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INDEPENDENT AUDITORS’ REPORT 

Board of Directors 
Rio Hondo College Foundation (the Foundation) 
Whittier, California 

We have audited the accompanying financial statements of Rio Hondo College Foundation (the “Foundation”), 
which comprise the statement of financial position as of June 30, 2020 and 2019, and the related statements of 
activities, and cash flows for the year 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 audit.  We conducted our 
audit 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 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 entity’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 entity’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. 

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Rio Hondo College Foundation as of June 30, 2020 and 2019, and the changes in its net assets and its 
cash flows for the years then ended in accordance with accounting principles generally accepted in the United 
States of America. 

Emphasis of Matter 

As discussed in Note 1 to the financial statements, the Foundation has adopted the provisions of Financial 
Accounting Standards Board Accounting Standards Update No. 2018-08, Clarifying the Scope and the 
Accounting Guidance for Contributions Received and Contributions Made Accordingly, all contributions received 
have been reviewed and adjusted accordingly to adopt this standard. Our opinion is not modified with respect 
to this matter. 

San Diego, California 
April 26, 2021
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STATEMENTS OF FINANCIAL POSITION 
JUNE 30, 2020 AND 2019 

The notes to financial statements are an integral part of this statement. 
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 2020 2019
ASSETS

Cash and cash equivalents 208,655$        131,237$      
Accounts receivable 1,836              5,881            
Investment 3,047,958       2,820,939     
Funds held by others 207,246          215,857        

Total Assets 3,465,695       3,173,914     

Accounts payable and accrued expenses 67,212            24,376          
Accrued payroll and related liabilities 1,779              11,458          
Due to Rio Hondo College 91,063            91,063          

Total Liabilities 160,054          126,897        

NET ASSETS
Net assets without donor restrictions 137,953          102,758        
Net assets with donor restrictions 3,167,688       2,944,259     

Total Net Assets 3,305,641       3,047,017     
Total Liabilities and Net Assets 3,465,695$     3,173,914$   

Liabilities

 
 
 



RIO HONDO COLLEGE FOUNDATION 
STATEMENTS OF ACTIVITIES 
FOR THE YEAR ENDED JUNE 30, 2020 

The notes to financial statements are an integral part of this statement. 
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Net Assets Net Assets 
Without Donor With Donor

Restrictions Restrictions Total
REVENUE AND SUPPORT
Contributions and grants 49,736$           452,242$          501,978$        
Fundraising events 24,384             -                       24,384            
In-kind, facilities 10,000             -                       10,000            
In-kind, personnel services 104,982           -                       104,982          
Net investment return 64,769             97,372              162,141          
Restrictions released 326,185           (326,185)           -                     

Total Revenue and Restrictions Released 580,056           223,429            803,485          

EXPENSES
Program services 437,580           -                       437,580          
Support services 42,879             -                       42,879            
Fundraising expenses 64,402             -                       64,402            

Total Expenses 544,861           -                       544,861          
CHANGE IN NET ASSETS 35,195             223,429            258,624          

Net assets - beginning 102,758           2,944,259         3,047,017       
Net assets - ending 137,953$         3,167,688$       3,305,641$     

June 30, 2020

 



RIO HONDO COLLEGE FOUNDATION 
STATEMENTS OF ACTIVITIES 
FOR THE YEAR ENDED JUNE 30, 2019 

The notes to financial statements are an integral part of this statement. 
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Net Assets Net Assets 
Without Donor With Donor

Restrictions Restrictions Total
REVENUE AND SUPPORT
Contributions and grants 60,815$           426,090$          486,905$        
Fundraising events 139,983           -                       139,983          
In-kind, facilities 10,000             -                       10,000            
In-kind, personnel services 99,497             -                       99,497            
Net investment return 5,005               168,705            173,710          
Restrictions released 305,070           (305,070)           -                     

Total Revenue and Restrictions Released 620,370           289,725            910,095          

EXPENSES
Program services 444,633           -                       444,633          
Support services 62,912             -                       62,912            
Fundraising expenses 101,604           -                       101,604          

Total Expenses 609,149           -                       609,149          
CHANGE IN NET ASSETS 11,221             289,725            300,946          

