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Independent Auditors' Report

To the Participants and Plan Administrator of
The Heritage 401(k) Retirement Plan

Report on the Financial Statements

We were engaged to audit the accompanying financial statements of The Heritage 401(k) Retirement Plan (the 
Plan), which comprise the statements of net assets available for benefits as of December 31, 2020 and 2019, 
and the related statement of changes in net assets available for benefits for the year ended December 31, 
2020, and the related notes to the financial statements. 

Management's Responsibility 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.

Auditors' Responsibility 

Our responsibility is to express an opinion on these financial statements based on conducting the audits in 
accordance with auditing standards generally accepted in the United States of America. Because of the matter 
described in the Basis for Disclaimer of Opinion paragraph, however, we were not able to obtain sufficient 
appropriate audit evidence to provide a basis for an audit opinion.

Basis for Disclaimer of Opinion 

As permitted by 29 CFR 2520.103-8 of the Department of Labor's (DOL) Rules and Regulations for Reporting 
and Disclosure under the Employee Retirement Income Security Act of 1974 (ERISA), the plan administrator 
instructed us not to perform, and we did not perform, any auditing procedures with respect to the information 
summarized in Note 10, which was certified by Prudential Bank and Trust Company, the custodian of the Plan, 
except for comparing such information with the related information included in the financial statements. We 
have been informed by the plan administrator that the custodian holds the Plan's investment assets and 
executes investment transactions. The plan administrator has obtained certifications from the custodian as of 
December 31, 2020 and 2019, and for the year ended December 31, 2020, that the information provided to the 
plan administrator by the custodian is complete and accurate.
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Disclaimer of Opinion 

Because of the significance of the matter described in the Basis for Disclaimer of Opinion paragraph, we have 
not been able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion. Accordingly, 
we do not express an opinion on these financial statements.

Other Matter 

The supplemental schedules, Schedule H, Line 4(i) – Schedule of Assets (Held at End of Year), as of 
December 31, 2020 and Schedule H, Line 4(a) – Schedule of Delinquent Participant Contributions for the year 
ended December 31, 2020 are required by the DOL's Rules and Regulations for Reporting and Disclosure 
under ERISA and are presented for the purpose of additional analysis and are not a required part of the financial 
statements. Because of the significance of the matter described in the Basis for Disclaimer of Opinion 
paragraph, we do not express an opinion on these supplemental schedule.

Report on Form and Content in Compliance With DOL Rules and Regulations

The form and content of the information included in the financial statements and supplemental schedules, other 
than that derived from the information certified by the custodian, have been audited by us in accordance with 
auditing standards generally accepted in the United States of America and, in our opinion, are presented in 
compliance with the DOL's Rules and Regulations for Reporting and Disclosure under ERISA.

Baker Tilly US, LLP

San Francisco, CA
September 30, 2021
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Statements of Net Assets Available for Benefits
December 31, 2020 and 2019

The accompanying notes are an integral part of these financial statements.
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2020 2019

Investments at fair value 3,842,335$ 3,665,156$
Investment at contract value 1,356,960 1,063,051

5,199,295 4,728,207
Receivables:

Contribution receivable - employer 178,412 171,016
178,412 171,016

NET ASSETS AVAILABLE FOR BENEFITS 5,377,707$ 4,899,223$

ASSETS



The Heritage 401(k) Retirement Plan
Statement of Changes in Net Assets Available for Benefits
For the Year Ended December 31, 2020

The accompanying notes are an integral part of these financial statements.
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ADDITIONS TO NET ASSETS ATTRIBUTED TO:

Investment income:
Net appreciation in fair value of investments 483,130$
Dividends and other 58,001

541,131

Contributions:
Participants 179,359
Employer 178,412

357,771

Total additions 898,902

DEDUCTIONS FROM NET ASSETS ATTRIBUTED TO:

Benefits paid to participants 419,159
Administrative expenses 1,259

Total deductions 420,418

Net increase 478,484

Net assets avalable for benefits
Beginning of year 4,899,223

End of year 5,377,707$



The Heritage 401(k) Retirement Plan
Notes to Financial Statements
December 31, 2020 and 2019
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1. Description of the Plan

The following description of The Heritage 401(k) Retirement Plan (the Plan) provides only general 
information. Participants should refer to the plan document for a more complete description of the Plan's
provisions.

