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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Second Harvest Food Bank of Orange County, Inc.
Irvine, California

We have audited the accompanying financial statements of Second Harvest Food Bank of Orange
County, Inc. (a nonprofit organization) (the Organization), which comprise the statements of financial
position as of June 30, 2021 and 2020, and the related statements of activities and changes in net
assets, cash flows, and functional expenses for the years then ended, and the related notes to the
financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ 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 and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ 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 auditors consider internal control relevant to the
Organization’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 Organization’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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Board of Directors
Second Harvest Food Bank of Orange County, Inc.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Organization as of June 30, 2021 and 2020, 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 20,
2022, on our consideration of the Organization’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing and not to provide an opinion on the
internal control over financial reporting or on compiiance. That report is an iniegrai part of an audit
performed in accordance with Government Auditing Standards in considering the Organization’s
internal control over financial reporting and compliance.
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CliftonLarsonAllen LLP

Irvine, California
January 20, 2022
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SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.

STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2021 AND 2020

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Restricted Cash
Accounts Receivabie
Grants Receivable
Unconditional Promises to Give
Inventory
Prepaid Expenses and Deposits

Total Current Assets

PROPERTY AND EQUIPMENT, AT NET BOOK VALUE

OTHER ASSETS
Long-Term Investments - Unrestricted
Long-Term Investments - Restricted

Long-Term Unconditional Promises to Give, Net

Total Other Assets

Total Assets

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts Payable and Accrued Expenses
Deferred Revenue and Deposits
Refundable Advances
Total Current Liabilities

NET ASSETS
Without Donor Restrictions
With Donor Restrictions
Total Net Assets

Total Liabilities and Net Assets

See accompanying Notes to Financial Statements.

€Y

2021 2020
$ 16,088,085 $ 8,639,340
575,893 350,000
508 6,879
339,931 187,728
10,450 26,580
3,545,568 2,065,135
245,353 86,752
20,805,788 11,362,414
10,767,329 10,453,795
47,880 10,010
196,281 196,281
5,732 19,317
249,893 225,608
$ 31,823.010 $ 22041817
$ 928,812 $ 843,009
590,046 855,887
107,500 -
1,626,358 1,698,896
25,436,552 15,793,474
4,760,100 4,549,447
30,196,652 20,342,921
$ 31,823,010 $ 22041817




SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

YEARS ENDED JUNE 30, 2021 AND 2020

UNRESTRICTED SUPPORT AND REVENUE
Community Support:
Grants and Awards
Contributions
Donated Food Products and Merchandise
Events and Solicitation Revenue
Contributed Services
Total Community Support

Revenue:
Contract Revenue
Community Partner Fees
Other Income (expense)
Total Revenue

Net Assets Released from Restrictions

Total Unrestricted Support and Revenue

Program Services
Total Program Services

Supporting Services:
Management and General
Fundraising

Total Supporting Services

Total Expenses

Increase (Decrease) in Net Assets Without
Donor Restrictions
Donor Restricted Support:
Grants Received
Funds Used for Operations
Investment Income, Net
Depreciation Expense
Increase (Decrease) in Net Assets With
Donor Restrictions

NET INCREASE IN TOTAL NET ASSETS
Total Net Assets - Beginning of Year

TOTAL NET ASSETS - END OF YEAR

See accompanying Notes to Financial Statements.

2021 2020
$ 2644513 $ 3,965375
12,704,268 9,428,750
91,413,252 73,265,087
3,184,161 2,827,958
130,309 116,010
110,076,503 89,603,180
7,090,251 2,083,317
53,140 336,664
(24,431) 9,422
7,118,960 2,429,403
328,301 513,112
117,523,764 92,545,695
104,081,292 82,470,574
104,081,292 82,470,574
2,135,612 2,102,589
1,663,782 1,781,836
3,799,394 3,884,425
107,880,686 86,354,999
9,643,078 6,190,696
501,082 350,000
(275,189) (460,000)
37,872 (3,120)
(53,112) (53,112)
210,653 (166,232)
9,853,731 6,024,464
20,342,921 14,318,457
$ 30,196,652 _$ 20,342.921
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SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.

STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2021 AND 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Increase in Total Net Assets $
Noncash ltems Included in Increase (Decrease) in
Total Net Assets:

Depreciation
Loss on Sale of Assets
Unrealized Loss (Gain) on Investments
Allowance for Uncollectible Promises to Give
Changes in:
Accounts Receivable
Grants Receivable
Unconditional Promises to Give
Inventory
Prepaid Expenses and Deposits
Accounts Payable and Accrued Expenses
Deferred Revenue and Deposits
Refundable Advances

Net Cash and Cash Equivalents and Restricted Cash
Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Property and Equipment
Proceeds from Sale of Assets
Investment Income, Net

Net Cash and Cash Equivalents and Restricted Cash Used
by Investing Activities

NET INCREASE IN CASH AND CASH EQUIVALENTS AND RESTRICTED CASH

Cash and Cash Equivalents and Restricted Cash - Beginning of Year

CASH AND CASH EQUIVALENTS AND RESTRICTED CASH - END OF YEAR  §

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash Paid for Interest $

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING ACTIVITIES
Donation of Property $

2021 2020

9,853,731 $ 6,024,464
856,985 729,388
101,449 29,103
(58,734) 2,187
(1,564) (3.059)
6,371 26,399
(152,203) 370,758
31,279 61,182
(1,480,433) (198,340)
(158,601) 30,708
85,803 346,191
(265,841) 699,499
107,500 -
8,925,742 8,118,480
(1,297,968) (1,064,875)
26,000 -
20,864 933
(1,251,104) (1,063,942)
7,674,638 7,054,538
8,989,340 1,934,802
16,663,978 $ 8,989,340
= $ -

= $ =

See accompanying Notes to Financial Statements.
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SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED JUNE 30, 2021

Supporting Services Total
Program Management Functional
Services and General Fundraising Total Expenses
Salaries and Related Expense:
Salaries and Wages $ 2678879 $ 988532 $ 746628 $ 1735160 § 4,414,039
Benefits 267,445 96,455 74,534 170,989 438,434
Payroll Taxes and Workers’
Compensation 322,861 116,442 89,978 206,420 529,281
Other Personnel Costs 51,700 18,646 14,408 33,054 84,754
Total Salaries and
Related Expense 3,320,885 1,220,075 925,548 2,145,623 5,466,508
Other Expenses:
Donated Food and Supplies,
in Kind 89,840,605 15,060 314,904 329,964 90,170,569
Donated Professional Fees
and Services, in Kind - 43,562 102,534 146,096 146,096
Product Fees and Purchases 8,159,850 - - - 8,159,850
Freight and Storage 195,000 - - - 195,000
Program Costs 783,471 - - - 783,471
Vehicle Operation 294,440 - B - 294,440
Professional Fees and
Services 36,798 202,256 79,311 281,567 318,365
General Supplies 21,313 44,225 484 44,709 66,022
Postage and Printing 283 14,495 12,165 26,660 26,943
Telephone 11,043 38,418 486 38,904 49,947
Occupancy 330,486 24,390 2,754 27,144 357,630
Repairs and Maintenance 93,146 - 1,417 1,417 94,563
Insurance 170,089 12,553 11,360 23,913 194,002
Direct Mailing Costs - B 180,246 180,246 180,246
Bank Fees - 142,684 - 142,684 142,684
Dues and Subscriptions 29,904 44 540 5,609 50,149 80,053
Mileage 471 6,862 1,500 8,362 8,833
Advertising and Promotion 1,363 264,130 18,795 282,925 284,288
Conference and Meeting 205 3,916 70 3,986 4,191
Total Other Expenses 99,968,467 857,091 731,635 1,588,726 101,557,193
Expenses Before Depreciation 103,289,352 2,077,166 1,657,183 3,734,349 107,023,701
Depreciation 791,940 58,446 6,599 65,045 856,985
Total Functional
Expcnses $ 104,081,292 $ 2135612 $ 1663782 $ 3,799,394 § 107,880,686

See accompanying Notes to Financial Statements.



SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.

Salaries and Related Expense:
Salaries and Wages
Benefits
Payroll Taxes and Workers’

Compensation
Other Personnel Costs
Total Salaries and
Related Expense

Other Expenses:

Donated Food and Supplies,
in Kind

Donated Professional Fees
and Services, in Kind

Product Fees and Purchases

Freight and Storage

Program Costs

Vehicle Operation

Professional Fees and

Services

General Supplies

Postage and Printing

Telephone

Occupancy

Repairs and Maintenance

Insurance

Direct mailing Costs

Community Events

Bank Fees

Dues and Subscriptions

Mileage

Advertising and Promotion

Conference and Meeting

Total Other Expenses

Expenses Before Depreciation
Depreciation

Total Functional
Expenses

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED JUNE 30, 2020

Supporting Services Total

Program Management Functional

Services and General Fundraising Total Expenses
$ 3284434 937274 $ 683,235 $ 1,620,509 $ 4,904,943
332,881 94,399 69,557 163,956 496,837
439,456 124,622 91,827 216,449 655,905
33,845 9,598 7,072 16,670 50,515
4,090,616 1,165,893 851,691 2,017,584 6,108,200
73,264,545 12,103 212,700 224,803 73,489,348
- 18,810 97,200 116,010 116,010
1,341,445 - - 1,341,445
268,081 - - E 268,081
1,507,764 - - 1,507,764
586,241 - - - 586,241
14,368 324,167 39,018 363,185 377,553
53,793 16,011 994 17,005 70,798
187 27,098 1,434 28,532 28,719
23,641 29,212 865 30,077 53,718
269,905 19,919 2,249 22,168 292,073
180,107 - . - 180,107
150,883 11,135 1,257 12,392 163,275
- 293,066 293,066 293,066
- - 176,272 176,272 176,272
- 147,164 B 147,164 147,164
22,820 52,408 1,255 53,663 76,483
18,161 7,268 1,636 8,904 27,065
717 211,403 87,128 298,531 299,248

3,272 10,254 9,455 19,709 22,981
77,705,930 886,952 924,529 1,811,481 79,517,411
81,796,546 2,052,845 1,776,220 3,829,065 85,625,611
674,028 49,744 5,616 55,360 729,388
$ 82470574 $ 2102589 $ 1,781,836 $ 3,884425 $ 86,354,999

See accompanying Notes to Financial Statements.
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NOTE 1

SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Nature of Operations

Second Harvest Food Bank of Orange County, Inc. (the Organization or Second Harvest) is
a nonprofit organization that provides hunger relief services throughout the local community.
The Organization acts as a clearinghouse through which food processors, wholesalers,
retailers, and government agencies donate food items that are distributed via qualified
charitable agencies to assist those in need.

Basis of Presentation

The accompanying financial statements are presented using the accrual basis of accounting
in accordance with accounting principles generally accepted in the United States of America
(U.S. GAAP). References to the “ASC” hereafter refer to the Accounting Standards
Codification established by the Financial Accounting Standards Board (FASB) as the source
of authoritative U.S. GAAP.

In accordance with U.S. GAAP, the accounts of the Organization are reported in the
following net asset categories:

Net Assets Without Donor Restrictions — Net assets without donor restrictions are net
assets that are not subject to donor-imposed restrictions, including the carrying value of
all unrestricted physical properties (land, building, and equipment). ltems that affect
(i.e., increase or decrease) this net asset category include revenue and contributions
related to expenses associated with core programs.

