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Our Mission
is to encourage, support
and facilitate philanthropy
in Orange County.

A Decade of

Impact
Total Assets

$42.4

ANNUAL GRANTS

(in millions)

www.oc-cf.org

$ 4,095,000

9,523,000

9,403,000

13,465,000

11,360,000

4,587,000

4,497,000

Scholarships

5,490,000

5,281,000

13,659,000

13,659,000

$ 50,879,000

$ 48,295,000

The Community Foundation has a Simple IRA retirement plan covering all employees who meet the
eligibility requirements. The Community Foundation matches up to 3 percent of the annual compensation
of participants. Retirement plan expense for the fiscal years ending June 30, 2012 and 2011 was $41,000
and $39,000, respectively.

Note 11 – Commitments
Aggregate future minimum rent payments required under operating leases for office space that have a
non-cancelable lease term, in excess of one year at June 30, 2012 are as follows:
Years ending June 30,

$28.7

(in millions)

2012

$ 4,155,000

Operating

Field-of-interest

$6.8

ANNUAL Contributions

www.oc-cf.org/2012Report

2011

Note 10 – Retirement Plan

$144.1

2012

2002

Donor-advised

Total permanently restricted net assets

2002

Learn how you can build a
brighter Orange County on our
interactive website.

Agency

Board discretionary

(in millions)

2012

1

2012

OCCF has awarded nearly $190 million in
grants in the last decade and more than
$225 million since our inception in 1989.

2002

Experience the 2012
Annual Report Online

Distributions from the grantable amount of endowment funds are identified toward a specific purpose
based on instructions from donors when the contributions were received. The specific purposes of the
permanent endowment are as follows at June 30:

2013

$ 160,000

2014

164,000

2015

168,000

2016

172,000

2017

176,000

Thereafter
Total commitments

$8.5

30,000
$ 870,000

Rent expense for the fiscal years ending June 30, 2012 and 2011 was $155,000 and $157,000, respectively.

$39.9
22

A Year of Promise
It has been a momentous year for the Orange County Community Foundation. Annual contributions
reached an all-time high of nearly $40 million and we awarded $28.7 million in grants to nonprofits
making an impact locally, nationally and around the world. OCCF has now granted more than
$225 million since our inception – nearly $190 million in the last decade alone. The generosity and
passion of the people of Orange County have made OCCF one of the most active grant-makers among
community foundations in the U.S.
The year ahead brings even more promise as we embrace a more robust leadership role in service to the
people of Orange County. This starts with the launch of ConnectOC.org–home to our first Community
Report and the upcoming Nonprofit Central database, Orange County’s first complete online source
for knowledge related to the local nonprofit sector.
We aim for ConnectOC.org to inspire both passion and active engagement among members of our
community and to pave the way toward a brighter Orange County. We hope you’ll join us.

							Sincerely,

							Timothy J. Kay			
							Chairman of the Board

							Shelley M. Hoss
							President

Charitable assets have grown to
$144 million with $100 million added
in the last 10 years alone.
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Announcing…
Have you ever wondered how you can
create a bigger impact with your giving?
What causes and issues could most use
your support? Or what solutions show the
brightest promise for catalyzing real change?
Then ConnectOC was made for you.

WHAT IS IT?
Developed by the Orange County
Community Foundation with the support
of McKinsey & Company, ConnectOC reveals
the myths and misconceptions about life
in Orange County and examines what’s
being done to move the needle for those
in greatest need.
To start, we’re taking a hard look at three
critical areas: the safety net protecting
our most vulnerable residents, the health
and wellness of our community, and the
education of our youth.
ConnectOC demonstrates what many of us
have always known – that Orange County
is a community of contrast. Not far from
luxurious homes, families struggle to find
shelter for the night. Amid bright-eyed
scholars are children missing essentials like
basic health care and a regular meal. Orange
County lands on both ends of the spectrum,
and the differences are staggering.
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Our focus is not solely on needs, but on
where progress is being made to build a
stronger, healthier and more vibrant Orange
County. ConnectOC highlights promising
strategies for how we can work together
to tackle the biggest challenges facing our
community, and gives examples of how and
where this work is being done well every
day—and how you can help.

Research Breaks It
Down. Together We
Can Build It Up.
In the coming months, ConnectOC will be a
primary focus of our efforts at OCCF. And in
the Spring of 2013, we’ll launch ConnectOC
Nonprofit Central, Orange County’s first
comprehensive, online database covering
the local nonprofit sector.
We invite you to get involved! Please visit
ConnectOC.org, delve into the issues
that matter most to you, and share your
viewpoint on our Facebook and Twitter
pages. And look for the ConnectOC
blog in 2013.

Together, we can build a brighter
Orange County.

