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Independent Auditor’s Report

Board of Directors
Orange County Human Relations Council
Santa Ana, California

We have audited the accompanying financial statements of Orange County Human Relations Council, a
nonprofit organization, which comprise the statement of financial position as of June 30, 2021, and the
related statements of activities, functional expenses, 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.



Board of Directors
Orange County Human Relations Council
Page 2

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Orange County Human Relations Council as of June 30, 2021, and the changes in its
net assets and cash flows for the year then ended, in accordance with accounting principles generally

accepted in the United States of America.
Ir M

Los Angeles, California
November 11, 2021



Orange County Human Relations Council
Statement of Financial Position
June 30, 2021

Assets

Current Assets
Cash, cash equivalents, and restricted cash
Investments in certificates of deposit—Note 3
Accounts receivable —Note 4
Prepaid expenses
Property and equipment, net—Note 5

Non-Current Assets
Deposits

Liabilities and Net Assets
Liabilities
Accounts payable
Accrued expenses

Deferred revenue
PPP grant—Note 6

Net Assets
Without donor restrictions
With donor restrictions—Note 7

See notes to financial statements.

$ 826,910
656,200
440,225

30,646
3,457

Total Current Assets 1,957,438

6,969

Total Non-Current Assets 6,969

Total Assets $ 1,964,407

$ 23,697
168,787

18,604

327,378

Total Liabilities 538,466

1,275,560
150,381

Total Net Assets 1,425,941

Total Liabilities and Net Assets $ 1,964,407




Orange County Human Relations Council
Statement of Activities
Year Ended June 30, 2021

Support and Revenue
Contributions and grant income
PPP grant—Note 6
In-kind contributions —Note 10
Interest income
Program revenues

Total Support and Revenue
Before Reclassifications

Special events
Gross revenue
Less cost of direct benefits to donors

Special Event, Net
Reclassifications
Net assets released from restrictions
—Note 7

Total Support and Revenue
After Reclassifications

Expenses
Program services
Youth Schools Program
Community Building Program
Dispute Resolution Program

Total Program Services

Supporting services
Management and general
Fundraising and development

Total Expenses
Change in Net Assets
Net Assets at Beginning of Year

Net Assets at End of Year

See notes to financial statements.

Without Donor With Donor
Restrictions Restrictions Total
$ 197,312 % 335,000 $ 532,312
327,378 327,378
225,731 225,731
15,293 15,293

1,560,006 1,560,006

2,325,720 335,000 2,660,720
182,970 182,970

(85,310) (85,310)
97,660 97,660
364,475 (364,475)

2,787,855 (29,475) 2,758,380
589,621 589,621
862,791 862,791
501,988 501,988

1,954,400 1,954,400
339,643 339,643
262,104 262,104

2,556,147 2,556,147
231,708 (29,475) 202,233

1,043,852 179,856 1,223,708

$ 1,275,560 $ 150,381 $ 1,425,941




Orange County Human Relations Council
Statement of Functional Expenses
Year Ended June 30, 2021

Expenses

Salaries
Payroll taxes
Other employee benefits

Total Personnel Expenses

Communications
Conference

Cost of direct benefits to donors
Depreciation
Insurance
Meetings
Mileage

Office
Professional fees
Publication

Rent

Total Expenses by Function

Less expenses included with revenues
on the statement of activities
Cost of direct benefits to donors

Total Expenses

See notes to financial statements.

Program Services

Supporting Services

Youth Community Dispute Total Fundraising Special
Schools Building Resolution Program Management and Events
Program Program Program Services and General Development Expense Total
405,454 % 435,773  $ 233,040 1,074,267 % 202,768 % 179,377  $ $ 1,456,412
34,005 34,551 18,291 86,847 15,957 14,367 117,171
59,319 82,723 54,630 196,672 25,419 26,529 248,620
498,778 553,047 305,961 1,357,786 244,144 220,273 1,822,203
16,214 13,550 8,727 38,491 3,428 4,596 46,515
1,201 1,790 405 3,396 159 255 3,810
85,310 85,310
429 254 226 909 4,844 82 5,835
4,322 3,587 3,702 11,611 2,344 1,226 15,181
710 25,220 1,311 27,241 419 50 27,710
633 686 1,319 1,319
864 1,359 1,603 3,826 3,862 212 7,900
35,813 237,634 162,456 435,903 75,152 26,816 537,871
1,074 885 674 2,633 633 3,266
30,216 24,832 16,237 71,285 5,291 7,961 84,537
589,621 862,791 501,988 1,954,400 339,643 262,104 85,310 2,641,457
(85,310) (85,310)
589,621 $ 862,791 $ 501,988 1,954,400 $ 339643 $ 262,104 $ $ 2,556,147