Net assets - beginning 91,537             2,654,534         2,746,071       
Net assets - ending 102,758$         2,944,259$       3,047,017$     

June 30, 2019

 
 



RIO HONDO COLLEGE FOUNDATION 
STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED JUNE 30, 2020 AND 2019 

The notes to financial statements are an integral part of this statement. 
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 2020 2019
CASH FLOWS FROM OPERATING ACTIVITIES

Change in net assets 258,624$     300,946$     
Adjustments to reconcile change in net assets to 
net cash provided by operating activities:
 Investment fees 8,611           (1,520)          

Realized & unrealized (gain) loss on investments, net (227,019)      (420,888)      
(Increase) decrease in:
   Accounts receivable 4,045           37,671         
Increase (decrease) in:
   Accounts payable and accrued expenses 42,836         (21,632)        
   Accrued payroll and related liabilities (9,679)          (16,312)        

77,418         69,808         

NET INCREASE(DECREASE) IN CASH AND CASH EQUIVALENTS 77,418         (121,735)      
  

Cash and cash equivalents - beginning 131,237       252,972       
Cash and cash equivalents - ending 208,655$     131,237$     
Supplemental, Non-Cash Information

In-kind, facilities 10,000$       10,000$       
In-kind, personnel services 104,982$     99,497$       

Net cash provided(used) by operating activities:

 
 

 



RIO HONDO COLLEGE FOUNDATION 
STATEMENTS OF FUNCTIONAL EXPENSES 
FOR THE YEARS ENDED JUNE 30, 2020 AND 2019 

The notes to financial statements are an integral part of this statement. 
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Program Support
Services Services Fundraising Total

Salaries and related expenses
Salaries, taxes and benefits 18,120$               15,100$                27,180$                60,400$    

Advertising and printing
Audit, taxes and insurance -                           13,315                  -                           13,315      
Bank charges -                           -                           2,783                    2,783        
Contributions to the college 178,730               -                           -                           178,730    
Equipment and supplies -                           -                           8,633                    8,633        
In-kind, facilities 6,500                   2,500                    1,000                    10,000      
In-kind, personnel services 94,484                 10,498                  -                           104,982    
Licenses, fees and dues -                           -                           5,191                    5,191        
Marketing -                           1,330                    -                           1,330        
Outside services, events -                           -                           19,615                  19,615      
Scholarship expenses 139,746               -                           -                           139,746    
Travel -                           136                       -                           136           

Total Expenses 437,580$             42,879$                64,402$                544,861$  

Program Support
Services Services Fundraising Total

Salaries and related expenses
Salaries, taxes and benefits 41,276$               34,396$                61,913$                137,585$  

Advertising and printing
Audit, taxes and insurance -                           13,652                  -                           13,652      
Bank charges -                           -                           2,132                    2,132        
Contributions to the college 132,199               -                           -                           132,199    
Equipment and supplies -                           -                           3,438                    3,438        
In-kind, facilities 6,500                   2,500                    1,000                    10,000      
In-kind, personnel services 89,547                 9,950                    -                           99,497      
Licenses, fees and dues -                           -                           5,381                    5,381        
Marketing -                           1,777                    -                           1,777        
Outside services, events -                           -                           27,740                  27,740      
Scholarship expenses 175,111               -                           -                           175,111    

   Donor cultivation -                           67                         -                           67            
Travel -                           570                       -                           570           

Total Expenses 444,633$             62,912$                101,604$              609,149$  

June 30, 2020

June 30, 2019

 
 
 

 



RIO HONDO COLLEGE FOUNDATION 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2020 AND 2019 
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NOTE 1 – SIGNIFICANT ACCOUNTING POLICIES 
 
Reporting Entity 
 
The 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 College (the College). 
 
Estimates 
  
The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect certain reported amounts and disclosures.  
Accordingly, actual results could differ from those estimates. 
 
Basis of Accounting 
 
The Foundation’s policy is to prepare its financial statements on the accrual basis of accounting, consequently, 
revenues are recognized when earned rather than when cash is received, and certain expenses and purchases of 
assets are recognized when the obligation is incurred rather than when cash is disbursed. 
 