LEARN

Second Harvest Food Bank of Orange County

Make a
Difference.
Visit
ConnectOC.org

MOMS Orange County

TALK

Talk on Twitter
#ConnectOC
Share your story
on Facebook
Facebook.com/
OCCommunityFdn
Call us
949.553.4202
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ACT
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Ocean Institute

OCCF Team

EXECUTIVE
Shelley M. Hoss

President
ext. 25 / shoss@oc-cf.org

Anne Leinart

Executive Assistant
ext. 26 / aleinart@oc-cf.org

PHILANTHROPIC SERVICES
Jeff A. Swanson, CSPG

Vice President
ext. 39 / jswanson@oc-cf.org

Lisa Calvino

Philanthropic Services Officer
ext. 42 / lcalvino@oc-cf.org

Liane Hoar

Assistant
ext. 21 / lhoar@oc-cf.org

DONOR & COMMUNITY ENGAGEMENT
Todd M. Hanson

Vice President
ext. 44 / thanson@oc-cf.org

Patricia Benevenia

Program Officer
ext. 37 / pbenevenia@oc-cf.org

Carol Ferguson

Donor Relations Officer
ext. 27 / cferguson@oc-cf.org

Marisa Conner

Associate
ext. 48 / mconner@oc-cf.org

Nazeli Dzhanikyan

Assistant
ext. 30 / nazeli@oc-cf.org

FINANCE & ADMINISTRATION
Tracy Branson, CPA

Vice President
ext. 33 / tbranson@oc-cf.org

Diane Cleary

Accounting Manager
ext. 41 / dcleary@oc-cf.org

Joanne Udell

HR & Operations Manager
ext. 29 / judell@oc-cf.org

Dan Ball

Staff Accountant
ext. 24 / dball@oc-cf.org

MARKETING & COMMUNICATIONS
Cynthia Ragland, APR
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Vice President
ext. 22 / cragland@oc-cf.org

Stephanie Christian

Assistant
ext. 47 / schristian@oc-cf.org

Priscilla Valdez

Assistant
ext. 32 / pvaldez@oc-cf.org

Board of Governors (2012 -2013)
Timothy J. Kay, Chairman

Vicki Booth, Vice Chair

President
Ueberroth Family Foundation

Jeff Dankberg, Treasurer
Tax Partner
Deloitte

President
Irvine Company Office Properties

Dick Allen

Manuel N. Gómez, Ph.D

Paul C. Heeschen

Dr. Alberto Manetta

Chairman
Tandem Diabetes Care

Vice Chancellor, Emeritus
University of California, Irvine

Managing Partner
Heeschen & Associates

Greg Palmer

Kelly Thornton Smith

Keith Swayne

Managing Partner
GPalmer & Associates

Founder
Center for Living Peace

Donald P. Kennedy
We remember Donald P. Kennedy
for his legacy of leadership to
the Orange County community.
OCCF Board of Governors
2003-2012
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Doug Holte, Secretary

Partner
Snell & Wilmer L.L.P.

Founder
Keith & Judy Swayne Family Foundation

Anoosheh Oskouian

Professor Emeritus
UC Irvine School of Medicine

President & CEO
Ship & Shore Environmental, Inc.

Susanna Vakili

Socorro Vasquez

Community Volunteer

Board Emeritus
Wooden Floor

Advisory Board
Marcia Adler
Sam Anderson
Marian Bergeson
Hyla Bertea
Janet Colclaser

Robert Grant
Lee Hancock
Julie Hill
Robert Ihrke, Esq
Joann Leatherby

Ginny Ueberroth
Paul F. Marx
Carol Wilken
Thomas Nielsen
William F. Podlich
David Seigle
Elizabeth Stahr
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Report of

Independent Auditors
Board of Governors
Orange County Community Foundation
We have audited the accompanying consolidated statement of financial position of the
Orange County Community Foundation and its supporting organizations as of June 30, 2012,
and the related consolidated statements of activities and changes in net assets, and cash flows
for the year then ended. These financial statements are the responsibility of the Orange County
Community Foundation’s management. Our responsibility is to express an opinion on these
financial statements based on our audit. The prior year summarized comparative information
has been derived from the Orange County Community Foundation’s June 30, 2011 consolidated
financial statements and, in our report dated October 4, 2011, we expressed an unqualified
opinion on those consolidated financial statements.
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 includes consideration of internal control over financial reporting as a basis for designing
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of Orange County Community Foundation’s internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.
In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of the Orange County Community Foundation at
June 30, 2012, and the results of their consolidated activities and changes in net assets and cash
flows for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

Moss Adams, LLP
San Diego, California
October 2, 2012
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Consolidated Statement of

Financial Position
June 30, 2012

(With Summarized Financial Information for June 30, 2011)
June 30, 2012

Unrestricted

Temporarily
Restricted

$ 16,249,000

$ 3,331,000

66,624,000

Contributions receivable, net (Note 5)

June 30, 2011

Permanently
Restricted

Total

Total

Assets
500,000

$ 20,080,000

$ 26,388,000

173,000

48,147,000

114,944,000

101,098,000

1,125,000

214,000

1,982,000

3,321,000

4,215,000

Land, building and equipment, net (Note 6)

