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INDEPENDENT AUDITOR’S REPORT

To the Participants and Trustees of the
UNITE HERE Local 25 and Hotel Association
of Washington, D.C. Group Legal Services Fund

We have audited the accompanying financial statements of the UNITE HERE Local 25 and
Hotel Association of Washington, D.C. Group Legal Services Fund (the Plan), which comprise
the statements of net assets available for benefits and benefit obligations as of December 31,
2020 and 2019, and the related statements of changes in net assets available for benefits and
benefit obligations for the years then ended, 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.

Auditor’s Responsibility

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. 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 financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Plan’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the Plan’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial status of the UNITE HERE Local 25 and Hotel Association of Washington, D.C.

Group Legal Services Fund as of December 31, 2020 and 2019, and the changes in its financial
status for the years then ended, in accordance with accounting principles generally accepted in
the United States of America.

Report on Supplemental Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The supplemental Schedule of Assets Held at End of Year is presented for the purpose of
additional analysis and is not a required part of the financial statements. The supplemental
Schedule of Assets Held at End of Year represents supplemental information required by the
Department of Labor's Rules and Regulations for Reporting and Disclosure under the Employee
Retirement Income Security Act of 1974, as amended. Supplemental information is the
responsibility of the Plan's management and was derived from and relates directly to the
underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated in all material respects in relation to the financial
statements as a whole.

Columbia, Maryland
August 31, 2021
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UNITE HERE LocAL 25 AND HOTEL ASSOCIATIO
OF WASHINGTON, D.C.
GROUP LEGAL SERVICES FUND

STATEMENTS OF NET ASSETS AVAILABLE FOR BENEFITS AND
BENEFIT OBLIGATIONS

DECeEMBER 31, 2020 AND 2019

2020 2019

NET ASSETS AVAILABLE FOR BENEFITS
ASSETS
INVESTMENTS - at fair value

Registered investment companies $ 1,214,707 $ 1,346,080
CasH, interest bearing 1,704 451,245
RECEIVABLES

Employer contributions 34,876 213,900
PREPAID EXPENSES 7,867 5,679
CasH, checking 25,811 186,400

Total assets 1,284,965 2,203,304

LIABILITIES

Accounts payable 36,829 11,463

Total liabilities 36,829 11,463

NET ASSETS AVAILABLE FOR BENEFITS 1,248,136 2,191,841
BENEFIT OBLIGATIONS
AMOUNT CURRENTLY PAYABLE

Due to legal services provider - 213,908
EXCESS OF NET ASSETS AVAILABLE FOR BENEFITS

OVER BENEFIT OBLIGATIONS $ 1,248,136 $ 1,977,933

See accompanying notes to financial statements.
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UNITE HERE LocAL 25 AND HOTEL ASSOCIATION
OF WASHINGTON, D.C.
GRrouUP LEGAL SERVICES FUND

STATEMENTS OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS
AND BENEFIT OBLIGATIONS

YEARS ENDED DECEMBER 31, 2020 AND 2019

2020 2019
CHANGE IN NET ASSETS AVAILABLE FOR BENEFITS
ADDITIONS
Investment income
Net appreciation in fair value
of investments $ 65,050 $ 68,586
Interest and dividends 53,578 45,836
Total investment income 118,628 114,422
Employer contributions 689,680 2,133,011
Total additions 808,308 2,247,433
DEDUCTIONS
Benefits paid for participants
Legal services provider fees 1,642,224 2,166,771
Administrative expenses
Audit fees 8,500 8,250
Bank fees 912 88
Conference and meetings 158 219
Contract administrator fees 59,105 65,853
Insurance and bonding 7,959 9,108
Legal fees 21,115 14,806
Office supplies and expenses 10,437 11,959
Payroll audit fees 1,603 1,923
Total administrative expenses 109,789 112,206
Total deductions 1,752,013 2,278,977
NET DECREASE IN NET ASSETS AVAILABLE
FOR BENEFITS (943,705) (31,544)
NET CHANGE IN BENEFIT OBLIGATIONS
DECREASE DURING THE YEAR ATTRIBUTABLE TO
Change in amount due to legal services provider 213,908 117,397