Financial Statement Presentation 
 
The Foundation is required to report information regarding its financial position and activities according to two 
classes of net assets: net assets with donor restrictions and net assets without restrictions. Net assets without 
donor restrictions include all resources available for use by the Board of Directors and management’s discretion 
in carrying out the activities of the Foundation in accordance with its Bylaws.  Net assets with donor restrictions 
are only expendable for the purpose specified by the donor or through the passage of time.  When a restriction 
expires (that is, when a stipulated time restriction ends, or purpose restriction is accomplished), Net assets with 
donor restriction are reclassified as net assets without donor restriction.  Net assets with donor restriction are 
generally required to be held by the Foundation in perpetuity while the earnings on those assets are available 
for use by the Foundation to support its activities.  Donors can place restrictions on the earnings from 
permanently restricted contributions at the time the contributions are made or pledged.  Fund accounting is not 
used in the Foundation’s financial statement presentation. 



RIO HONDO COLLEGE FOUNDATION 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2020 AND 2019 
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NOTE 1 – SIGNIFICANT ACCOUNTING POLICIES, continued 
 
Net Assets 
 
The financial statements report amounts separately by class of net assets as follows: 
 

 Net assets without donor restrictions are those resources that are currently available for operations. 
 

 Net assets with donor restrictions are those resources which are stipulated by donors for various 
scholarships or other programmatic uses.  

All revenues and net gains are reported as increases in net assets without donor restrictions in the statement of 
activities unless the use of the related resources is subject to net assets with donor restrictions. All expenses and 
net losses other than losses on endowment investments are reported as decreases in unrestricted net assets. 
 
Capital Assets 
 
The Foundation has not adopted a policy to capitalize asset purchases in conformance with generally accepted 
accounting principles because the Foundation does not own, nor does it have plans to acquire, property or 
equipment.  The property and equipment used by the Foundation in its operations is owned by the District. 
 
Deferred Revenue 
 
Deferred revenue arises when potential revenue does not meet the criteria for recognition in the current period 
and when resources are received by the Foundation prior to the incurrence of qualifying expenditures.  In 
subsequent periods, when both revenue recognition criteria are met or when the Foundation has a legal claim to 
the resources, the liability for deferred revenue is removed from the statement of financial position and revenue 
is recognized. 
 
 
Cash and Cash Equivalents 

 
The Foundation considers cash and cash equivalents to include cash in commercial checking accounts and 
demand deposits in money market funds that are used for operational purposes.  Cash and cash equivalents 
exclude highly-liquid investments restricted for endowment, which are instead reported as investments.  Cash 
and cash equivalent balances, at times, may be in excess of the Federal Deposit Insurance Corporation insurance 
limit of $250,000. 
 
Accounts Receivable 
 
Receivables consist of accounts receivable and student loans and are stated at the amount management expects 
to collect from outstanding balances. The Foundation uses the allowance method of accounting for receivables 
determined to be potentially uncollectable. In management’s opinion, all receivables were collectible at year-end 
and therefore no allowance for doubtful accounts was considered necessary at June 30, 2020 and 2019. 



RIO HONDO COLLEGE FOUNDATION 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2020 AND 2019 
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NOTE 1 – SIGNIFICANT ACCOUNTING POLICIES, continued 
 
Investments 
 
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 is 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-dividend 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. 
 
Funds Held by Others 
 
The Foundation has the unconditional right to receive all the cash flows from its beneficial interest in California 
Community Colleges (FCCC). The Foundation records its beneficial interest at the fair value using the present 
value of the estimated future cash. The balance at June 30, 2020 and 2019 consists of stocks, bonds and mutual 
fund investments and money instruments stated at market value. The fund is held and investment by the 
California Community Colleges for the Foundation’s benefit and is reported at fair value in the statement of 
financial position, with distributions and changes in fair value recognized in the statement of activities. 
 
Deposits and Prepaid Expenses 
 
Deposits and prepaid expenses are expensed ratably over their respective terms of agreement. 