3,513,000

–

–

3,513,000

3,371,000

Other assets

2,004,000

–

250,000

2,254,000

1,383,000

$ 89,515,000

$ 3,718,000

$ 50,879,000

$ 144,112,000

$ 136,455,000

$ 5,105,000

$

$

$

5,105,000

$ 4,409,000

Cash and cash equivalents (Note 3)
Investments (Notes 3 and 4)

TOTAL ASSETS

$

Liabilities and Net Assets
Liabilities:

Grants payable

–

–

Accounts payable and accrued liabilities

1,007,000

–

–

1,007,000

644,000

Pledges payable, net (Note 7)

2,706,000

–

–

2,706,000

2,732,000

Note payable (Note 8)

2,500,000

–

–

2,500,000

2,500,000

Due to other agencies

1,307,000

–

–

1,307,000

1,098,000

12,625,000

–

–

12,625,000

11,383,000

76,890,000

–

–

76,890,000

70,326,000

Temporarily restricted

–

3,718,000

–

3,718,000

6,451,000

Permanently restricted (Note 9)

–

–

50,879,000

50,879,000

48,295,000

76,890,000

3,718,000

50,879,000

131,487,000

125,072,000

$ 89,515,000

$ 3,718,000

$ 50,879,000

$ 144,112,000

$ 136,455,000

Total liabilities

Commitments (Note 11)
Net assets:

Unrestricted

Total net assets
TOTAL LIABILITIES AND NET ASSETS

See accompanying notes to consolidated financial statements.
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Consolidated Statement of

Activities and Changes in Net Assets
Year Ended June 30, 2012

(With Summarized Financial Information for the Year Ended June 30, 2011)
2012

Unrestricted

Temporarily
Restricted

2011

Permanently
Restricted

Total

8,000

$ 2,226,000

$ 39,862,000

Total

Revenue and Support
Contributions (Note 3)

$ 37,628,000

$

$ 29,292,000

Investment income (loss) (Note 4)

(915,000)

(307,000)

–

(1,222,000)

18,960,000

Other income

424,000

–

–

424,000

307,000

Net assets released from restrictions

2,434,000

(2,434,000)

–

–

–

TOTAL REVENUE AND SUPPORT

39,571,000

(2,733,000)

2,226,000

39,064,000

48,559,000

28,664,000

–

–

28,664,000

28,929,000

Special projects

1,068,000

–

–

1,068,000

634,000

Other program expenses

1,290,000

–

–

1,290,000

1,157,000

31,022,000

–

–

31,022,000

30,720,000

General and administrative

893,000

–

–

893,000

834,000

Development

734,000

–

–

734,000

710,000

1,627,000

–

–

1,627,000

1,544,000

32,649,000

–

–

32,649,000

32,264,000

6,922,000

(2,733,000)

2,226,000

6,415,000

16,295,000

(358,000)

–

358,000

–

–

6,564,000

(2,733,000)

2,584,000

6,415,000

16,295,000

70,326,000

6,451,000

48,295,000

125,072,000

108,777,000

$ 76,890,000

$ 3,718,000

$ 50,879,000

$ 131,487,000

$ 125,072,000

Expenses
Program services:

Grants and scholarships

Total program services
Supporting services:

Total supporting services
TOTAL EXPENSES
Change in net assets
before reclassifications

Donor reclassifications
Change in net assets

Net Assets
Beginning of year
End of year

See accompanying notes to consolidated financial statements.
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Consolidated Statement of

Cash Flows

Year Ended June 30, 2012
(With Comparative Amounts for the Year Ended June 30, 2011)

2012

2011

Operating Activities
Change in net assets

$ 6,415,000

$ 16,295,000

157,000

156,000

Adjustments to reconcile change in net assets to net cash used in operating activities:
Depreciation

3,888,000

(17,068,000)

(11,467,000)

(5,389,000)

(2,226,000)

(3,411,000)

Contributions receivable

894,000

(1,941,000)

Other assets

(871,000)

(648,000)

Grants payable

696,000

1,101,000

Accounts payable and accrued liabilities

363,000

84,000

Pledges payable

(26,000)

(40,000)

Due to other agencies

209,000

154,000

(1,968,000)

(10,707,000)

(40,823,000)

(43,614,000)

34,556,000

54,371,000

(299,000)

(573,000)

(6,566,000)

10,184,000

2,226,000

3,411,000

(6,308,000)

2,888,000

Net realized and unrealized (gains) losses on investments
Non-cash contributions of stock and property
Contributions restricted for endowments
Changes in operating assets and liabilities:

Net cash used in operating activities

Investing Activities
Purchases of investments
Proceeds from sales of investments
Purchases of land, building and equipment
Net cash provided by (USED IN) investing activities

Financing Activities
Contributions restricted for endowments
Increase (DECREASE) in Cash and Cash Equivalents

Cash and Cash Equivalents
26,388,000

23,500,000

$ 20,080,000

$ 26,388,000

Interest paid

$

103,000

$

101,000

Tax refund

$

(41,000)

$

(46,000)

Beginning of year
End of year

Supplemental Disclosure of Cash-Flow Information

See accompanying notes to consolidated financial statements.
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Notes to

Consolidated Financial Statements
June 30, 2012
Note 1 – Description of the Community Foundation
Orange County Community Foundation (the Community Foundation) is a publicly supported, not-for-profit
organization incorporated in the state of California in September 1989. The Community Foundation serves as
a partner and resource to nonprofits and donors improving the quality of life in Orange County and those who
want to give back locally, nationally and internationally.
The Community Foundation established the OCCF Supporting Organization and Orange County Shared
Spaces Foundation, which are under the Community Foundation’s effective control and are consolidated for
financial statement purposes.