See accompanying notes to financial statements.
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EXCESS OF NET ASSETS AVAILABLE FOR BENEFITS
OVER BENEFIT OBLIGATIONS

NET INCREASE (DECREASE) $ (729,797) $ 85,853
EXCESS
Beginning of year 1,977,933 1,892,080
End of year $ 1,248,136 $ 1,977,933

See accompanying notes to financial statements.
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UNITE HERE LocAL 25 AND HOTEL ASSOCIATION
OF WASHINGTON, D.C.
GROUP LEGAL SERVICES FUND

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2020 AND 2019

NOTE1l. DESCRIPTION OF THE PLAN

The following brief description of the UNITE HERE Local 25 and Hotel Association of
Washington, D.C. Group Legal Services Fund (the Plan) is provided for general information
purposes only. Participants should refer to the Summary Plan Description for more complete
information.

The Plan was created pursuant to an agreement and declaration of trust dated September 15,
1978. The Plan was established to provide a program of legal service benefits for employees in
jobs covered by collective bargaining agreements between participating employers in the
Washington, D.C. area and UNITE HERE Local 25 of the Hotel Employees and Restaurant
Employees International Union (the Union). Contributions to the Plan are made by the
employers at rates specified in their collective bargaining agreement. The Plan provides certain
specified legal service benefits to the covered employees, their spouses and dependent children
through contracts with a service provider. The contract compensates the service provider at a
cents-per-hour rate based upon the number of hours worked by covered employees.

A new employee will become an eligible participant in the Plan on the first day of the month
following three consecutive months in which minimum contributions for sixty hours per month
have been made to the Plan on the employee’s behalf. An eligible participant, after satisfying the
initial eligibility requirement, will continue to be eligible as long as a contribution for sixty hours
or more is made on his or her behalf each month.

Should an employee experience a loss of eligibility due to lay off or an approved leave of
absence, his or her benefits will terminate on the ninety-first day following their last day worked
for which contributions were required or at the end of the three-month period in which
contributions fall below sixty hours per month.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Method of Accounting - The financial statements are prepared using the accrual basis of
accounting.

Cash and Cash Equivalents - All highly liquid investments with maturities of three months or
less at the time of purchase are considered cash equivalents.
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NOTE2. SUMMARY OF SIGNIFICANT ACCOUNTING PoLICIES (continued)

Investment Valuation and Income Recognition - The registered investment companies are
carried at fair value which generally represents the net asset value of the funds as provided by the
investment custodian as of the last business day of the year.

Purchases and sales of investments are recorded on a trade-date basis. Interest and dividends are
recorded on the accrual basis. Net appreciation (depreciation) includes the Plan’s gains and
losses on investments bought and sold, as well as held during the year.

Funding Policy and Revenue Recognition - Benefits are funded through employer
contributions pursuant to collective bargaining agreements between various employers and the
Union. Employer contributions are accounted for as exchange transactions. The contributions are
due on a monthly basis. It is the policy of the Trustees to pursue monies due.

Employer contributions due but not paid at year end are recorded as contributions receivable.
Allowance for uncollectible accounts is not considered necessary and is not provided.

Benefit Obligations - The due to legal services provider, estimated by the Plan’s management,
consists of services provided applicable to the years ended December 31, 2020 and 2019 and
paid subsequent to year end.

Participants’ Continuing Eligibility - At year end, participants were eligible for benefits during
the subsequent three months based on prior credited employment. The service providers have
the obligation to provide benefits to participants based on continued eligibility. Therefore an
obligation for continued eligibility is not included in the statements of benefit obligations.

Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures in the financial statements.
Actual results could differ from those estimates.