General

The Plan is a defined contribution plan covering substantially all employees of the San Francisco 
Ladies’ Protection and Relief Society (dba The Heritage or Heritage on the Marina) (the Company or 
Plan Administrator) who have completed 90 days of consecutive service and are age 21 or older. The 
Plan is subject to the provisions of the Employee Retirement Income Security Act of 1974 (ERISA). The 
Plan Administrator is responsible for oversight of the Plan, determines the appropriateness of the Plan's
investment offerings and monitors investment performance.

Contributions

Each year, participants may contribute up to 50 percent of pretax annual compensation, as defined in 
the plan document, up to the maximum limits of the Internal Revenue Code (IRC). Participants who 
have attained age 50 before the end of the plan year are eligible to make catch-up contributions.
Participants may also contribute amounts representing distributions from other qualified defined benefit 
or defined contribution plans (rollover). Participants who have attained the age of 21 and have 1,000 
or more hours of service are entitled to receive a non-elective safe harbor contribution equal to 4
percent of the participant’s eligible compensation. Participants direct the investment of all contributions 
into various investment options offered by the Plan. Contributions are subject to certain Internal 
Revenue Service (IRS) limitations.

Participant Accounts

Each participant's account is credited with the participant's contributions and the Company's matching 
contribution, as well as the Plan's earnings. Participants are charged with an allocation of administrative 
expenses that are paid by the Plan. Allocations are based on participant earnings, account balances 
or specific participant transactions, as defined. The benefit to which a participant is entitled is the benefit 
that can be provided from the participant's vested account.

Vesting

Participants are vested immediately in their contributions and the Company's contributions plus actual 
earnings thereon.

Payment of Benefits

On termination of service due to death, disability, retirement or other reasons, a participant may receive 
a lump-sum distribution equal to the value of the participant's vested interest in their account. In 
addition, the Plan allows for hardship distributions if certain criteria are met.

Cares Act 

On March 27, 2020, the Coronavirus Aid Relief and Economic Security Act (CARES Act) was signed 
in law. This aid package was designed to help the economy from the effects of the coronavirus 
pandemic, several of the provisions of CARES Act affected employee benefit plans. The provisions of 
the CARES Act were optional. During 2020, the Plan has opted into the following provisions of the 
CARES Act:



The Heritage 401(k) Retirement Plan
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1. Description of the Plan (continued)

Hardship distributions - Qualified plan participants were permitted to take a coronavirus-related 
distribution of up to $50,000 from the Plan without a 10 percent early withdrawal penalty. 
Eligible distributions were permitted to be taken up till December 30, 2020. Distributions may 
be repaid within three years or a participant may elect these distributions to be included in 
taxable income on a pro rata basis over three years. 

Required minimum distributions (RMDs) - A temporary waiver of required minimum 
distributions rules permitted participants to suspend their RMDs for 2020 for participants that 
turned 70 ½ in 2019 and 72 in 2020. 

2. Summary of Significant Accounting Policies

Basis of Accounting

The financial statements of the Plan are prepared on the accrual basis of accounting.

Investments held by a defined contribution plan are required to be reported at fair value, except for fully 
benefit-responsive investment contracts. Contract value is the relevant measure for the portion of the 
net assets available for benefits of a defined contribution plan attributable to fully benefit-responsive 
investment contracts because contract value is the amount participants normally would receive if they 
were to initiate permitted transactions under the terms of the Plan. 

Use of Estimates

The preparation of financial statements in accordance with accounting principles generally accepted in 
the United States of America requires management to make estimates and assumptions that affect the 
reported amounts of assets and liabilities and changes therein, and disclosures of contingent assets 
and liabilities. Actual results could differ from those estimates.