Net Assets With Donor Restrictions — Net assets with donor restrictions are net assets
subject to donor-imposed restrictions. Some donor-imposed restrictions are temporary in
nature, such as those that will be met by the passage of time or other events specified
by the donor. Other donor-imposed restrictions are perpetual in nature, where the donor
stipulates that resources be maintained in perpetuity but permit an organization to use or
expend part or all the income derived from the contribution. Donor-imposed restrictions
are released when a restriction expires (that is, when the stipulated time has elapsed,
when the stipulated purpose for which the resource was restricted has been fulfilled, or
both).

The Organization records gifts of cash and other assets as net assets with donor restrictions
if they are received with donor stipulations that limit the use of the donated assets. When a
donor 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 and changes in net
assets as net assets released from restrictions. Contributions with donor-imposed
restrictions that are received and spent in the same year have been recorded as net assets
without donor restrictions in the accompanying statement of activities and changes in net
assets.

(8)



NOTE 1

SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Cash and Cash Equivalents and Restricted Cash

The Organization considers all highly liquid investments with a maturity of three months or
less when purchased to be cash. Amounts included in restricted cash represent those
amounts required to be set aside by grant agreements with donors for use during a specific
time period.

The following table provides a reconciliation of cash and restricted cash reported within the
statements of financial position at June 30, 2021 and 2020, that sum to the total of the same
such amounts shown in the statements of cash flows for the years ended June 30, 2021 and
2020:

2021 2020
Cash and Cash Equivalents $ 16,088,085 $ 8,639,340
Restricted Cash 575,893 350,000
Total Cash and Cash Equivalents and Restricted
Cash Shown in the Statement of Cash Flows $ 16,663,978 $ 8989340

Unconditional Promises to Give

Unconditional promises to give are recognized when the donor makes a promise to give.
Unconditional promises to give due in the next year are reflected as current promises to give
and are recorded at their net realizable value. At June 30, 2021 and 2020, unconditional
promises to give due within a year totaled $10,450 and $26,580, respectively. Those due in
subsequent years are reflected as long-term unconditional promises to give. At June 30,
2021 and 2020, total long-term unconditional promises to give totaled $6,584 and $21,733,
respectively. Management has provided a reserve for uncollectible promises to give that
totaled $852 and $2,416 at June 30, 2021 and 2020, respectively, that are applied to the
long-term amounts.

Contributions

In accordance with FASB ASC 958-605, Revenue Recognition, contributions received are
recorded as contributions without donor restrictions or contributions with donor restrictions
depending on the existence and/or nature of any donor restrictions. Unconditional promises
to give are recognized as revenues or gains in the period received and as assets, decreases
in liabilities, or expenses depending on the form of the benefits received. Conditional
promises to give are recognized when the conditions on which they depend are substantially
met.

Support that is restricted by the donor is reported as an increase in net assets without donor
restrictions if the restriction expires in the reporting period in which the support is
recognized. All other support that is restricted by the donor is reported as an increase in net
assets with donor restrictions. 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 statements of
activities as net assets released from restrictions.

©



NOTE 1

SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Contributions (Continued)

A portion of the Organization’s revenue is derived from cost-reimbursable contracts and
grants, which are conditioned upon certain performance requirements and/or the incurrence
of allowable qualifying expenses. Amounts received are recognized as revenue when the
Organization has incurred expenditures in compliance with specific contract or grant
provisions. Amounts received prior to incurring qualifying expenditures are reported as
refundable advances in the statement of financial position.

A majority of the Organization’s grants and contracts support are from federal pass-through
funds from the United States Department of Agriculture, which are conditioned upon certain
performance requirements and/or the incurrence of allowable qualifying expenses. Amounts
received are recognized as revenue when the Organization has incurred expenditures in
compliance with specific contract or grant provisions. Amounts received prior to incurring
qualifying expenditures are reported as refundable advances in the statement of financial
position.

businesses. The Organization recognizes contributions when cash or other assets are
received. Conditional promises to give — that is, those with a measurable performance or
other barrier and a right of return — are not recognized until the conditions on which they
depend have been met. There are no conditional promises to give at June 30, 2021 and
2020.