RIO HONDO COLLEGE FOUNDATION 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2020 AND 2019 
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NOTE 1 – SIGNIFICANT ACCOUNTING POLICIES, continued 
 
Accounting for Contributions 
 
Contributions, including unconditional promises to give, are recognized when received. All contributions are 
reported as increases in unrestricted net assets unless use of the contributed assets is specifically restricted by 
the donor. Amounts received that are restricted by the donor to use in future periods or for specific purposes 
are reported as increases in net assets with donor restriction, consistent with the nature of the restriction. 
Unconditional promises with payments due in future years have an implied restriction to be used in the year the 
payment is due, and therefore are reported as net assets with donor restrictions until the payment is due unless 
the contribution is clearly intended to support activities of the current fiscal year or is received with restrictions. 
Conditional promises, such as matching grants, are not recognized until they become unconditional, that is, until 
all conditions on which they depend are substantially met. 
 
Contributed Goods and Services – (In-kind) 
 
Contributions of goods received that are measurable are recorded as revenue at their estimated fair value when 
received. Contributions of services are recognized if the services received meet any of these criteria: (1) if they 
create or enhance nonfinancial assets and (2) if they require specialized skills, are provided by individuals 
possessing those skills, and would typically need to be purchased if not provided by donation. 
 
Expense Recognition and Allocation 
 
The cost of providing the Foundation’s programs and other activities is summarized on a functional basis in the 
statement of activities and statement of functional expenses. Expenses that can be identified with a specific 
program or support service are charged directly to that program or support service. Costs common to multiple 
functions have been allocated among the various functions benefited. 
 
General and administrative expenses include those costs that are not directly identifiable with any specific 
program, but which provide for the overall support and direction of the Foundation. 
 
Fundraising costs are expensed as incurred, even though they may result in contributions received in future 
years. The Foundation generally does not conduct its fundraising activities in conjunction with its other activities. 
In the few cases in which it does, such as when the annual report or donor acknowledgements contain requests 
for contributions, joint costs have been allocated between fundraising and management and general expenses 
in accordance with standards for accounting for costs of activities that include fundraising. Additionally, 
advertising costs are expensed as incurred.



RIO HONDO COLLEGE FOUNDATION 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2020 AND 2019 
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NOTE 1 – SIGNIFICANT ACCOUNTING POLICIES, continued 
 
Endowment Investments 
 
Endowment investments consist of investments purchased with the following resources: 
 

• Donor-restricted permanent endowments, which are contributions restricted by donors to investment 
in perpetuity with only investment income and appreciation being used to support the Foundation’s 
activities. 
 
• Donor-restricted term endowments, which are contributions restricted by donors to investment for the 
term specified by the donor. During that term, the donor may either require investment income and 
appreciation to be reinvested in the fund or may permit the Foundation to spend those amounts in 
accordance with the donor’s restrictions on use. 
 
• Board-designated endowments, which are resources set aside by the Board of Directors for an 
indeterminate period to operate in a manner similar to a donor-restricted permanent endowment. 
Because a board-designated endowment results from an internal designation, it can be spent upon 
action of the Board of Directors. 
 

Endowment investments also include investments purchased with unspent investment income and net gains 
on these resources. 
 
Endowment investments are reported at fair value. The fair value for investments in equity securities traded on 
national securities exchanges is determined by 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. The fair value of 
shares in exchange-traded funds is determined by the closing price on the last business day of the fiscal year. 
The fair value of open-end mutual fund units is determined by the published net asset value per unit at the end 
of the last trading day of the fiscal year. 
 
The investment and spending policies for the Endowment Fund are discussed in Note 7. 
 
Income Taxes 
 
The Foundation is exempt from income taxes under Section 501(a) and 501(c)(3) of the Internal Revenue Code 
and classified by the Internal Revenue Service as other than a private foundation.  The Foundation is also exempt 
from state franchise or income tax under Section 23701(d) of the California Revenue and Taxation Code. 
 
Income that is not related to exempt purposes, less applicable deductions, is subject to federal and state income 
taxes. The Foundation did not have any net unrelated business income for the years ended June 30, 2020 and 
2019. It is management’s belief that the Foundation does not hold any uncertain tax positions that would 
materially impact the financial statements. 