Investment Valuation and Income Recognition

Investments are reported at fair value except for the fully benefit-responsive investment contract, which 
is reported at contract value. Fair value is the price that would be received to sell an asset or paid to 
transfer a liability in an orderly transaction between market participants at the measurement date. The 
Plan's Pension Committee determines the Plan's valuation policies utilizing information provided by the 
investment advisors and custodian. See Note 3 for discussion of fair value measurements.

Purchases and sales of securities are recorded on a trade-date basis. Interest income is recorded on 
the accrual basis. Dividends are recorded on the ex-dividend date. Net appreciation includes the gains 
and losses on investments bought and sold as well as held during the year.

Expenses

Certain expenses of maintaining the Plan are paid by the Plan, unless otherwise paid by the Company. 
Expenses that are paid by the Company are excluded from these financial statements. Fees related to 
the administration of notes receivable from participants are charged directly to the participant's account 
and are included in administrative expenses. For the year ended December 31, 2020, administrative 
expenses were $1,259. Investment related expenses are included in net appreciation of fair value of 
investments.
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2. Summary of Significant Accounting Policies (continued)

Payment of Benefits

Benefits are recorded when paid.

Subsequent Events 

The Plan has evaluated subsequent events for recognition or disclosure through September 30, 2021, 
the date the financial statements were available to be issued.

3. Fair Value Measurements

The framework for measuring fair value provides a fair value hierarchy that prioritizes the inputs to valuation 
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices 
in active markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs 
(Level 3). The three levels of the fair value hierarchy under authoritative guidance are described as follows:

Level 1 - Inputs to the valuation methodology are unadjusted quoted prices for identical assets or 
liabilities in active markets that the Plan has the ability to access.

Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or 
liability, either directly or indirectly, such as:

quoted prices for similar assets or liabilities in active markets;

quoted prices for identical or similar assets or liabilities in inactive markets;

inputs other than quoted prices that are observable for the asset or liability;

inputs that are derived principally from or corroborated by observable market data by 
correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be observable for 
substantially the full term of the asset or liability.

Level 3 - Inputs to the valuation methodology are unobservable and significant to the fair value 
measurement.

The asset or liability's fair value measurement level within the fair value hierarchy is based on the lowest 
level of any input that is significant to the fair value measurement. Valuation techniques maximize the use 
of relevant observables and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value. There 
have been no changes in the methodologies used at December 31, 2020 and 2019.

Mutual funds are valued at the daily closing price as reported by the fund. Mutual funds held by the 
Plan are open-end mutual funds that are registered with the U.S. Securities and Exchange Commission. 
These funds are required to publish their daily net asset value (NAV) and to transact at that price. The 
mutual funds held by the Plan are deemed to be actively traded.

The following table sets forth by level, within the fair value hierarchy, the Plan's assets at fair value as of 
December 31, 2020 and 2019:
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3. Fair Value Measurements (continued)

Level 1 Total

Mutual funds 3,842,335$ 3,842,335$

Total assets in the fair value 
hierarchy at fair value

3,842,335$ 3,842,335$

Level 1 Total

Mutual funds 3,665,156$ 3,665,156$

Total assets in the fair value 
hierarchy at fair value

3,665,156$ 3,665,156$

Assets at Fair Value as of 
December 31, 2020

Assets at Fair Value as of 
December 31, 2019

4. Fully Benefit-Responsive Investment Contracts

The Plan holds a guaranteed investment contract issued by Prudential Retirement Insurance and Annuity 
Company. This contract meet the fully benefit-responsive investment contract criteria and therefore is
reported at contract value. Contract value is the relevant measure for fully benefit-responsive investment 
contracts because this is the amount received by participants if they were to initiate permitted transactions 
under the terms of the Plan. Contract value represents contributions made under each contract, plus 
earnings, less participant withdrawals and administrative expenses. 

The traditional investment contract held by the Plan is a guaranteed investment contract. The contract 
issuer is contractually obligated to repay the principal and interest at the specified interest rate that is 
guaranteed to the Plan. The crediting rate is based on a formula established by the contract issuer (1.45%
as of December 31, 2020). The crediting rate is reviewed on a quarterly basis for resetting. The contract 
cannot be terminated before the scheduled maturity date.