Exchange Transactions

The Organization recognizes revenue from contracts with customers in accordance with
FASB Accounting Standards Update (ASU) 2014-09, Revenue from Contracts with
Customers (Topic 606). ASU 2014-09 establishes new revenue recognition guidance
(ASC 606), which replaces the current revenue recognition guidance and applies to
exchange transactions with customers that are bound by contracts or similar arrangements
and establishes a performance obligation approach to revenue recognition. The
Organization records exchange transaction revenue in its statements of activities for the
years ended June 30, 2021 and 2020, as stated below.

Event and Solicitation Revenue: The Organization conducts special events in which a
portion of the gross proceeds paid by the participant represents payment for the direct
cost of the benefits received by the participant at the event (the exchange component)
and a portion represents a contribution to the Organization. Unless a verifiable objective
means exists to demonstrate otherwise, the fair value of meals and entertainment
provided at special events is measured al the actual cost to the Organization. The
contribution component is the excess of the gross proceeds over the fair value of the
direct donor benefit.

(10)



NOTE 1

SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Exchange Transactions (Continued)

Event and Solicitation Revenue (Continued): The performance obligation is holding the
event, which is usually accompanied by a presentation. The event fees are set by the
Organization. ASC 606 requires allocation of the transaction price to the performance
obligation. The exchange portion of the event and solicitation revenue included in the
statement of activities and changes in net assets for the years ended June 30, 2021 and
2020 is $822,350 and $608,510, respectively. Special event fees collected by the
Organization in advance of the events are initially recognized as liabilities (deferred
income) and are recognized as special event revenue after the event.

Community Partner fees: For community partner fees, the performance obligation is the
delivery of food and merchandise to the customer. The transaction price is established
by the Organization. Fees include program supplies, staffing, and facility costs. As is
customary, these items are not separately priced and are therefore considered to be one
performance obligation.

Accounts and Grants Receivable

The Organization’s accounts and grants receivable are primarily reimbursements and fees
from governmental agencies. They are based on services performed by the Organization as
written under contractual agreements.

Inventory

Donations of food products to the Organization are recorded at fair value. The fair value of
donated food and commodities is based on management’s estimates and the use of the
Product Valuation Survey prepared by Feeding America, a third-party network for food
banks (formerly America’s Second Harvest). The costs associated with distributing food to
the community are recorded as donated food and supplies, in kind in the accompanying
statements of functional expenses. Donated property is recorded at fair value when there is
an objective basis available to measure its value.

The net realizable value of inventory for food is based on the maximum shared maintenance
rate, which ranges from $0.00 to $0.18 per pound for the years ended June 30, 2021 and
2020. The maximum shared maintenance rate is the maximum amount per pound that the
Organization can recover from purchasing agencies. Beginning March 2020, the
Organization no longer charged shared maintenance fees to its community partners.

As of June 30, 2021, donated food inventory is valued at a fair value of $1.79 per gross
pound in the statement of financial position, which totaled $2,854,152. The actual net
realizable value of such inventory is a fraction of that amount. Had the donated food been
valued at its net realizable value using the maximum shared maintenance rate of $0.18,
inventory and donated food and supplies, in kind expense would have been reduced by
$1,301,922 and $85,907,642, respectively, at June 30, 2021, with a corresponding decrease
in donated food products and merchandise community support during the period. The
reduction of inventory and distribution of donated food products noted above is exclusive of
827,455 and 22,215,415 pounds, respectively, of inventory received from government
agencies to which the shared maintenance rate cannot be applied.