Note 2 – Summary of Significant Accounting Policies
Basis of Presentation – The accompanying consolidated financial statements have been prepared using
the accrual basis of accounting.
The accompanying consolidated financial statements include the financial statements of the Community
Foundation and the supporting organizations listed in Note 1 above. Inter-organizational transactions and
balances have been eliminated in consolidation.
Prior-year Information – The consolidated financial statements include certain prior-year summarized
comparative information in total but not by net asset class. 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 Community
Foundation’s consolidated financial statements for the year ended June 30, 2011, from which the summarized
information was derived.
Cash and Cash Equivalents – The Community Foundation considers all highly-liquid instruments
purchased with an original maturity of 90 days or less to be cash equivalents.
Description of Net Assets – Contributions of cash and other assets are classified as one of the three
categories listed below:
Unrestricted – Net assets not subject to donor-imposed time restrictions or restrictions as to use.
The bylaws of the Community Foundation include a variance provision giving the Board of
Governors the power to modify any restriction or condition on the distribution of funds for any
specified charitable purpose or to specified organizations if, in the sole judgment of the Board of
Governors (without the necessity of approval of the donor), such restriction or condition becomes,
in effect, unnecessary, incapable of fulfillment, or inconsistent with the charitable needs of the
11

community or area served. Based on the provision, the Community Foundation classifies
contributions, except as noted below, as unrestricted for financial statement purposes.
Temporarily restricted – Net assets subject to donor-imposed time restrictions or restrictions
as to use. The accumulation of assets, above historic gift value, in endowment funds is classified
as temporarily restricted until appropriated for use based on the Community Foundation’s
spending policy. Expirations of temporary restrictions on net assets (i.e., the stipulated time
period has elapsed) are reported as reclassifications between the applicable classes of net assets.
Temporarily restricted contributions with donor restrictions which are met in the same year have
been recorded as unrestricted revenue.
Permanently restricted – Net assets subject to donor-imposed restrictions such that the corpus
be maintained as a permanent endowment.
Income Taxes – The Community Foundation and its supporting organizations, the OCCF Supporting
Organization and Orange County Shared Spaces Foundation, are exempt from income taxes under
Section 501(c)(3) of the Internal Revenue Code (“IRC”) and Section 23701(d) of the California Code.
The Community Foundation and its supporting organizations are required to report unrelated
business taxable income as defined under IRC sections 511 through 515. There were refunds for
unrelated business income taxes previously paid for the fiscal years ended June 30, 2012 and 2011
of $41,000 and $46,000, respectively.
The Community Foundation and its supporting organizations had no unrecognized tax benefits or
liabilities at June 30, 2012 and 2011. The Community Foundation and its supporting organizations file
exempt organization returns and applicable unrelated business income tax returns in the United States
federal jurisdiction and with the Franchise Tax Board in the state of California.
Investments – Investments are reported at fair value.
The fair value of the fixed income investments, domestic equity securities and mutual funds – equity
securities are based on quoted prices in active markets.
Alternative investments include hedge funds, private equity, interests in closely-held entities and
real estate funds. The fair value of the hedge funds, private equity and real estate funds is based on
the net asset value of the fund and the Community Foundation’s shares/ownership interest in the
respective fund. Net asset values are evaluated by the Community Foundation to determine if the
values of these investments should be adjusted. Factors considered may include, but are not limited
to, estimates of liquidation value, prices of recent transactions in the same or similar funds, current
performance, future expectations of the particular investment and changes in market outlook and
the financing environment. The fair value of interests in closely-held entities is based on appraisals
and management’s review and assessment of current financial statements. Valuations of alternative
investments are reviewed at least twice a year using a variety of qualitative factors to subjectively
determine the most appropriate valuation methodologies. The estimated fair values may differ
from the values that would have been used had a ready market for these securities existed.
12