Orange County Human Relations Council
Statement of Cash Flows
Year Ended June 30, 2021

Cash Flows from Operating Activities
Change in net assets
Adjustments to reconcile change in net assets
assets to net cash used in operating activities
Depreciation expense
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses
Accounts payable
Accrued expenses
Deferred revenue

Rental benefit
Net Cash Used in
Operating Activities
Cash Flows from Investing Activities
Net maturities of certificates of deposit
Purchase of property and equipment
Net Cash Used in

Investing Activities

Decrease in Cash, Cash Equivalents,
and Restricted Cash

Cash, Cash Equivalents, and Restricted
Cash at Beginning of Year

Cash, Cash Equivalents, and Restricted
Cash at End of Year

Supplementary Disclosures
Income taxes paid
Interest paid

$

202,233

5,835

(217,630)
11,658
(2,892)

54
(21,671)
(7,784)

(30,197)

(14,871)
(1,703)

(16,574)

(46,771)

873,681

826,910




Orange County Human Relations Council
Notes to Financial Statements
June 30, 2021

Note 1—Organization and Summary of Significant Accounting Policies

Organization—The Orange County Human Relations Council (Council) was incorporated in 1991 as a
California nonprofit benefit corporation. The purpose of the Council is to foster mutual understanding
among residents and eliminate prejudice, intolerance, and discrimination in order to make Orange
County a better place for all people to live, work and do business.

Major programs of the Council:

Youth Schools Programs—The Youth and Education Programs includes the BRIDGES: Safe and
Respectful Schools Program, The Restorative School Program, and corresponding summer camps,
internships, and youth conferences. The mission of BRIDGES is to improve intergroup relations by
partnering with schools and communities to create, advocate, and sustain a safe, inclusive school
climate that respects society's diversity. The mission of the new Restorative Schools Program is to
address the ineffectiveness and disproportionality that arises in more traditional school discipline
systems by bringing a Restorative Justice (R]) perspective to the school setting. Traditional school
discipline negatively impacts student success, disproportionately increasing dropout and
incarceration rates among vulnerable students. R] focuses on repairing the damage rather than
suspending or expelling students. Early-adopting districts have seen drastic reductions in
suspension and expulsion rates.

Community Building Programs—The mission of the Community Building Programs is to organize
the community building initiatives through collaboration with diverse organizations and residents
in order to promote mutual understanding, advocate for justice, and build community capacity.

Dispute Resolution Programs—The mission of Dispute Resolution Programs is to provide a broad
spectrum of dispute resolution and prevention services whereby conflicts and disputes can be settled
out of court in an expedited, efficient, and cost-effective way.

Financial Statement Presentation—The financial statements are prepared using the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of America.
The Council’s net assets are classified based on the existence or absence of donor-imposed restrictions.
As such, the net assets of the Council and changes therein are presented and reported as follows:

Net assets without donor restrictions—Net assets that are not subject to donor-imposed stipulations
and that may be expended for any purpose in performing the primary objectives of the Council.
These net assets may be used at the discretion of the Council’s management and the board of
directors.

Net assets with donor restrictions—Net assets subject to stipulations imposed by donors and
grantors. Some donor restrictions are temporary in nature; such restrictions that may or will be met
either by actions of the Council and/or the passage of time. Other donor restrictions are perpetual
in nature, whereby the donor has stipulated that the funds be maintained in perpetuity. Generally,
the donors of such assets permit the Council to use all or part of the income earned on related
investments for general or specific purposes.




Orange County Human Relations Council
Notes to Financial Statements— Continued

Note 1—Organization and Summary of Significant Accounting Policies— Continued

Donor-restricted contributions are reported as increases in net assets with donor restrictions, depending
on the nature of the restriction. When a time restriction expires or a purpose restriction is satisfied, net
assets with donor restrictions are reclassified to net assets without donor restrictions and are reported in
the statement of activities as net assets released from restrictions.

Measure of Operations—The statement of activities reports all changes in net assets, including changes
in net assets from operating and nonoperating activities. Operating activities consist of providing
resources and community counseling and advocacy services to residents of the Orange County area.
Nonoperating activities are limited to resources that generate return from investments and other
activities considered to be of a more unusual or nonrecurring nature.