RIO HONDO COLLEGE FOUNDATION 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2020 AND 2019 
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NOTE 1 – SIGNIFICANT ACCOUNTING POLICIES, continued 
 
Use of Estimates 
 
The preparation of financial statements requires management to make estimates and assumptions that affect 
the reported amounts of revenues and expenses during the reporting period and the reported amounts of 
assets and liabilities at the date of the financial statements. On an ongoing basis, the Foundation’s management 
evaluates the estimates and assumptions based upon historical experience and various other factors and 
circumstances. The Foundation’s management believes that the estimates and assumptions are reasonable in the 
circumstances; however, the actual results could differ from those estimates. 
 
Comparative Totals 
 
The financial statements include certain prior-year summarized comparative information. Such information does 
not include sufficient detail to constitute a presentation in conformity with accounting principles generally 
accepted in the United States of America. Accordingly, such information should be read in conjunction with the 
Foundation’s financial statements for the year ended June 30, 2020, from which the summarized information was 
derived. 
 
Fair Value Measurements 
 
The Fair Value Measurements Topic of the FASB Accounting Standards Codification establishes a fair value 
hierarchy that prioritizes 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 
measurements) and the lowest priority to unobservable inputs (Level 3 measurements).  The three levels of the 
fair value hierarchy are described below: 
 
 Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets or 

liabilities in active markets. 
  
 Level 2 Inputs to the valuation methodology include quoted prices for similar assets and liabilities in 

active markets, and inputs that are observable for the asset or liability, either directly or 
indirectly, for substantially the full term of the financial instrument. 

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

measurement.  
 
A financial instrument’s level within the fair value hierarchy is based on the lowest level of any input that is 
significant to the fair value measurement. 
 
As of June 30, 2020, and 2019, the Foundation does not have any assets or liabilities subject to fair value 
measurements. 



RIO HONDO COLLEGE FOUNDATION 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2020 AND 2019 
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NOTE 1 – SIGNIFICANT ACCOUNTING POLICIES, continued 
 
Change in Accounting Principle 
 
In June 2018, FASB issued ASU 2018-08, Not-for-Profit Entities (Topic 958): Clarifying the Scope and the 
Accounting Guidance for Contributions Received and Contributions Made (ASU 2018-08). ASU 2018-08 clarifies 
how a not-for-profit entity determines whether a resource provider is participating in an exchange transaction or 
a contribution, helps an entity to evaluate whether contributions are considered conditional or unconditional by 
stating that a conditional contribution must have (1) a barrier that must be overcome and (2) a right of return or 
release of obligation, and modifies the simultaneous release option currently in GAAP, which allows a not-for-
profit entity to recognize a restricted contribution directly in unrestricted net assets/net assets without donor 
restrictions if the restriction is met in the same period that revenue is recognized. Accounting for contributions is 
an issue primarily for not-for-profit entities because contributions are a significant source of revenue. However, 
the amendments in the ASU 2018-08 apply to all organizations that receive or make contributions of cash and 
other assets, including business enterprises. The amendments do not apply to transfers of assets from 
governments to businesses. For contributions received, ASU 2018-08 will be effective for fiscal years, and interim 
periods within those fiscal years, beginning after December 15, 2019. For contributions made, ASU 2018-08 will 
be effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2020. 
 
The Foundation has implemented the provisions of this ASU as of June 30, 2020, because management believes 
it improves the Foundation's financial reporting. 
 
New accounting pronouncement  
 
In February 2016, FASB issued ASU 2016-02, Leases (ASU 2016-02). ASU 2016-02 requires a lessee to recognize a 
lease asset representing its right to use the underlying asset for the lease term, and a lease liability for the 
payments to be made to lessor, on its statement of financial position for all operating leases greater than 12 
months. ASU 2016-02 will be effective for fiscal years, and interim periods within those fiscal years, beginning 
after December 15, 2021. Although the full impact of ASU 2016-02 on the Foundation's financial statements has 
not yet been determined, the future adoption of this guidance will require the Foundation to record assets and 
liabilities on its statement of financial position relating to facility and other leases currently being accounted for 
as operating leases. 
 



RIO HONDO COLLEGE FOUNDATION 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2020 AND 2019 
 

15 

 
NOTE 2 - LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS 

 
The following reflects the Organization’s financial assets as of the statement of financial position date, reduced 
by amounts not available for general use because of contractual or donor-imposed restrictions within one year 
of the statement of financial position date. Amounts not available include amounts set aside for program 
services that could be drawn upon if the Board of Directors approves that action. 
 