The Community Foundation permits donor advisors to allocate their fund between the money market
pool and the investment pool. The asset allocation of any individual fund is dependent on the donor’s
choice between these approved investments.
Realized and unrealized gains and losses are reflected in the accompanying consolidated statement
of activities and changes in net assets as investment income (loss).
Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. A framework for
measuring fair value prioritizes the use of market-based inputs over the use of unobservable inputs
when measuring fair value. An investment’s categorization is based upon the lowest level of input that
is significant to the fair value measurement.
Three levels of inputs are used to measure fair value:
	Level 1 - Quoted market prices (observable inputs) in active markets for identical assets or liabilities 		
that the entity has the ability to access at the measurement date.
Level 2 - Observable inputs other than quoted prices included in Level 1 for the assets or
liabilities; either directly or indirectly. Fair value is determined through the use of models or
other valuation methodologies.
Level 3 - Unobservable inputs for the asset or liability that are not corroborated by market data,
and reflect the entity’s assumptions for pricing the asset or liability.
Contributions Receivable – Contributions receivable consist of unconditional promises to give.
Unconditional promises to give that are expected to be collected in future years are recorded at
fair value when the promise is made based on anticipated discounted cash flows. In future years,
the discounts to present value are computed using discount rates established in the years in which
those promises are received. Amortization of the discounts is included in contributions. Conditional
promises to give are not recorded until the conditions are substantially met. An allowance for estimated
uncollectible contributions receivable will be recorded based on management’s judgment and analysis
of the creditworthiness of the donors, past collection experience and other relevant factors. Accounts
are written off against the allowance when deemed uncollectible. Management has determined that no
allowance for uncollectible contributions receivable is necessary as of June 30, 2012 and 2011.
Land, Building and Equipment – Land, building and equipment is stated at cost. Land, building and
equipment purchased at a cost of $1,000 or more is capitalized. Depreciation has been provided using
the straight-line method over the estimated useful life of five to thirty-nine years.
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Impairment of Long-lived Assets – The Community Foundation evaluates long-lived assets for
impairment whenever events or changes in circumstances indicate that the carrying value of an asset
may not be recoverable. If the estimated future cash flows (undiscounted and without interest charges)
from the use of an asset are less than the carrying value, a write-down would be recorded to reduce the
related asset to its estimated fair value. To date, no such write-downs have occurred.
Due to Other Agencies – “Due To Other Agencies” represents monies received from other not-for-profit
organizations whereby the income or gains earned are for the benefit of the donor organization.
Special Projects – Special projects expense represents charitable activities managed by the
Community Foundation often on behalf of donors who request that the Community Foundation
exercise a heightened level of oversight regarding expenditures.
Functional Expense Allocations – Expenses, which apply to more than one functional category,
have been allocated between program, general and administrative, and development based on the
activity. The remaining costs are charged directly to the appropriate functional category.
Use of Estimates – The preparation of the consolidated financial statements in conformity with
accounting principles generally accepted in the United States of America requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure
of contingent assets and liabilities at the date of the consolidated financial statements and the
reported amounts of revenue and expenses during the reporting period. Actual results could differ
from those estimates.
Subsequent Events – Subsequent events are events or transactions that occur after the consolidated
statement of financial position date but before the consolidated financial statements are issued.
The Community Foundation recognizes in the consolidated financial statements the effects of all
subsequent events that provide additional evidence about conditions that existed at the date of the
consolidated statement of financial position, including the estimates inherent in the process of preparing
the consolidated financial statements. The Community Foundation’s consolidated financial statements
do not recognize subsequent events that provide evidence about conditions that did not exist at the
date of the consolidated statement of financial position but arose after the consolidated statement of
financial position date and before the consolidated financial statements are available to be issued.
The Community Foundation has evaluated subsequent events through October 2, 2012, which is the
date the consolidated financial statements are available for issuance.
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Note 3 – Concentrations of Risk
Cash and Cash Equivalents – In the regular course of business, the Community Foundation may
maintain balances at a bank in excess of the federally insured limits. The Community Foundation has
not experienced any losses in such accounts.
Investments – Investments are exposed to various risks such as interest rates, market and credit risk.
Risk is managed through rigorous evaluation before an investment is made, quarterly monitoring of
valuations and regular communication with investment managers. It is at least reasonably possible,
given the level of risk associated with investments, that changes in the near term could materially
affect the amounts reported in the consolidated financial statements.
To address market risk of investments, the Community Foundation maintains a formal investment
policy that sets out performance criteria, investment guidelines and requires review of the investment
managers’ performances. Investments are managed by multiple investment managers who have
responsibility for investing funds in various types of investments. An investment consultant is
also utilized.
Major Contributions - For the fiscal years ended June 30, 2012 and 2011, 34 percent and 30 percent,
respectively, of contributions were received from two donors.

