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Report of Independent Auditors 

 
 
 
To  the Board of Directors of 
Rio Hondo College Foundation 
 
 
We have audited the accompanying statements of financial position of the Rio Hondo College 
Foundation (the “Foundation”) as of June 30, 2012 and 2011, and the related statements of activities 
and cash flows for the years then ended.  These financial statements are the responsibility of the 
Foundation’s management.  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 of material misstatement.  An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements.  An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation.  We believe 
that our audits provide a reasonable basis for our opinion. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Foundation as of June 30, 2012 and 2011, and the changes in its net assets 
and its cash flows for the years then ended in conformity with accounting principles generally accepted 
in the United States of America. 
 
Our audits were conducted for the purpose of forming an opinion on the financial statements as a 
whole. The schedules of functional expenses are presented for purposes of additional analysis and 
are not a required part of the financial statements. Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and other 
records used to prepare the 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. 
 

 
Los Angeles, California 
April 8, 2013 
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2012 2011

Cash and cash equivalents $ 6,473 $ 39,318      
Restricted assets:
   Cash and cash equivalents 705,042 675,069    
   Investments 1,709,910 1,756,038 
Prepaid expenses 635               -                

Total assets $ 2,422,060     $ 2,470,425

Accounts payable $ 16,861          $ 30,839      
Balance payable to the College 258,650        331,877    

Total liabilities 275,511        362,716

Unrestricted 82,266          96,420      
Temporarily restricted 1,880,283     1,827,289 
Permanently restricted 184,000        184,000    

Total net assets 2,146,549     2,107,709

Total liabilities and net assets $ 2,422,060     $ 2,470,425

ASSETS

LIABILITIES

NET ASSETS

June 30
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2012 2011
Unrestricted revenue

Support and revenue
  Contributions $ 31,408 $ 83,640      
  Special events 62,123 192,587    
  Interest and dividends 6,676 10,131      

100,207    286,358    
  In-kind contributions from the College 67,064      66,056      
  Net assets released from restrictions 174,850    313,836    

Total unrestricted revenue 342,121    666,250    
Expenses
  Program services 196,049    338,533    
  Management and general 24,510      9,007        
  Fundraising 135,716    291,503    

      Total expenses 356,275    639,043    
Change in unrestricted net assets (14,154)     27,207      

Unrestricted net assets - beginning of year 96,420      69,213      
Unrestricted net assets - end of year 82,266      96,420      

Temporarily restricted net assets
  Contributions from donors 269,326 396,735
  Interest and dividends,net 33,670 39,234
  Gain (loss) on investments, net (75,152) 211,427
  Restrictions satisfied (174,850) (313,836)

Change in  temporarily restricted net assets 52,994      333,560    
Tranfer to permanently restricted -            (92,000)     

Temporarily restricted net assets -
 beginning of year 1,827,289 1,585,729 

Temporarily restricted net assets - end of year 1,880,283 1,827,289 

Permanently restricted net assets
  Transfer from temporarily restricted -            92,000      

Permanently restricted net assets - beginning of year 184,000    92,000      
Permanently restricted net assets - end of year 184,000    184,000    

Change in net assets 38,840      360,767    

Net assets at beginning of year 2,107,709 1,746,942 
Net assets at end of year $ 2,146,549 $ 2,107,709 

Year ended June 30
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2012 2011
Cash flows from operating activities

Change in net assets $ 38,840            $ 360,767        
Adjustments to reconcile change in net assets

to net cash provided by operating activities:
Net unrealized loss (gain) on investments 75,152            (211,427)      
Changes in operating assets and liabilities:

Prepaid expenses (635)               8,000            
Scholarships payable -                     (19,338)        
Accounts payable (13,978)          (5,478)          
Balance payable to the College (73,227)          118,825        

Net cash provided by operating activities 26,152            251,349        

Cash flows from investing activities
Purchase of investments (29,024)          (273,735)      

Net cash used in investing activities (29,024)          (273,735)      

Net decrease in cash and cash equivalents (2,872)            (22,386)        