NOTE 3. PRIORITIES UPON TERMINATION
Participants should refer to the summary plan description for more complete information.

It is the intent of the Trustees to continue the Plan in full force and effect; however, to safeguard
against any unforeseen contingencies, the right to discontinue the Plan is reserved to the
Trustees. In the event of termination, the Trustees shall first satisfy or make provisions to satisfy
the obligations of the Plan. Any remaining Plan assets will be distributed in such manner as will
in the opinion of the Trustees bring about the purpose of the Plan. Termination shall not permit
any part of the Plan to be used for or diverted to purposes other than the exclusive benefit of the
participants.
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The Plan obtained its latest determination letter on June 7, 1995, in which the Internal Revenue
Service stated that the Plan, as then designed, was in compliance with the applicable
requirements under Section 501(c)(9) of the Internal Revenue Code and was, therefore, exempt
from Federal income taxes. The Plan has been amended since receiving the determination letter.
Plan management believes that the Plan is currently designed and being operated in compliance
with the applicable requirements of the Internal Revenue Code.

NOTE4. TAXSTATUS

Accounting principles generally accepted in the United States of America require Plan
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 U.S. Federal, state, or local taxing authorities. The Plan is subject to routine
audits by taxing jurisdictions; however, there are currently no audits for any tax periods in
progress. Typically, plan tax years will remain open for three years; however, this may differ
depending upon the circumstances of the Plan.

NOTES5. CONCENTRATION OF CREDIT RISK

The Plan maintains its cash and cash equivalents in accounts which may exceed federally insured
limits. The Plan has not experienced any losses on such accounts and management does not
believe the Plan is exposed to any significant financial risk.

NOTEG6. FAIRVALUE 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 are
described as follows:

Basis of Fair Value Measurement:

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 to the valuation methodology include: 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.

-8-
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The asset’s 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 observable inputs and minimize the use of unobservable
inputs.

NOTE6. FAIR VALUE MEASUREMENTS (continued)

The availability of observable market data is monitored to assess the appropriate classification of
financial instruments within the fair value hierarchy. Changes in economic conditions or model-
based valuation techniques may require the transfer of financial instruments from one fair value
level to another. In such instances, the transfer is reported at the beginning of the period. For the
years ended December 31, 2020 and 2019, there were no transfers in or out of levels 1, 2 or 3.

There have been no changes in valuation methodologies used at December 31, 2020 and 2019.

Fair Value Measurements at December 31, 2020

Total Level 1 Level 2 Level 3
Registered investment companies $ 1214707 $ 1214707 $ - $ -
$ 1214707 $ 1214707  $ - $ -
Fair Value Measurements at December 31, 2019
Total Level 1 Level 2 Level 3
Registered investment companies $ 1346080 $ 1346080 @ $ - $ -
$ 1346080 $ 1346080 S - $ -

NOTE7. RELATED ORGANIZATIONS

The Plan is related through common Board of Trustee members to the Hotel and Restaurant
Employees Local 25 and Hotel Association of Washington, D.C. Pension Plan (Pension Plan),
UNITE HERE Local 25 and Hotel Association of Washington, D.C. Health and Welfare Fund
(Health Plan) and the Hospitality Industry 401(k) Plan. As of December 31, 2020 and 2019, the
Plan did not have any outstanding liabilities to the Pension and Hospitality Industry 401(k)
Plans.



DRAFT

The following is a reconciliation of net assets available for benefits as reported on the financial
statements as of December 31, 2020 and 2019, to the balances as reported on Form 5500:

NOTE8. RECONCILIATION OF FINANCIAL STATEMENTS TO FORM 5500

December 31,
2020 2019
Net assets available for benefits as reported on
the financial statements $ 1,248,136 $ 2,191,841
Benefit obligations currently payable - (213,908)
Net assets available for benefits as reported on
Form 5500 $ 1,248,136 $ 1,977,933

The following is a reconciliation of benefits paid for participants as reported on the financial
statements to the balances as reported on Form 5500:

December 31,
2020 2019
Total benefits as reported on the
financial statements $ 1,642,224 $ 2,166,771
Add: Amounts currently payable at end of year - 213,908
Less: Amounts currently payable at beginning of year (213,908) (331,305)
Total benefits as reported on Form 5500 $ 1428316 $ 2,049,374

Amounts due to the legal services provider at December 31, 2020 and 2019 are reported as
benefit obligations in the financial statements but are included as liabilities on Form 5500.