(1



NOTE 1

SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Inventory (Continued)

As of June 30, 2020, donated food inventory was valued at a fair value of $1.74 per gross
pound on the statement of financial position, which totaled $1,631,756. The actual net
realizable value of such inventory was a fraction of that amount. Had the donated food been
valued at its net realizable value using the maximum shared maintenance rate of $0.18,
inventory and donated food and supplies, in kind expense would have been reduced by
$1,515,386 and $67,634,348, respectively, at June 30, 2020, with a corresponding decrease
in donated food products and merchandise community support during the period. The
reduction of inventory and distribution of donated food products noted above was exclusive
of 340,165 and 11,365,098 pounds, respectively, of inventory received from government
agencies to which the shared maintenance rate cannot be applied.

Property and Equipment

Land, building, furniture, fixtures, and equipment are stated at cost, less accumulated
depreciation if purchased or estimated fair value if donated. Depreciation is computed on the
straight -line basis over the estimated useful lives of the assets ranging from 3 to 39 years.

- mimAl ONDIN Aanmreraniatiam AvrAane
For the years ended June 30, 2021 and 2020, depreciation expense totaled $85€,888 and

$729,388, respectively.

Long-Lived Assets and Asset Impairment

The Organization accounts for impairment and disposition of long-lived assets in
accordance with FASB ASC 360-10, Property, Plant, and Equipment. FASB ASC 360-10
requires impairment losses to be recognized for long-lived assets used in operations when
indicators of impairment are present and the undiscounted future cash flows are not
sufficient to recover the assets’ carrying amounts. There was no impairment of the value of
such assets for the years ended June 30, 2021 and 2020.

Deferred Revenue and Deposits

As of June 30,2021 and 2020, deferred revenue and deposits consist principally of amounts
received from participants in advance for fundraising events occurring subsequent to year-
end. At June 30, 2021 and 2020, deferred revenue and deposits totaled $590,046 and
$855,887, respectively.

Advertising and Promotion Costs

Advertising and promotion costs are charged to operations when incurred. Advertising and
promotion costs charged to operations for the years ended June 30, 2021 and 2020, totaled
$284,288 and $299,248, respectively.

(12)



NOTE 1

SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Contributed Services

Contributed services are recognized as contributions in accordance with FASB ASC 958-
605, Accounting for Contributions Received and Contributions Made, if the services (a)
create or enhance nonfinancial assets or (b) require specialized skills, are performed by
people with those skills, and would otherwise be purchased by the Organization. Such items
are capitalized or charged to operations at fair value as appropriate. The fair value of these
services at the time of donation was determined to be $130,309 and $116,010 for the years
ended June 30, 2021 and 2020, respectively.

Many volunteers provide services throughout the year that are not recognized as
contributions in the financial statements because the recognition criteria under FASB ASC
958-605 were not met.

The value of such volunteer time was estimated using minimum wage rates and determined
to be the following for the year ended June 30, 2021 (unaudited):

Number of Number
Volunteers of Hours Value
670 7,718 $ 104,193

The value of such volunteer time was estimated using the minimum wage rates and
determined to be the following for the year ended June 30, 2020 (unaudited):

Number of Number
Volunteers of Hours Value
16,733 75,931 $ 942 388

As a result of the COVID-19 pandemic, volunteer participation declined for the year ended
June 30, 2021.

Income Taxes

The Organization is recognized as tax exempt under Section 501(c)(3) of the Internal
Revenue Code and the corresponding state code and is classified as an organization other
than private foundation. Accordingly, there is no provision for income taxes in the
accompanying financial statements.

The Organization accounts for the provisions of FASB ASC 740-10-25, whereby an
organization must recognize the tax benefit associated with tax taken for tax return purposes
when it is more likely than not that the position will be sustained. The Organization does not
believe that there are any material uncertain tax positions, and accordingly, it has not
recognized any liability for unrecognized tax benefits or any related interest or penalties. The
Organization’s 2018-2020 tax returns are open for federal income tax purposes, and its
2017-2020 tax returns are open to review for state income tax purposes.