Note 4 – Investments and Fair Value Disclosures
Investments at fair value consist of the following at June 30:

2012

2011

Fixed income investments

$ 42,502,000

$ 30,617,000

Domestic equity securities

15,956,000

17,423,000

Mutual funds-equity securities

35,700,000

42,357,000

20,786,000

10,701,000

$ 114,944,000

$ 101,098,000

Alternative investments
Total investments

Investment income (loss) consist of the following for the years ended June 30:
2012
Net realized and unrealized gains (losses)
Interest and dividends
Total investment income (loss)

($ 3,888,000)

2011
$ 17,068,000

2,666,000

1,892,000

($ 1,222,000)

$ 18,960,000

See Note 2 for the valuation methodologies used for assets measured at fair value on a recurring basis
and recognized in the accompanying consolidated statements of financial position.
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The following tables present the investments carried at fair value on the consolidated statements of financial
position as of June 30, 2012 and 2011:
June 30, 2012

Level 1

Level 2

$ 3,933,000

$

Total

Level 3

Fixed income:
Government bonds

–

$

–

$ 3,933,000

Corporate bonds

10,102,000

–

–

10,102,000

Fixed income funds

28,467,000

–

–

28,467,000

Domestic equity securities

15,956,000

–

–

15,956,000

Domestic

17,710,000

–

–

17,710,000

International

17,990,000

–

–

17,990,000

Hedge funds

–

3,859,000

5,277,000

9,136,000

Private equity

–

–

2,950,000

2,950,000

Closely-held entities

–

–

8,315,000

8,315,000

Real estate funds

–

–

385,000

385,000

$ 94,158,000

$ 3,859,000

$ 16,927,000

$ 114,944,000

Mutual fund-equity securities:

Alternative investments:

TOTAL

June 30, 2011

Fixed income – government bonds

Level 1

Level 2

$ 5,998,000

$

Total

Level 3
–

$

–

$

5,998,000

Fixed income funds

24,619,000

–

–

24,619,000

Domestic equity securities

17,423,000

–

–

17,423,000

Domestic

20,071,000

–

–

20,071,000

International

22,286,000

–

–

22,286,000

Hedge funds

–

–

5,395,000

5,395,000

Private equity

–

–

2,853,000

2,853,000

Closely-held entities

–

–

2,076,000

2,076,000

Real estate funds

–

–

377,000

377,000

–

$ 10,701,000

$ 101,098,000

Mutual fund-equity securities:

Alternative investments:

TOTAL

$ 90,397,000

$
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The following table presents the summary of changes in the fair value of the Community Foundation’s
Level 3 classified assets for the years ended June 30, 2012 and 2011:
Hedge
Funds

Private
Equity

$ 1,240,000

$ 2,536,000

$ 2,006,000

$ 426,000

$ 6,208,000

4,428,000

99,000

252,000

–

4,779,000

Net realized and unrealized gains (losses)

103,000

359,000

(60,000)

–

402,000

Distributions

(376,000)

(141,000)

(122,000)

(49,000)

(688,000)

Balance June 30, 2011

5,395,000

2,853,000

2,076,000

377,000

10,701,000

Transfer to Level 2

(4,057,000)

–

–

–

(4,057,000)

Purchases

4,000,000

45,000

6,324,000

–

10,369,000

83,000

238,000

22,000

28,000

371,000

(144,000)

(186,000)

(107,000)

(20,000)

(457,000)

$ 5,277,000

$ 2,950,000

$ 8,315,000

$ 385,000

$ 16,927,000

Balance July 1, 2010

Purchases

Net realized and unrealized gains
Distributions
Balance June 30, 2012

Closely-Held
Entities

Real Estate
Funds

Total

Transfers between Levels are made as of the beginning of the Community Foundation’s fiscal year.
As of July 1, 2011, a hedge fund classified as Level 3 at June 30, 2011 was transferred to Level 2 based
on the investment obtaining the ability to be redeemed at net asset value within a reasonable period
after June 30, 2012.
Total net realized and unrealized gains are included in investment income in the consolidated statement of
activities and changes in net assets. Net unrealized gains of $99,000 on Level 3 assets held at June 30, 2012
are included in total net realized and unrealized losses for the year ended June 30, 2012.
The nature and risk of investments as of June 30, 2012 for which fair value is based on net asset value is as follows:
Fair Value
Hedge funds (a)

$

Redemption Frequency
(if currently eligible)

Redemption
Notice Period

–

Quarterly

35 -65 Days

Private equity (b)

2,950,000

917,000

N/A

N/A

Closely-held entities (c)

8,315,000

–

N/A

N/A

385,000

–

N/A

N/A

$ 20,786,000

$ 917,000

Real estate funds (d)
total
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$ 9,136,000