Cash and cash equivalents at beginning of year 714,387          736,773        
Cash and cash equivalents at end of year $ 711,515          $ 714,387        

Cash and cash equivalents - unrestricted 6,473              39,318          
Cash and cash equivalents - restricted 705,042          675,069        

$ 711,515          $ 714,387        

Year ended June 30
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NOTE 1 ORGANIZATION 
 

Rio Hondo College Foundation (the Foundation) was founded in 1992 and is governed 
by a Board of Directors.  Its funding sources are from private and public contributions 
and fundraising activities.  The Foundation is organized under the not-for-profit public 
benefit corporation law for charitable and educational purposes.  It was founded to 
provide an instrumentality for financing and undertaking activities, projects and 
functions, of a charitable and educational nature, which will benefit the students and 
augment the educational programs of Rio Hondo Community College (the College). 

 
 
NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
  Basis of Accounting 
  The accompanying financial statements have been prepared on the accrual basis of 

accounting. 
 

Basis of Presentation 
Financial statement presentation follows the recommendations of Accounting 
Standards Codification (ASC) Topic 958, Not-for-Profit Entities. Accordingly, the net 
assets of the Foundation are reported in each of the following three classes: 
unrestricted, temporarily restricted, and permanently restricted net assets. 
 

Unrestricted - Contributions and allocations, the uses of which are not restricted 
by donors or grantors, are recorded in unrestricted net assets.  

 
Temporarily Restricted - Contributions and allocations, the uses of which are 
limited by donor-imposed stipulations that either expire by passage of time or can 
be fulfilled and removed by actions of the Foundation pursuant to those 
stipulations, are recorded as temporarily restricted net assets.  As the restrictions 
are satisfied, temporarily restricted net assets are reclassified to unrestricted net 
assets and reported in the accompanying statements of activities and changes in 
net assets as net assets released from restrictions. Donor-restricted contributions 
whose restrictions are met within the same year as received are reported as 
unrestricted contributions in the accompanying financial statements.  

 
Permanently Restricted - Permanently restricted net assets are restricted by 
donors to be maintained by the Foundation in perpetuity but permit the 
Foundation to expend some of the income (or other economic benefits) derived 
from the donated assets for specific purposes. Losses on the investments of a 
donor-restricted fund are recognized as reduction from the temporarily restricted 
net assets to the extent that donor-imposed temporary restrictions on net 
appreciation of the fund have not been met before the loss occurs.  Any 
remaining loss is recognized as reduction from unrestricted net assets. 

       
  Cash and Cash Equivalents 

Cash and cash equivalents include all monies in banks and highly liquid investments 
with maturity dates of less than three months at the date of acquisition.  They are 
valued using level 1 inputs in accordance with Fair Value Measurements and 
Disclosures Topic of the Financial Accounting Standards Board (FASB) Accounting 
Standards Codifications (ASC) 820. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
  Restricted Cash  

Certain cash is subject to donor-imposed stipulation that may or will be met, either by 
actions of the Foundation and/or passage of time.   
 
Investments  

  The Foundation adopted the provisions of fair value measurement codified in the Fair 
Value Measurements and Disclosure Topic of FASB Accounting Standards Codification 
(ASC) 820.  

 
                           Investments in debt and equity securities with readily determinable market values are 

recorded at fair value. The fair value of investments in securities traded on national 
securities exchanges is valued at the closing price on the last business day of the fiscal 
year; securities traded on the over-the counter market are valued at the last reported 
bid price.  

 
                        Investment purchases and sales are accounted for on a trade-date basis. Interest 

income is recorded when earned and dividends are recorded on the ex-divided date. 
                         Investments are made according to the policies adopted by the Foundation’s Board. 

The Foundation contracts with outside parties to provide investment management and 
consulting services. 

 
                        Investment securities are exposed to various risks, such as interest rate, credit and 

overall market volatility. Because of the level of risk associated with certain long-term 
investments, it is reasonably possible that changes in the values of these investments 
will occur in the near-term and that such changes could materially affect the amounts 
reported in the statement of financial position.  