2020 2019
Financial assets, at year-end:

Cash and cash equivalents 208,655$        131,237$      
Investment 3,047,958       2,820,939     
Funds held by others 207,246          215,857        

Total financial assets, at year-end 3,463,859       3,168,033     

Restrictions for specific purposes:
Board designated 137,953          102,758        
Donor designated 3,167,688       2,944,259     

Total contractual or donor-imposed restrictions 3,305,641       3,047,017     

Financial assets available to meet cash needs
for general expenditure within one year 158,218$        121,016$       



RIO HONDO COLLEGE FOUNDATION 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2020 AND 2019 
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NOTE 3 – CASH AND CASH EQUIVALENTS 
 
Cash and cash equivalents as of June 30, 2020 and 2019, consisted of cash held in checking accounts totaling 
$208,655 and $131,237 respectively. 
 
NOTE 4 - INVESTMENTS 
 
The Foundation measures fair value in accordance with FASB ASC 820-10. FASB ASC 820-10 establishes a fair 
value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy 
consists of three broad levels; Level 1 inputs consist of unadjusted quoted prices in active markets for identical 
assets and have the highest priority, Level 2 inputs, other than the quoted market prices in active markets, are 
observable either directly or indirectly, and Level 3 unobservable inputs in which there is little or no market date, 
which requires the Foundation to develop its own assumptions. The Foundation uses appropriate valuation 
techniques based on the available inputs to measure the fair value of its investments. When available, the 
Foundation measures fair value using Level 1 inputs because they generally provide the most reliable evidence 
of fair value. Level 3 inputs are only used when Level 1 or Level 2 inputs are not available. All assets reported at 
fair value at June 30, 2020, are Level 1 and Level 2 inputs. 
 
Investments consist of the following at June 30, 2020: 
 

Type of Investments Level 1 Level 2 Total
Certificates of Deposit -$                570,415$  570,415$     
Endowment Grants
   Cash 114,780       7,578        122,358       
 Equity Securities:
   Bond Funds 680,735       -               680,735       
   Equity Funds 610,276       -               610,276       
   Exchange Traded Funds 856,218       -               856,218       
Total 2,262,009$  577,993$  2,840,002$   

 
At June 30, 2020, the Foundation does not have any investments measured using Level 3 inputs. 
 
The composition of the investment return reported in the statement of activities is as follows: 
 

Dividends and interest reinvested 49,773$       
Interest income, other 16,510         
Realized gain(loss) on investments (33,038)        
Unrealized gain(loss) on investments 102,237       
Investment fees (13,107)        
   Total 122,375$      



RIO HONDO COLLEGE FOUNDATION 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2020 AND 2019 
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NOTE 4 – INVESTMENTS, continued  
 
Investments consist of the following at June 30, 2019: 
 

Type of Investments Level 1 Level 2 Total

Certificates of Deposit -$                617,817$  617,817$     
Endowment Grants
   Cash 1,593           10,116      11,709         
 Equity Securities:
   Bond Funds 670,295       -               670,295       
   Equity Funds 795,714       -               795,714       
   Exchange Traded Funds 688,544       -               688,544       
Total 2,156,146$  627,933$  2,784,079$   

 
At June 30, 2019, the Foundation does not have any investments measured using Level 3 inputs. 
 
The composition of the investment return reported in the statement of activities is as follows: 
 

Dividends and interest reinvested 47,546$       
Interest income, other 5,005           
Realized gain(loss) on investments (34,952)        
Unrealized gain(loss) on investments 143,612       
Withdrawls (16,650)        
Investment fees (12,237)        
   Total 132,324$      

 



RIO HONDO COLLEGE FOUNDATION 
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NOTE 5 - FUNDS HELD BY OTHERS 
 
The Foundation is a participant in a pooled investment in the 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 
FCCC as directed by the donor, Bernard Osher from the Osher Foundation. 
 