Unfunded
Commitments

(a) This class includes investments in hedge funds. Approximately 45 and 42 percent of the class is invested
in two separate funds that can invest in U.S. and non U.S. equities, fixed income securities, currencies,
commodities, or other investment strategies the manager deems appropriate under prevailing economic
and market conditions. The balance of the class includes direct investments or investments in funds
comprised primarily of U.S. equities. Management of these funds is able to shift investments from value
to growth strategies, from small to large capitalization stocks and from a net long position to a net short
position as deemed appropriate. The fair values of the investments in this class have been estimated using
the net asset value per share of the investments. Forty-five percent of the class is redeemable on the last
business day of each calendar quarter after a twelve month lock-up which ends December 31, 2012 with
65 days notice at the current net asset value. Forty-two percent of the class is redeemable on the last
business day of each calendar quarter with 65 days notice at the current net asset value. Seven percent
of the value of this class is redeemable quarterly with at least 35 days notice at the current net asset value.
Six percent of the value of this class is redeemable at the general partner’s discretion. The Community
Foundation receives regular distributions on 6 percent of the investment.
(b) This class includes investments in private equity funds that invest primarily in the following industry
sectors: Buyout, Venture Capital, Special Situation, International and Real Estate. Investments are made
through private equity limited partnerships. The fair values of the investments in this class have been
estimated using the net asset value of the Community Foundation’s ownership interest in partners’ capital.
Assets are purchased and sold within the limited partnership as deemed beneficial to the partnership.
Current distributions are utilized to offset capital calls, if any, and the balance is distributed to the limited
partners. There are no early withdrawals. It is estimated that the underlying assets of the funds will be
liquidated over the next 4 to 8 years.
(c) This class includes minority interests in closely-held entities in the real estate segment. It also includes
a 50 percent interest in real property. Approximately 76 percent of this class represents an investment in
the Preferred Stock of a closely-held company that is a private hospital provider. The estimated timeframe
for liquidation of the asset is 1 to 2 years. Approximately 19 percent of this class represents an investment
in Section 8 Property (low cost housing). This investment will be liquidated upon refinance or sale of the
property. The estimated timeframe for liquidation of the asset is 2 to 5 years. Approximately 4 percent of this
class represents stock in a company invested in real estate, which is illiquid and will be liquidated as deemed
appropriate based on market conditions. The balance of this class, approximately 1 percent, is invested in
real property in Kentucky.
(d) This class includes investments in 3 real estate funds that invest primarily in U.S. real estate.
The fair values of the investments in this class have been estimated by management of the real estate funds
based on cash flow analysis using appropriate risk-adjusted capitalization rates or appraisals subject to
management’s discretion. These investments receive regular distributions from earnings on the investments
and will be liquidated upon the sale or refinance of the properties. The investment managers will liquidate
the properties as deemed appropriate based on market conditions. Twenty-eight percent of the investments
may be redeemed at a discounted value through April 2013 to the extent the fund has cash available for
redemption. Subsequent to April 2013, the investments may be redeemed at the full purchase price to the
extent the fund has cash available for redemption. Seventy-two percent of the investments are illiquid.
18

Note 5 – Contributions Receivable
Contributions receivable, net of discount, represent unconditional promises to give to the Community
Foundation that remain uncollected at year-end and are expected to be collected as follows at June 30, 2012:
$ 2,315,000
797,000
464,000

Less than one year
Two to five years
More than five years

3,576,000
(255,000)

Discount on long-term contributions receivable

$ 3,321,000

Total contributions receivable

Contributions receivable have been discounted to net present value using risk-free rates of return ranging
from 1.0 percent to 3.39 percent determined at the year of origination of the gifts.

Note 6 – Land, Building and Equipment
Land, building and equipment consists of the following at June 30:
Land (Note 8)
Building and improvements (Note 8)
Furniture and equipment
Less: Accumulated depreciation
TOTAL LAND, BUILDING and equipment

2012

2011

$ 560,000
3,161,000
243,000
3,964,000
(451,000)
$ 3,513,000

$ 560,000
2,902,000
203,000
3,665,000
(294,000)
$ 3,371,000

Note 7 – Pledges Payable
Pledges payable at June 30, 2012 consist of approved grant commitments that are expected to be paid
during the following years:
Years ending June 30,

Discount

$ 1,484,000
600,000
465,000
227,000
15,000
2,791,000
(85,000)

total pledges payable

$ 2,706,000

2013
2014
2015
2016
2017

The pledges have been discounted to net present value using risk-free rates of return ranging from 0.22
percent to 4.82 percent determined at the year of origination of the pledges.
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Note 8 – Note Payable
In January 2010, Orange County Shared Spaces Foundation, a supporting organization of the Community
Foundation, entered into a note payable for $2.5 million in connection with the purchase of a building
located in Santa Ana, California that is being utilized as a multi-tenant non-profit center. The note payable
bears interest at the rate of 6 percent per annum, payable quarterly at 4 percent per annum until the loan
matures on January 9, 2013 when the loan balance and interest payable are due; and is secured by a deed
of trust and assignment of rents on the building. The liability is limited to the assets of Orange County
Shared Spaces Foundation. The note is payable to a member of Orange County Shared Spaces Foundation’s
board of directors and was made subsequent to a competitive process to obtain financing for the purchase
of the building. Interest expense for the fiscal years ended June 30, 2012 and 2011 was $155,000 and
$151,000, respectively.