 
Restricted Investments 
Restricted investments consist of endowment funds that are subject to donor-imposed 
stipulation that may or will be met, either by actions of the Foundation and/or passage 
of time.   

 
Contributions 
Contributions, including unconditional promises to give, are recorded as made.  All 
contributions are available for unrestricted use unless specifically restricted by the 
donor.  Conditional promises to give due in the next year are recorded at their net 
realizable value.  Unconditional promises to give, due in subsequent years are reported 
at the present value of their net realizable value, using risk-free interest rates applicable 
to the years in which the promises are to be received. 

 
  Donor-restricted support is reported as an increase in temporarily or permanently 

restricted net assets depending on the nature of the restriction.  When a restriction 
expires, temporarily restricted net assets are reclassified to unrestricted net assets. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Donated Assets, Services and Facilities 
The Foundation records donated services and facilities when there is an objective basis 
available to measure their value.  Donated services and facilities are reflected as 
support in the accompanying statements when the criteria for recognition under 
Accounting Standards Codification (ASC) Topic 958, Not-for-Profit Entities, is met. 
 
Use of Estimates 
The preparation of financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclosures of contingent 
assets and liabilities at the date of the financial statements and the reported amounts of 
revenues and expenses during the reporting period.  Actual results could differ from 
those estimates. 

 
Functional Allocations of Expenses 
The costs of providing the various programs and supporting services have been 
summarized on a functional basis.  Accordingly, certain costs have been allocated 
among the programs and supporting services benefited. 

 
Income Taxes 
The Foundation is a public foundation exempt from Federal and California income 
taxes under Section 501(c)(3) of the Internal Revenue Code and California Revenue 
and Taxation Code Section 23701(d). Accordingly, no provision for income taxes has 
been made in these financial statements. However, the Foundation is subject to 
income taxes on any net income that is derived from a trade or business not in 
furtherance of the purposes for which it was granted exemption. No income tax 
provision has been recorded as the net income, if any, from any unrelated trade or 
business in the opinion of management, is not material to the financial statement 
taken as a whole. 
 
The Foundation has adopted Financial Accounting Standards Board Accounting 
Standards Codification (ASC) Section 740-10, which clarifies the accounting for 
uncertainty in income taxes.  ASC Section 740-10 prescribes a recognition threshold 
and measurement attribute for the financial statement recognition and measurement 
of a tax position taken or expected to be taken in a tax return. ASC Section 740-10 
requires that an organization recognize in the financial statements the impact of a tax 
position if that position will more likely than not be sustained on audit, based on the 
technical merits of the position.  As of and for the years ended June 30, 2012 and 
2011, the Foundation had no material unrecognized tax benefits, tax penalties or 
interest. 
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NOTE 3 INVESTMENTS 
                        
                        Fair Value Measurements 

The Foundation has adopted the provisions of Accounting Standards Codification 
(ASC) Topic 820, Fair Value Measurements. In accordance with ASC Topic 820, fair 
value is defined as the price that the Foundation would receive upon selling an asset 
in an orderly transaction to an independent buyer in the principal or most 
advantageous market of the asset. ASC Topic 820 establishes a three-tier hierarchy 
to maximize the use of observable market data and minimize the use of 
unobservable inputs, and to establish classification of fair value measurements for 
disclosure purposes. Inputs refer broadly to the assumptions that market participants 
would use in pricing the asset or liability, including assumptions about risk. Inputs 
may be observable or unobservable. Observable inputs are those that reflect the 
assumptions market participants would use in pricing the asset or liability developed 
based on market data obtained from sources independent of the reporting entity.  

        
Unobservable inputs are those that reflect the reporting entity’s own assumptions 
about the assumptions market participants would use in pricing the asset or liability 
developed on the best information available. Fair value of investments is determined 
using a three-tier hierarchy of inputs summarized in three broad levels listed as 
follows: 
 
Level 1: Quoted prices in active markets for identical assets 
 
Level 2: Other significant observable inputs (including quoted prices of similar assets, 
interest rates and credit risk)  
 
Level 3:  Significant unobservable inputs (including Foundation’s own assumptions in 
determining the fair value of assets) 

 
The following tables summarize the Foundation’s investments by category in the fair 
value hierarchy as of June 30, 2012 and 2011.  
 