(13)



NOTE 1

SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Functional Allocation of Expenses

The costs of providing the various program and supporting services have been summarized
on a functional basis in the statements of functional expenses. Certain categories of
expenses that are attributable to more than one program or supporting function require
allocation on a reasonable basis that is consistently applied. Expenses are allocated in the
following ways: labor expenses, including salaries, payroll taxes, workers’ compensation,
employee benefits, travel, and staff training, are allocated based on the percentage of time
that each employee spends working on projects specific to the program or supporting
function: and nonlabor direct expenses are allocated based on each program’s direct
expenses. Occupancy, insurance, and depreciation expenses are aiiocated based on the
square footage of the building dedicated to each of the functional areas.

Use of Estimates

The preparation of financial statements in accordance with U.S. GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosures of contingent assets and liabilities at the date of the financial

mat mnnnba Alirima dlaa rarnAartinAa Aarias

statemients and the IchI ted amounts of cf lallgca in net assets GQuinng e reponing perica.
Actual results could differ from those estimates.

Investment Valuation and Income Recognition

The Organization’s investments are stated at fair value at June 30, 2021 and 2020, and
quoted market prices are used when applicable. Shares of mutual funds are valued at the
net asset value of shares held by the Organization at year-end.

Purchases and sales of investments are recorded on a trade-date basis. Interest income is
recorded on the accrual basis. Dividends are recorded on the ex-dividend date. Capital
gains and/or losses are reported the day after the trade date.

Net realized and unrealized activity is recorded in the accompanying statements of activities
and changes in net assets in other income. Brokerage fees are added to the acquisition
costs of assets purchased and subtracted from the proceeds of assets sold.

Recent Accounting Pronouncements — Adopted

in May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers
(Topic 606). ASU 2014-09, and all subsequently issued clarifying ASUs, establishes new
revenue recognition guidance (ASC 606), which replaces the current revenue recognition
guidance. The Organization adopted the new standard effective July 1, 2020. Based on the
Organization’s evaluation, the timing and amount of revenue recognized previously are
consistent with how revenue is recognized under the new standard. Accordingly, no
changes were required to the previously reported financial statements. All necessary
changes required by the new standard, including those related to the Organization’s
accounting policies, controls, and disclosures, have been identified and implemented as of
July 1, 2020.

(14)



NOTE 1

NOTE 2

SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Recent Accounting Pronouncements — Adopted (Continued)

Financial Accounting Standard Board (FASB) issued Accounting Standards Update (ASU)
2018-13 Fair Value Measurement (Topic 820): Disclosure Framework — Changes to the
Disclosure Requirements for Fair Value Measurement. The ASU removes and modifies
disclosure requirements retrospectively for nonpublic entities. The ASU is effective for fiscal
years beginning after December 15, 2019. All necessary changes required by the new
standard, including those related to the Organization’s accounting policies, controls, and
disclosures, have been identified and implemented as of July 1, 2020.

Recent Accounting Pronouncements — Not Yet Adopted

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), with subsequently
issued improvements and corrections. ASU 2016-02 amends a number of aspects of lease
accounting, including requiring lessees to recognize on their balance sheet a right-of-use
asset and a lease liability for all operating leases with a term of more than 12 months. For
leases with a term of 12 months or less, a lessee is permitted to make an accounting policy
election by class of asset not to recognize the right-of-use asset and lease liability.
ASU 2016-02 is effective for fiscal years beginning after December 15, 2021; however, early
adoption is permitted. The Organization is currently evaluating the impact of the provisions
of ASU 2016-02 on the presentation of its financial statements.