Income Taxes—The Internal Revenue Service (IRS) has classified the Council as exempt from federal
income taxes under Section 501(c)(3) of the Internal Revenue Code, and the Council is exempt from
California state income taxes from the Franchise Tax Board.

Accounting standards require an organization to evaluate its tax positions and provide for a liability for
any positions that would not be considered ‘more likely than not” to be upheld under a tax authority
examination. Management has evaluated its tax positions and has concluded that a provision for a tax
liability is not necessary at June 30, 2021. Generally, the Council’s information returns remain open for
examination for a period of three (federal) or four (state of California) years from the date of filing.

Cash, Cash Equivalents, and Restricted Cash—Cash and cash equivalents consist of cash on premises
generated through the course of daily activities and cash on deposit with banks as well as money market
funds or short-term investments held at financial institutions, with original maturities of three months
or less from the date of purchase. Restricted cash consists of the PPP grant (see Note 6).

Cash, cash equivalents, and restricted cash at June 30, 2021 consist of the following:

Cash and cash equivalents

Cash—operations $ 499,532
Restricted cash held for PPP grant 327,378
Total Cash, Cash Equivalents, and Restricted Cash $ 826,910

Concentration of Credit Risk—Cash and cash equivalents, investments in certificates of deposit, and
receivables are the primary form of concentration of credit risk to which the Council is subject. The
Council places its cash and cash equivalents and investments in certificates of deposit with high credit
quality financial institutions where the funds are guaranteed by the Federal Deposit Insurance
Corporation (FDIC) up to $250,000 per institution. At times, in the normal course of business, such cash
balances are in excess of the FDIC/SIPC insurance limits, but management deems the risk of loss due to
these concentrations to be minimal. Receivables at June 30, 2021 are due from donors and governmental
bodies that are well-known to the Council with favorable past payment histories. Management has
assessed the credit risk associated with its receivables and has determined that an allowance for potential
uncollectible amounts at June 30, 2021 is not necessary.




Orange County Human Relations Council
Notes to Financial Statements— Continued

Note 1—Organization and Summary of Significant Accounting Policies— Continued

Investments—Investments consist of certificates of deposit with terms greater than three months.
Donated investments are recorded at fair value on the date of donation.

Property and Equipment—Purchased property and equipment are recorded at cost, and donated assets
are recorded at the estimated fair value on the date of receipt. The Council depreciates its property and
equipment using the straight-line-method over the following estimated useful lives:

Software 3-5 years
Computers 3-5 years

Repairs and maintenance costs are expensed as incurred. Gifts of long-lived assets with explicit
restrictions as to how the assets are to be used and gifts of cash or other assets that must be used to
acquire and maintain long-lived assets are reported as restricted support. Absent explicit donor
stipulations, the Council reports expirations of donor restrictions when such long-lived assets are placed
in service.

Deferred Revenue —Deferred revenue results from the Council recognizing program fees and city dues
in the period in which the related service is performed.

Revenue Recognition —The Council's revenue recognition policies are as follows:

Grants and contracts—Revenues from grants and contracts are reported as increases in net assets
without donor restrictions as allowable expenditures under such agreements are incurred. The
amounts expended in excess of reimbursements are reported as grants receivable.

Program revenues—Program revenues are recognized as earned.

Contributions —Contributions received are recorded as net assets without donor restrictions or net assets
with donor restrictions, depending on the existence and/or nature of any donor-imposed restrictions.
Contributions that are restricted by the donor are reported as an increase in net assets without donor
restrictions if the restriction expires in the reporting period in which the contribution is recognized. All
other donor-restricted contributions are reported as an increase in net assets with donor restrictions,
depending on the nature of restriction. When a restriction expires (that is, when a stipulated time
restriction ends or purpose restriction is accomplished), net assets with donor restrictions are reclassified
to net assets without donor restrictions and reported in the statement of activities as net assets released
from restrictions.

In-Kind Contributions—Materials and other noncash contributions received through donation are
valued at their estimated fair market value at the date of receipt. Contributed services are recorded at
fair value at the date of donation only if the services (a) create or enhance nonfinancial assets, or (b)
require specialized skills that are provided by individuals possessing those skills and would typically
need to be purchased if not provided by donation.




Orange County Human Relations Council
Notes to Financial Statements— Continued

Note 1—Organization and Summary of Significant Accounting Policies— Continued

Functional Expenses—The costs of providing the various program and supporting services have been
summarized on a functional basis in the statement of activities. Accordingly, certain costs have been
allocated between the program services and supporting services benefitted. Depreciation and rent are
allocated on the basis of square footage. Salaries, payroll taxes, other employee benefits,
communications, conference, insurance, meetings, mileage, office, professional fees, and publication are
allocated on the basis of estimates of time and effort.