Level 1 Level 2 Level 3 Total
Endowment Grants

Cash and Cash Equivalents $ 14,380        $ -                  $ -               $ 14,380           
Equity Securities:
Large CAP Equities 271,700      -                  -               271,700         
Small and Mid CAP Equities 76,364        -                  -               76,364           
International Securities 311,870      -                  -               311,870         
Real Estate Securities 107,279      -                  -               107,279         
Multistrategy 301,510      -                  -               301,510         
Fixed Income 435,915      -                  -               435,915         

Foundation for California Community Colleges -              190,892          -               190,892         
Total $ 1,519,018   $ 190,892          $ -               $ 1,709,910      

June 30, 2012
Types of Investments
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NOTE 3 INVESTMENTS (CONTINUED) 

 

Level 1 Level 2 Level 3 Total
Endowment Grants

Cash and Cash Equivalents $ 13,189        $ -                  $ -               $ 13,189           
Equity Securities:
Large CAP Equities 268,550      -                  -               268,550         
Small and Mid CAP Equities 78,444        -                  -               78,444           
International Securities 332,534      -                  -               332,534         
Real Estate Securities 107,912      -                  -               107,912         
Multistrategy 326,672      -                  -               326,672         
Fixed Income 432,842      432,842         

Foundation for California Community Colleges -              195,895          -               195,895         
Total $ 1,560,143   $ 195,895          $ -               $ 1,756,038      

June 30, 2011
Types of Investments

 
                       
NOTE 4 INVESTMENT WITH FOUNDATION FOR CALIFORNIA COMMUNITY COLLEGES 
                        (FCCC) 
 

The Foundation is a participant of a pooled investment in California Community 
Colleges Scholarship Endowment fund held by the Foundation for California 
Community Colleges (FCCC) which is permanently restricted for community colleges 
scholarships.  Management and investment oversight is the responsibility of the 
Foundation for California Community Colleges (FCCC) as directed by the donor, 
Bernard Osher from the Osher Foundation.  
 
The initial gift from the Osher Foundation of $25 million and any match from the 
Osher Foundation are considered gifts to the FCCC and remain assets of the FCCC 
per grant agreement.  Subsequent fundraising by the Foundation that results in 
monies transferred to FCCC may remain permanently restricted assets of the 
Foundation and will be reflected as such on all financial reporting. However, all 
donations to the endowment must be left in the fund permanently and cannot be 
returned or used for other purposes. 

 
The Osher Foundation will provide a 50 percent match for each dollar raised. The 
match will be reconciled annually based on the amount raised each fiscal year by the 
FCCC and individual colleges.  Contributions received from the Foundation and 
invested in the Endowment on or before June 30 of a given year, and the match 
dollars subsequently applied to those contributions, begin earning interest and result 
in scholarship distribution one year later.  Earnings on both the dollars raised by the 
Foundation and the match provided by the Osher Foundation will be distributed as 
scholarship funds to the Foundation, net of investment expenses.  The earnings from 
the dollars raised by the Foundation and the corresponding match amount will be set 
aside for scholarships for Rio Hondo Community College students. 
 
At June 30, 2012 and 2011 the fair value of this investment was $190,892 and 
$195,895 respectively. Contributions for the year ended June 30, 2012 and 2011 
amounts to $0 and $92,000 respectively. 
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NOTE 5 NET ASSETS RELEASED FROM RESTRICTIONS  
   

During the year ended June 30, 2012 and 2011, net assets of $174,850 and $313,836 
respectively were released from temporary donor restrictions. The Foundation met 
donor imposed restrictions by incurring qualified expenses.  

