, 2020 
 