The Plan's ability to receive amounts due in accordance with fully benefit-responsive investment contracts 
is dependent on the third-party issuer's ability to meet its financial obligations. The issuer's ability to meet 
its contractual obligations may be affected by future economic and regulatory developments.

Certain events might limit the ability of the Plan to transact at contract value with the contract issuer. These 
events may be different under each contract. Examples of such events include the following:

1. The Plan's failure to qualify under Section 401(a) of the IRC or the failure of the trust to be 
tax-exempt under Section 501(a) of the IRC

2. Premature termination of the contracts

3. Plan termination or merger

4. Changes to the Plan's prohibition on competing investment options
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4. Fully Benefit-Responsive Investment Contracts (continued)

5. Bankruptcy of the plan sponsor or other plan sponsor events (for example, divestitures or spinoffs 
of a subsidiary) that significantly affect the Plan's normal operations.

No events are probable of occurring that might limit the ability of the Plan to transact at contract value with 
the contract issuers and that also would limit the ability of the Plan to transact at contract value with the 
participants.

In addition, certain events allow the issuer to terminate the contracts with the Plan and settle at an 
amount different from contract value. Those events may be different under each contract. Examples of 
such events include the following:

1. An uncured violation of the Plan's investment guidelines

2. A breach of material obligation under the contract

3. A material misrepresentation

4. A material amendment to the agreements without the consent of the issuer.

5. Administration of Plan Assets

The Plan's assets are administered under a contract with Prudential Bank and Trust Company, the
custodian of the Plan. The custodian invests funds received from contributions, investment sales, interest 
and dividend income and makes distribution payments to participants.

6. Related-Party and Party In Interest Transactions

Certain of the Plan's investments are managed by the custodian, and therefore, these transactions qualify 
as party in interest transactions. In addition, the investment in guaranteed investment contract is managed 
by a company related to the custodian; these transactions qualify as party-in-interest transactions. Fees 
incurred by the Plan for the investment manager services are included in net appreciation in the fair value 
of the investment, as they are paid through revenue sharing, rather than a direct payment. Additionally, the 
Plan issues loans to participants, which are secured by the participant's account balances. These 
transactions qualify as party in interest transactions.

Certain administrative functions of the Plan are performed by officers or employees of the Company. No 
such officer or employee receives compensation from the Plan.

7. Plan Termination

Although it has not expressed any intent to do so, the Company has the right to discontinue its contributions 
at any time and to terminate the Plan subject to the provisions of ERISA. 

8. Tax Status

The Plan adopted a volume submitter plan offered by FSI Business Systems LLC. The volume submitter 
plan received an advisory letter dated March 31, 2014, that the Plan, and related trust are designed in 
accordance with the applicable sections of the IRC. The plan administrator believes that the Plan is 
designed and is currently being operated in compliance with the applicable requirements of the IRC and 
therefore believes that the Plan is qualified and the related trust is tax exempt. 



The Heritage 401(k) Retirement Plan
Notes to Financial Statements
December 31, 2020 and 2019

10

8. Tax Status (continued)

Accounting principles generally accepted in the United States of America require management to evaluate 
tax positions taken by the Plan and recognize a tax liability if the Plan has taken an uncertain position that 
more likely than not would not be sustained upon examination by the IRS. The Plan is subject to routine 
audits by taxing jurisdictions; however, there are currently no audits for any tax periods in progress.

9. Risks and Uncertainties

The Plan invests in various investment securities. Investment 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 values of investment securities will occur in the near 
term and that such changes could materially affect participants' account balances and the amounts reported 
in the Statements of Net Assets Available for Benefits.

As of December 31, 2020 and 2019, the Plan had investments of $1,968,709 and $1,569,634 respectively, 
that were concentrated in two funds which individually exceed 10% of the plan’s net assets available for 
benefits.