NOTE9. RISKS AND UNCERTAINTIES

The Plan invests in various investments. Investments are exposed to various risks such as
economic, interest rate, market and sector risks. Due to the level of risk associated with certain
investments, it is at least reasonably possible that changes in the values of investments will occur
in the near term and that such changes could materially affect the amounts reported in the
statements of net assets available for benefits.

-10 -
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The Trustees have entered into an agreement with a law firm to provide legal services in
accordance with the Plan document. The agreement specified the rate per participant at which
the law firm will be compensated. The agreement provided that the Plan pay the provider the
sum of $.1850 during the period from January 1, 2020 to June 2020 and the year ended
December 31, 2019, for each hour worked by each participant on whose behalf contributions are
received for such hours. In June 2020, the Trustees approved a temporary modification to the
Plan’s contract with its legal services provider under which the Plan would pay the provider a
monthly payment of $125,000 in lieu of the cents-per-hour-worked payments otherwise due for
modified benefits for the period July 1, 2020 to December 31, 2020.

NOTE 10. LEGAL SERVICES AGREEMENT WITH BENEFIT PROVIDER

NOTE 11. SUBSEQUENT EVENTS
The Plan has evaluated subsequent events through August 31, 2021, the date the financial

statements were available to be issued, and they have been evaluated in accordance with relevant
accounting standards.

-11 -
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SUPPLEMENTAL INFORMATION



UNITE HERE LocAL 25 AND HOTEL ASSOCIATION D RAF T

OF WASHINGTON, D.C.
GRouUP LEGAL SERVICES FUND

SCHEDULE OF ASSETS HELD AT END OF YEAR

DECEMBER 31, 2020

Form 5500 Schedule H, Line 4i EIN: 36-6686313
Plan No: 501
@) (b) (© (d) (®)
Description of Investment Including Maturity Date, Current
Issuer, Borrower Rate of Interest, Collateral, Par or Maturity Value Cost Value
Maturity Interest Par/Maturity
Description Date Rate  Value or Shares

Registered Investment Companies

Harbor Fund Bond INST Fund Mutual Fund N/A N/A 39,879 $ 476,761 $ 491,313
*  Dodge & Cox Income Fund Mutual Fund N/A N/A 49,378 619,969 723,394
Total registered investment companies 1,096,730 1,214,707

Reconciliation to Form 5500
Interest Bearing Cash

PNC Bank Interest bearing cash ~ N/A N/A 1,704 1,704 1,704
Total interest bearing cash 1,704 1,704
Total investment per Form 5500 $1,098,434 $1,216,411

* A party-in-interest as defined by ERISA.
-12 -
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UNITE HERE LocAL 25 AND HOTEL ASSOCIATION
OF WASHINGTON, D.C.
GRrouP LEGAL SERVICES FUND

SCHEDULE OF REPORTABLE TRANSACTIONS

YEAR ENDED DECEMBER 31, 2020

Form 5500, Schedule H, Line 4j EIN: 36-6686313
Plan No: 501
(@) (b) (c) (d) (@ (h) ()
Current Net Gain
Purchase Selling Cost of Value of (Loss) on
Description Price Price Asset Asset Transaction

Dodge & Cox Income Fund $ 37,877 N/A $ 37877 % 37,877 N/A

Dodge & Cox Income Fund N/A $ 250,000 250,000 250,000 $ -

* A party-in-interest as defined by ERISA.
-13-
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