An 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 the 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 
distributions 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, 2020 the fair value of this investment was $207,246. The composition is as follows using Level 2 
inputs: 

Beginning balance 215,857$  
Dividends and interest reinvested 4,901        
Net realized gain(loss) (4,510)       
Net unrealized gain(loss) 2,112        
Less - investment fees (714)         
Less - withdrawals (10,400)     
   Total 207,246$   

 
At June 30, 2019 the fair value of this investment was $215,857. The composition is as follows using Level 2 
inputs: 

Beginning balance 214,337$  
Dividends and interest reinvested 5,318        
Net realized gain(loss) 2,282        
Net unrealized gain(loss) 4,858        
Less - investment fees (671)         
Less - withdrawals (10,267)     
   Total 215,857$   
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NOTE 6 – NET ASSETS WITH DONOR RESTRICTIONS 
 
Net Assets with Donor Restrictions 
 
Net assets with donor restrictions at June 30, 2020 consisted of amounts restricted by donor-imposed 
stipulations, and are available for the following purposes: 

 
Balance at Balance at 

Grant 7/1/2019 Income Expenditures 6/30/2020
Net assets with donor restricted programs 551,897$     337,172$  (304,242)$     584,827$     
P&R Endowments 2,156,145    118,972    (13,107)         2,262,010    
Foundation for California
  Community College Endowment 215,857       2,503        (11,114)         207,246       
Sacchi Endowment 20,360         21,080      -                   41,440         
Cloon Endowment -                  20,850      (250)              20,600         
Paulsen Endowment -                  51,565      -                   51,565         
     Total 2,944,259$  552,142$  (328,713)$     3,167,688$   

 
Net assets with donor restriction at June 30, 2019 consist of amounts restricted by donor-imposed stipulations, 
and are available for the following purposes: 
 

Balance at Balance at 
Grant 7/1/2018 Income Expenditures 6/30/2019
Net assets with donor restricted programs 411,371$     405,771$  (265,245)$     551,897$     
P&R Endowments 2,028,826    156,206    (28,887)         2,156,145    
Foundation for California
  Community College Endowment 214,337       12,458      (10,938)         215,857       
Sacchi Endowment -                  20,360      -                   20,360         
     Total 2,654,534$  594,795$  (305,070)$     2,944,259$   
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NOTE 6 – NET ASSETS WITH DONOR RESTRICTIONS, continued  
 
Net Assets with Donor Restrictions 
Expenditures of net assets with donor restrictions during the year ended June 30, 2020 were: 
 

Balance at
Grant Expenditures 6/30/2020

Net assets with donor restricted programs Scholarships 304,242$  
HH Endowments Scholarships and investment fees 13,107      
Foundation for California
  Community College Endowment Scholarships and investment fees 11,114      

Withdrawls 250           
     Total 328,713$   

 
Expenditures of net assets with donor restrictions during the year ended June 30, 2019 were: 
 

Balance at
Grant Expenditures 6/30/2019

Net assets with donor restricted programs Scholarships 265,245$  
HH Endowments Scholarships and investment fees 28,887      
Foundation for California
  Community College Endowment Scholarships and investment fees 10,938      
     Total 305,070$   
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NOTE 7 – 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 2019, 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 the 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. 
 
The Foundation follows the provisions of ASC 958 Section 205-45, Reporting Endowment Funds. These provisions 
provide guidance on the net classification of donor-restricted endowment funds for a not-for profit organization 
that is subject to an enacted version of the Uniform Prudent Management of Institutional Funds Act of 2006 
(UPMIFA) and also required disclosures about endowment funds, both donor-restricted endowment funds and 
board-designated endowment funds. 
 
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 net assets 
with donor restriction 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: 
 

• The duration and preservation of the fund 
• The purposes of the Foundation and the donor-restricted endowment fund 
• General economic conditions 
• The possible effect of inflation and deflation 
• The expected total return from income and the appreciation of investments 
• Other resources of the Foundation 
• The investment policies of the Foundation 
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NOTE 7 – ENDOWMENT, continued 
 
The net composition of the endowment as of June 30, 2020, is as follows: 

Net Assets 
with Donor 
Restriction Total

Donor-restricted funds:
Foundation for California Community Colleges 207,246$       207,246$     
Title III 1,263,480      1,263,480    
Title V (1) 483,727         483,727       
Title V (2) 310,930         310,930       
McCabe 203,873         203,873       
Other Endowments 113,605         113,605       
     Total 2,582,861$    2,582,861$   