10. Information Certified by Custodian

The plan administrator has elected the method of compliance as permitted by 29 CFR 2520.103-8 of the 
Department of Labor's Rules and Regulations for Reporting and Disclosure under ERISA for 2020 and 
2019. Accordingly, Prudential Bank and Trust Company, the custodian of the Plan, has certified to the 
completeness and accuracy of all investments reported in the accompanying Statements of Net Assets 
Available for Benefits as of December 31, 2020 and 2019 and the supplemental Schedule H, Line 4(i) -
Schedule of Assets (Held at End of Year) as of December 31, 2020, and the related investment activity 
reported in the Statement of Changes in Net Assets Available for Benefits for the year ended December 31, 
2020.

11. Delinquent Participant Contributions

For the year ended December 31, 2019, the Company did not remit certain participant contributions to the 
Plan on a timely basis as defined by the Department of Labor's Rules and Regulations for Reporting and 
Delinquent Participant Contributions Disclosure under ERISA. Untimely remittances identified on the 
Schedule H, Line 4(a) - Schedule of Delinquent Participant Contributions, which totaled $6,271, were self-
corrected. Additionally, in 2020 the Company has compensated participants for lost earnings resulting from 
the delay in contributions.
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12. Reconciliation of Financial Statements to Schedule H of Form 5500

On the Form 5500, the Plan Administrator reports the plan’s activity on the cash basis of accounting. The 
following is a reconciliation of net assets available for benefits per the financial statements to Schedule H 
of Form 5500 at December 31, 2020 and 2019:

2020 2019
Net assets available for benefits 
     per financial statements 5,377,707$ 4,899,223$
Employer contributions receivable (178,412) (171,016)
Net assets available for benefits 
     per Schedule H of Form 5500 5,199,295$ 4,728,207$

The following is a reconciliation of employer contributions per the financial statements to Schedule H of 
Form 5500 for the year ended December 31, 2020:

Net increase in net assets available for benefits 478,484$
Prior year employer contributions receivable 171,016
Current year employer contributions receivable (178,412)
Net increase in net assets available for benefits
    per Form 5500 471,088$



Supplementary Information
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Schedule H, Line 4(i) – Schedule of Delinquent Participant Contributions
December 31, 2020

See independent auditors’ report.
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Year-end

Participant 
Contributions 
Transferred 
Late to Plan

Contributions 
Not Corrected

Contributions 
Corrected 

Outside VFCP

Contributions 
Pending 

Corrections in 
VFCP

Total Fully 
Corrected 

Under VFCP

2019 6,271$ -$ 6,271$ -$ -$

Total that Constitute Nonexempt Prohibited Transactions



The Heritage 401(k) Retirement Plan
Schedule H, Line 4(i) – Schedule of Assets (Held at End of Year)
December 31, 2020

See independent auditors’ report.
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(b) Identity of Issuer, Borrower, (e)
(a) Lessor or Similar Party (c) Description of Investment (d) Cost

Prudential Retirement Insurance
* and Annuity Company: Guaranteed Income Fund ** 1,356,960$

Mutual funds:
  American Funds Growth Fund of America R4 ** 520,414
  PIMCO Total Return Fund Institutional Class ** 611,749
  American Funds Europacific Growth R3 ** 506,073
  Vanguard 500 Index Admiral ** 56,239
  Oakmark Fund II ** 162,947
  BlackRock Equity Dividend Fund R ** 272,766
  BlackRock LifePath Dynamic 2030 Fund ** 254,048
  AB Discovery Value Fund ** 217,841
  Dodge & Cox Balanced Fund ** 68,084
  American Century Heritage Fund R ** 160,660
  BlackRock LifePath Dynamic 2040 Fund ** 186,641
  BlackRock LifePath Dynamic 2050 Fund ** 3,606
  Vanguard Index Trust 500 ** 375,017
  Oakmark Equity & Income Fund ** 43,823
  Fidelity Advisors Dividend Growth T ** 21,538
  American Century Inflation Adjusted Bond ** 18,558
  Fidelity Advisors Stock Select Mid Cap T ** 5,859
  Blackrock LP DYN 2050 INV A ** 356,472

3,842,335

5,199,295$

* Party-in-Interest

Current 
Value **

** Disclosure of this information is not required by the Department of Labor's Rules and 
Regulations for Reporting and Disclosure under ERISA when the account is participant 