 
                      
 NOTE 6 ENDOWMENT 

 
The Foundation received a Title III Endowment Challenge Grant from the Department 
of Education in the amount of $364,202 during the year ended June 30, 1998.  The 
corpus of the endowment is to be invested for a period of twenty years and the 
Foundation may, for allowable expenditures, spend up to fifty percent of the aggregate 
income earned.  Beginning in 2018, the Foundation may use the corpus for any 
educational purpose.   
 
Starting 2001, the Foundation has been a recipient of Title V Endowment Challenge 
Grants from the Department of Education, which is passed through Rio Hondo 
Community College. The corpus of the endowment, with funds raised by the 
foundation, is to be invested for a period of twenty years and the Foundation may, for 
allowable expenditures, spend up to fifty percent of the aggregate income earned.  
Beginning in 2021, the Foundation may use the corpus for any educational purpose. 
 
On June 4, 2008, the Foundation received a $150,000 grant from B.C. McCabe 
Foundation. The award was invested towards the scholarship endowment fund for 
veterans. 
 
As required by Generally Accepted Accounting Principles (GAAP), net assets 
associated with endowment funds, are classified and reported based on the existence 
or absence of donor-imposed restrictions.  
 
Interpretation of Relevant Law  
The Board of Directors of the Foundation has interpreted the Uniform Prudent 
Management of Institutional Funds Act (UPMIFA) as requiring the preservation of the 
fair value of the original gift as of the gift date of the donor-restricted endowment funds 
absent explicit donor stipulations to the contrary. As a result of this interpretation, the 
Foundation classifies as permanently restricted net assets (a) the original value of gifts 
donated to the permanent endowment, (b) the original value of subsequent gifts to the 
permanent endowment, and (c) accumulations to the permanent endowment made in 
accordance with the direction of the applicable donor gift instrument at the time the 
accumulation is added to the fund. The remaining portion of the donor-restricted 
endowment fund that is not classified in permanently restricted net assets is classified 
as temporarily restricted net assets until those amounts are appropriated for 
expenditure by the Foundation in a manner consistent with the standard of prudence 
prescribed by UPMIFA. In accordance with UPMIFA, the Foundation considers the 
following factors in making a determination to appropriate or accumulate donor-
restricted endowment funds:  
 
 
 
 



Rio Hondo College Foundation 
Notes to Financial Statements 

Years ended June 30, 2012 and 2011 
 

See accompanying independent auditors’ report 
 
 

11

 

 
NOTE 6 ENDOWMENT (CONTINUED) 

 
(1)  The duration and preservation of the fund  
(2)  The purposes of the Foundation and the donor-restricted endowment fund  
(3)  General economic conditions  
(4)  The possible effect of inflation and deflation  
(5) The expected total return from income and the appreciation of investments 
(6) Other resources of the Foundation 
(7) The investment policies of the Foundation 

 
Changes in donor-restricted endowment net assets for the fiscal year June 30, 2012:  
 

Temporarily Permanently
Restricted Restricted Total

Endowment net assets, July 1 $ 1,560,445     $ 184,000          $ 1,744,445    

Investment return:
     Investment income 33,670 -                 33,670         
     Realized and unrealized losses (75,152)         -                 (75,152)        
Total Investment return (41,482)         -                 (41,482)        

Contributions -                -                 -               
Endowment net assets, June 30 $ 1,518,963     $ 184,000          $ 1,702,963    

 
 
Return Objectives and Risk Parameters  
The Foundation has adopted investment and spending policies for endowment assets 
that attempt to provide a predictable stream of funding to programs supported by its 
endowment while seeking to maintain the purchasing power of the endowment assets. 
Endowment assets include those assets of donor-restricted funds that the Foundation 
must hold in perpetuity or for a donor-specified period(s). Under this policy, as 
approved by the Board of Directors, the endowment assets are invested in a manner 
that is intended to provide a total return, over time, which at minimum equals or 
exceeds the rate of inflation plus the annual endowment spending percentage set by 
the Board of Directors assuming a moderate level of investment risk.  
 