Use of Estimates—The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make certain estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure 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.

Note 2— Availability and Liquidity

The Council's goal is generally to maintain financial assets to meet 90 days of operating expenses
(approximately $639,000). As part of its liquidity plan, excess cash is invested in short-term
investments, including money market accounts and certificates of deposit.

The following represents the availability and liquidity of the Council's financial assets at June 30, 2021 to
cover operating expenses for the next fiscal year:

Cash and cash equivalents $ 419,533
Investments in certificates of deposit 656,200
Accounts receivable 440,225

Current Availability of Financial Assets $ 1,515,958

Note 3—Investments and Fair Value

In determining the fair value of investments, the Council utilizes valuation techniques that maximize the
use of observable inputs and minimize the use of unobservable inputs to the extent possible. The
Council determines fair value based on assumptions that market participants would use in pricing an
asset or liability in the principal or most advantageous market. When considering market participant
assumptions in fair value measurements, the following fair value hierarchy distinguishes between
observable and unobservable inputs, which are characterized in one of the following levels:

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets that the entity has
the ability to access at the measurement date. The Council had no Level 1 assets of liabilities at June
30, 2021.

Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the
assets, either directly or indirectly, such as quoted prices for similar assets or liabilities, quoted prices
in markets that are not active, or other observable inputs that can be corroborated by observable
market data.
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Orange County Human Relations Council
Notes to Financial Statements— Continued

Note 3—Investments and Fair Value — Continued

Level 3 inputs are unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the asset or liability. The Council had no Level 3 assets of liabilities at
June 30, 2021.

The Council may utilize a practical expedient for the estimation of the fair value of investments in
investment companies for which the investment does not have a readily determinable fair value. The
practical expedient used by the Council to value private investments is the Net Asset Value (NAV) per
share, or its equivalent. In some instances, the NAV may not equal the fair value that would be
calculated under fair value accounting standards. The Council had no assets or liabilities classified at
NAV as a practical expedient during the year ended June 30, 2021.

Investments as of June 30, 2021 consist of the certificates of deposit totaling $656,200, which the Council
values using observable inputs for similar securities. The Council considers these assets to have Level
2 inputs.

Note 4— Accounts Receivable

Accounts receivable at June 30, 2021 consists of contributions due from the following:

Orange County Community Resources $ 32,875
School districts 330,000
Other 77,350

Total $ 440,225

These receivables are deemed fully collectible, therefore no allowance for uncollectible accounts was
provided for as of June 30, 2021.

Note 5—Property and Equipment, Net

The major classes of property and equipment, net at June 30, 2021 is as follows:

Software $ 1,275
Computers 34,005
Total Property and Equipment 35,280

Less accumulated depreciation (31,823)
Property and Equipment, Net $ 3,457

Total depreciation expense recorded for the year ended June 30, 2021 was $5,835.
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Orange County Human Relations Council
Notes to Financial Statements— Continued

Note 6—PPP Grant

On April 21, 2020, the Council received a Paycheck Protection Program (PPP) grant for $327,378 from the
U.S. Small Business Administration (SBA). This grant is designed to provide a direct incentive for small
businesses struggling from the impact of the COVID-19 pandemic (see Note 12), and is subject to
forgiveness under the present terms of the PPP. The Council recorded $327,378 of qualifying
expenditures which were forgiven and included as PPP grant income in the statement of activities during
the year ended June 30, 2021.

On February 4, 2021, the Council an additional PPP grant for $327,378. It is the opinion of management
that these funds will also be forgiven under the present terms of the PPP.

Note 7—Net Assets

Net assets with donor restrictions for the year ended June 30, 2021 are as follows:

Subject to expenditure for specified purpose:

Restorative Justice $ 23,750
Walk in My Shoes 18,750
Youth Schools Program 37,499

Subject to time restrictions:
General fund 70,382
Total Net Assets with Donor Restrictions $ 150,381

Net assets released from donor restrictions for the year ended June 30, 2021 are as follows:

Satisfaction of purpose restrictions:

Restorative Justice $ 20,481
Walk in My Shoes 37,500
Youth Schools Program 113,751

Satisfaction of passage of time:
General fund 192,743
Total Net Assets Released from Donor Restrictions $ 364,475

Note 8 —Employee Retirement Plan
The Council has a defined contribution 401(k) plan. The plan covers all full-time employees who have

attained the age of 18. Employees may contribute up to a maximum of 12% of their earnings, subject to
the Internal Revenue Service limitation.
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Orange County Human Relations Council
Notes to Financial Statements— Continued

Note 8 —Employee Retirement Plan — Continued

The Council makes a three percent contribution to eligible participant’s elective deferral regardless of the
participant’s contribution amount. The contribution amount to the plan for the year ended June 30, 2021
was $38,535.