Note 9 – Endowments
The Community Foundation’s endowment policy requires the preservation of the fair value of the original gifts
as of the gift date and all subsequent gifts where the donor has indicated the gift be retained permanently.
The value of assets in excess of original gifts in donor-restricted endowment funds are classified as temporarily
restricted net assets until appropriated for expenditure by the Community Foundation.
From time to time, the fair value of the assets associated with individual donor restricted endowment funds
may fall below the level classified as permanently restricted net assets. At June 30, 2012, the Community
Foundation had 15 endowment funds with deficiencies of this nature totaling approximately $127,000 and
at June 30, 2011 had 10 endowment funds with deficiencies of this nature totaling approximately $55,000.
These deficiencies are reflected in unrestricted net assets.
The Community Foundation considers the following factors in making a determination as to the appropriation
of assets for expenditure: (1) the duration and preservation of the funds, (2) the purposes of the donor-restricted
endowment funds, (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 Community
Foundation, and (7) the investment policies of the Community Foundation.
Investment and Spending Policies – The Community Foundation has investment and spending
policies for endowment assets that attempt to provide a predictable stream of funding for operations
and granting while seeking to maintain the purchasing power of the endowed assets. The investment
and spending policies work together to achieve this objective. The investment policy establishes a
reasonable return objective through diversification of asset classes.
Under the investment policy, as approved by the Board of Governors, the endowment assets are invested in
a manner which attempts to achieve, after fees and expenses, a reasonable rate of return consistent with the
risk levels established by the Investment Committee for all permanently restricted endowment assets.
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To satisfy its long-term rate-of-return objectives, the Community 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 Community Foundation targets a diversified asset allocation
primarily focused on equity and fixed income based investments to achieve its long-term return objectives
within prudent risk constraints.
The spending policy determines the amount of money to be distributed annually from the Community
Foundation’s various endowed funds for grantmaking and operational support. The Community Foundation
has a policy of appropriating for distribution as of January 1 of each year 5 percent of its endowment
fund’s average fair value over the prior 12 quarters. In establishing this policy, the Community Foundation
considered the long-term expected return on its endowment. Accordingly, over the long term, the
Community Foundation expects the current spending policy to allow its endowment to maintain the
purchasing power of the endowment assets held in perpetuity.
Changes in endowment net assets are as follows:
Temporarily
Restricted

Unrestricted
Endowment net assets JuLY 1, 2010

Permanently
Restricted

Total

$ 924,000

$ 1,501,000

$ 44,884,000

$ 47,309,000

–

–

2,508,000

2,508,000

Investment income, net of fees

838,000

–

–

838,000

Realized and unrealized gains

4,727,000

4,718,000

–

9,445,000

Appropriations

(1,338,000)

–

–

(1,338,000)

199,000

–

903,000

1,102,000

5,350,000

6,219,000

48,295,000

59,864,000

–

–

2,226,000

2,226,000

Investment income, net of fees

1,381,000

–

–

1,381,000

Realized and unrealized (losses)

(1,843,000)

(289,000)

–

(2,132,000)

Appropriations

2,434,000

(2,434,000)

–

–

Grants paid

(1,985,000)

–

–

(1,985,000)

(186,000)

–

358,000

172,000

$ 5,151,000

$ 3,496,000

$ 50,879,000

$ 59,526,000

Contributions

Other changes/transfers
Endowment net assets June 30, 2011

Contributions

Other changes/transfers
Endowment net assets June 30, 2012

Included in unrestricted endowment net assets at June 30, 2012 and 2011 is $2,135,000 and $2,195,000,
respectively, of board-designated endowment.
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$42.4

ANNUAL GRANTS
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$ 4,095,000

9,523,000

9,403,000

13,465,000

11,360,000

4,587,000

4,497,000

Scholarships

5,490,000

5,281,000

13,659,000

13,659,000

$ 50,879,000

$ 48,295,000

The Community Foundation has a Simple IRA retirement plan covering all employees who meet the
eligibility requirements. The Community Foundation matches up to 3 percent of the annual compensation
of participants. Retirement plan expense for the fiscal years ending June 30, 2012 and 2011 was $41,000
and $39,000, respectively.

Note 11 – Commitments
Aggregate future minimum rent payments required under operating leases for office space that have a
non-cancelable lease term, in excess of one year at June 30, 2012 are as follows:
Years ending June 30,

$28.7

(in millions)

2012

$ 4,155,000

Operating

Field-of-interest

$6.8

ANNUAL Contributions

www.oc-cf.org/2012Report

2011

Note 10 – Retirement Plan

$144.1

2012

2002

Donor-advised

Total permanently restricted net assets

2002
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Agency

Board discretionary

(in millions)

2012

1

2012

OCCF has awarded nearly $190 million in
grants in the last decade and more than
$225 million since our inception in 1989.

2002

Experience the 2012
Annual Report Online

Distributions from the grantable amount of endowment funds are identified toward a specific purpose
based on instructions from donors when the contributions were received. The specific purposes of the
permanent endowment are as follows at June 30:

2013

$ 160,000

2014

164,000

2015

168,000

2016

172,000

2017

176,000

Thereafter
Total commitments

$8.5

30,000
$ 870,000

Rent expense for the fiscal years ending June 30, 2012 and 2011 was $155,000 and $157,000, respectively.

$39.9
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