 
The net composition of the endowment as of June 30, 2019, is as follows: 
 

Net Assets 
with Donor 
Restriction Total

Donor-restricted funds:
Foundation for California Community Colleges 215,857$       215,857$     
Title III 1,204,286      1,204,286    
Title V (1) 461,044         461,044       
Title V (2) 296,462         296,462       
McCabe 194,353         194,353       
Sacchi 20,360           20,360         
     Total 2,392,362$    2,392,362$   

 
The changes in endowment net assets for the year ended June 30, 2020, are as follows: 
 

Net Assets 
with Donor 
Restriction Total

Endowment net assets, July 1, 2019 2,392,362$    2,392,362$  
Investment return:
     Dividends & Interest 58,635           58,635         
Total investment return 2,450,997      2,450,997    

Net Gain (realized and unrealized) 66,306           66,306         
Fees (13,821)          (13,821)        
Withdrawals (10,400)          (10,400)        
Contributions 89,779           89,779         
Endowment new assets, June 30, 2020 2,582,861$    2,582,861$   



RIO HONDO COLLEGE FOUNDATION 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2020 AND 2019 

23 

 
 
NOTE 7 – ENDOWMENT, continued 
 
The changes in endowment net assets for the year ended June 30, 2019, are as follows: 

 
Net Assets 
with Donor 
Restriction Total

Endowment net assets, July 1, 2018 2,243,162$    2,243,162$  
Investment return:
     Dividends & Interest 52,864           52,864         
Total investment return 2,296,026      2,296,026    

Net Gain (realized and unrealized) 116,161         116,161       
Fees (12,908)          (12,908)        
Withdrawals (26,917)          (26,917)        
Contributions 20,000           20,000         
Endowment new assets, June 30, 2019 2,392,362$    2,392,362$   

 
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. 
 
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. 
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NOTE 8 - FUNDRAISING EVENTS 
 
The Foundation conducted various special event and fundraising activities during the year. The revenue and 
expenses from fund development activities for the year ended June 30, 2020 were as follows: 
 

June 30, 2020 Revenue Expenses Net Revenue
Taste of Rio 8,450$       (6,634)$    1,816$          
Annual Fund Drive 7,853         (500)         7,353            
RHC Homecoming 8,081         (12,481)    (4,400)           
   Total 24,384$     (19,615)$  4,769$           

 
The revenue and expenses from fund development activities for the year ended June 30, 2019 were as follows: 

 
June 30, 2019 Revenue Expenses Net Revenue

Taste of Rio 135,292$   (20,125)$  115,167$      
Annual Fund Drive 2,191         -              2,191            
RHC Homecoming 2,500         (7,615)      (5,115)           
   Total 139,983$   (27,740)$  112,243$       

 
NOTE 9 - RELATED PARTY TRANSACTIONS 
 
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 $91,063 as of June 30, 2020 and 
$91,063 as of June 30, 2019. 
 
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 year ended 
June 30, 2020 and 2019, the College provided in-kind personnel services of approximately of $104,982 and 
$99,497 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 2020 and 2019 amounted to an estimated fair 
value of $10,000. These amounts are classified as in-kind contributions and expenses in the accompanying 
statements of activities and statement of functional expenses. 



RIO HONDO COLLEGE FOUNDATION 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2020 AND 2019 
 

25 

 
NOTE 10 - CONCENTRATION 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, 2020, and 2019, the Foundation’s cash balances did not exceed the FDIC limit. 
 
The majority of the Foundation’s contributions and grants are received from corporations, foundations, and 
individuals located in the greater Los Angeles metropolitan area and from agencies of the state of California. As 
such, the Foundation’s ability to generate resources via contributions and grants is dependent upon the 
economic health of that area and of the state of California. An economic downturn could cause a decrease in 
contributions and grants that coincides with an increase in demand for the Foundation's services. 
 
 
NOTE 11 – SUBSEQUENT EVENTS 
 
The Foundation management evaluated subsequent events from June 30, 2020 through April 26, 2021 the date 
the financial statements were issued.  The District concluded that no subsequent events have occurred that 
would require recognition or disclosure in the financial statements. 
 
 
  