The Council absorbs all expenses related to the administration of the plan, net of forfeitures. The
Council did not incur expenses related to the administration of the plan for the year ended June 30, 2021.

Note 9—Commitments

The Council has noncancelable operating leases on its office space though October 2022. Total rent
expense for the year ended June 30, 2021 amounted to $84,537. Rental benefit represents three months
of free rent which is amortized over the term of the office space lease.

Future minimum lease payments under the office space lease are as follows:

For the Year Ending June 30,

2022 $ 88,173
2023 29,633
Total $ 117,806

Note 10—In-Kind Contributions

The Council recognized in-kind professional fees by natural expense classification on the functional
expense schedule totaling $225,731 for the year ended June 30, 2021.

Note 11—Orange County Human Relations Commission

The Orange County Human Relation Commission (Commission) was created by the Orange County
Board of Supervisors in 1971 in collaboration with the Orange County Division of the League of Cities.
The purpose set forth was to build mutual understanding among residents and to terminate prejudice,
intolerance, and discrimination. The Board of Supervisors contracts with the Orange County Human
Relations Council to provide staff support for the Commission.
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Orange County Human Relations Council
Notes to Financial Statements— Continued

Note 12—Recent Accounting Pronouncements

Leases—In February 2016, Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) No. 2016-02, Leases (Topic 842), which requires organizations that lease assets (lessees) to
recognize the assets and related liabilities for the rights and obligations created by the leases on the
statement of financial position for leases with terms exceeding 12 months. ASU No. 2016-02 defines a
lease as a contract or part of a contract that conveys the right to control the use of identified assets for a
period of time in exchange for consideration. The lessee in a lease will be required to initially measure
the right-of-use asset and the lease liability at the present value of the remaining lease payments, as well
as capitalize initial direct costs as part of the right-of-use asset. ASU No. 2016-02 is effective for private
companies, nonprofit organizations, and certain small public companies with annual periods beginning
after December 15, 2021 with early adoption permitted. The Council is currently evaluating the impact
that the adoption of ASU No. 2016-02 will have on its financial statements.

Gifts-in-Kind —In September 2020, FASB issued ASU No. 2020-07, Not-for-Profit Entities (Topic 958):
Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets, which requires
increased transparency around the use and valuation of contributed nonfinancial assets (also known as
gifts-in-kind) received by not-for-profit entities. Under the updated guidance, gifts-in-kind are required
to be presented as a separate line item in the statement of activities, apart from contributions of cash or
other financial assets, and to be disaggregated in the notes to the financial statements by the category
that depicts the type of contributed nonfinancial assets. There are additional required disclosures
regarding qualitative information denoting whether the gifts-in-kind were monetized or utilized during
the reporting period; the entity’s policy, if any, about monetizing rather than utilizing contributed
nonfinancial assets; and the valuation techniques and inputs used to arrive at a fair value measure. ASU
No. 2020-07 is to be applied retrospectively and is effective for annual reporting periods beginning after
June 15, 2021, and interim periods within annual reporting periods beginning after June 15, 2022. Early
adoption is permitted. The Council is currently evaluating the impact that the adoption of ASU 2020-
07 will have on its financial statements.

Note 13—Risks and Uncertainties

In early March 2020, the COVID-19 virus was declared a global pandemic. Since then, business
continuity, including supply chains and consumer demand across a broad range of industries and
countries, has been, and continues to be, severely impacted, as governments and their citizens take
significant and unprecedented measures to mitigate the consequences of the pandemic. The Council is
continuing to monitor the ongoing impact of the pandemic response on its overall operations. At the
time of this reporting, the cumulative financial impact of the pandemic on the Council cannot be fully
determined, therefore no related adjustment has been made to these financial statements.

Note 14— Subsequent Events

Management has evaluated all activities of Orange County Human Relations Council through November
11, 2021, which is the date the financial statements were available to be issued, and concluded that no
material subsequent events have occurred that would require adjustment to the financial statements or
disclosure in the notes to the financial statements.
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