The Foundation expects its endowment funds to provide an average rate of return of 
approximately 6.3 percent using 10 year capital market assumptions. Actual returns in 
any given year may vary from this amount.  
  
Strategies Employed for Achieving Objectives  
To satisfy its long-term rate-of-return objectives, the Foundation relies on a total return 
strategy in which investment returns are achieved through both capital appreciation 
(realized and unrealized) and current yield (interest and dividends). The Foundation 
targets a diversified asset allocation that places a greater emphasis on quality-based 
investments to achieve its long-term return objectives within prudent risk constraints.  
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NOTE 6 ENDOWMENT (CONTINUED) 
 
Spending Policy and How the Investment Objectives Relate to Spending Policy  
The Foundation's Board of Directors has a policy of evaluating the investment income 
earned each year.  A portion of the income will be designated for student scholarships 
and the additional available income will be designated for future growth of the 
endowment based on donor imposed conditions. The Board of Directors is mindful of 
its responsibility to maintain the purchasing power of the endowment assets held in 
perpetuity or for a specified term as well as to provide additional real growth through 
new gifts and investment return.  
 

 
NOTE 7 RELATED PARTIES 
 
  The Foundation’s primary purpose is to assist in the institutional development and 

encourage community support to Rio Hondo Community College and its students.  The 
Foundation receives gifts, property and funds to be used for the benefit of the College, 
its programs, and any person or organization having an official relationship with the 
College.  The balance payable to the College amounted to $258,650 and $331,877 
respectively as of June 30, 2012 and 2011. 
 
To assist the Foundation in carrying-out its purpose, the College provides 
administrative services to the Foundation.  Salaries and benefits for the 
administrative staff are paid by the College.  For the fiscal years ended June 30, 
2012 and 2011, the College provided in-kind personnel services of approximately of 
$61,064 and $60,056 respectively. Working space for employees, who perform 
administrative services for the Foundation, is provided by the College at no charge to 
the Foundation, and for the current year amounted to an estimated fair value of 
$6,000.  These amounts are classified as in-kind contributions on the Statements of 
Activities.  

 
 
NOTE 8 CONCENTRATION OF CREDIT RISK 
 

Financial instruments, which potentially expose the Foundation to concentration of 
credit risk, consist primarily of cash and cash equivalents.  The Foundation places its 
cash and cash equivalents with major financial institutions.  The total cash balances are 
insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 per bank. 
 As of June 30, 2012 and 2011, the Foundation’s cash balances did not exceed FDIC 
limit. 
 
 

NOTE 8 SUBSEQUENT EVENTS 
 

The Foundation has evaluated subsequent events through April 8, 2013, the date 
these financial statements were available to be issued. Based upon this evaluation, it 
was determined that no subsequent events occurred that require recognition or 
additional disclosure in the financial statements. 
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Functional expenses for the year ended June 30, 2012 were as follows: 
 

Program Management
Services and General Fundraising Total

In-kind expenses:
Personnel services $ 15,266       $ 6,106           $ 39,692      $ 61,064     
Facilities 1,500         600              3,900        6,000       

Total in-kind 16,766       6,706           43,592      67,064     
Scholarships and other awards 66,807       -                   -                66,807     
Grants and program support 112,476     -                   -                112,476   
Salaries -                 -                   44,485      44,485     
Other expenses -                 17,804         47,639      65,443     

Total $ 196,049     $ 24,510         $ 135,716    $ 356,275   

 
 
Functional expenses for the year ended June 30, 2011 were as follows: 
 

Program Management
Services and General Fundraising Total

In-kind expenses:
Personnel services $ 15,014       $ 6,006           $ 39,036      $ 60,056     
Facilities 1,500         600              3,900        6,000       

Total in-kind 16,514       6,606           42,936      66,056     
Scholarships and other awards 82,729       -                   -                82,729     
Grants and program support 239,290     -                   -                239,290   
Salaries -                 -                   129,496    129,496   
Other expenses -                 2,401           119,071    121,472   

Total $ 338,533     $ 9,007           $ 291,503    $ 639,043   

 



 

 