In June 2016, the FASB issued ASU 2016-13, Measurement of Credit Losses on Financial
Instruments, with subsequently issued improvements, which requires that credit losses on
most financial assets measured at amortized cost and certain other instruments be
measured using an expected credit loss model. The ASU also replaces the current
accounting model for purchased credit-impaired loans and debt securities. Further, ASU
2016-13 makes certain targeted amendments to the existing impairment model for available-
for-sale debt securities. For nonpublic entities, the amendments are effective for fiscal years
beginning after December 15, 2022. The Organization is currently evaluating the impact of
the provisions of this pronouncement on the presentation of its financial statements.

LIQUIDITY

The Organization’s financial assets available for general expenditure (that is, without donor
or other restrictions limiting their use), within one year of the statement of financial position
date, are as follows as of June 30, 2021 and 2020:

2021 2020
Cash and Cash Equivalents $ 16,088,085 $ 8,639,340
Accounts Receivable 508 6,879
Grants Receivable 339,931 187,728
Unconditional Promises to Give 10,450 26,580

Total Financial Assets Available to Meet
General Expenditures Within One Year $ 16,438,974 $ 8,860,527

(15)



NOTE 2

NOTE 3

NOTE 4

SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

LIQUIDITY (CONTINUED)

As part of the Organization’s liquidity management plan, it invests cash in excess of daily
requirements in short-term investments and certificates of deposit.

CONCENTRATIONS, RISKS, AND UNCERTAINTIES

The Organization maintains cash balances at multiple financial institutions. At June 30, 2021
and 2020, accounts at these institutions are insured by the Federal Deposit Insurance
Corporation for up to $250,000. As of June 30, 2021 and 2020 the Organization had
approximately $5,400,000 and $6,800,000 in uninsured cash at these institutions,
respectively. Additionally, the Organization noids treasury biiis that at times during the year
may exceed insured limits of Securities Investor Protection Corporation.

The Second Harvest endowment fund investments maintained by the Orange County
Community Foundation (see Note 9) are not insured. The uninsured balance was $244,161
and $206,291 as of June 30, 2021 and 2020, respectively.

On January 30, 2020, the World Health Organization (WHQO) announced a global health
emergency because of an outbreak of a new strain of coronavirus (COVID-19). In
March 2021, the WHO classified the COVID-19 outbreak as a pandemic based on the rapid
increase of the virus and its global exposure.

The Organization’s operations are heavily dependent on donations from individuals,
foundations, and corporations. The outbreak may have a continued material adverse impact
on economic and market conditions, triggering a period of global economic slowdown. The
situation may depress donations during fiscal year 2022. As such, this may hinder the
Organization’s ability to advance its mission.

The full impact of the COVID-19 outbreak continues to evolve as of the date of this report.
As such, it is uncertain as to the full magnitude that the pandemic will have on the
Organization’s financial condition, liquidity, and future results of operations. Management is
actively monitoring the impact of the global situation on the Organization’s financial
condition, liquidity, operations, industry, and workforce. Given the daily evolution of the
COVID-19 outbreak and the global responses to curb its spread, the ultimate impact of the
COVID-19 outbreak is highly uncertain and subject to change.

INVENTORY

Inventory consists of the following at June 30, 2021 and 2020 :

2021 2020
Donated Food $ 2,854,152 $ 1,631,756
Purchased Commodities 691,416 433,379

Total Inventory $ 3,545568 $ 2,065,135

(16)



SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2021 AND 2020

NOTES PROPERTY AND EQUIPMENT

Property and equipment consist of the following at June 30, 2021 and 2020:

Land
Building
Vehicles
Furniture and Equipment
Total Property and Equipment, at Cost
Less: Accumulated Depreciation

Property and Equipment, at Net Book Value

NOTE6 NET ASSETS

Net assets consist of the following at June 30, 2021 and 2020:

Net Assets Without Donor Restrictions:
Investment in Property and Equipment, Net of
Related Debt
Available for Operations

Total Net Assets Without Donor Restrictions

Net Assets With Donor Restrictions:
Subject to Expenditures for Specific Purposes:
Program Activities
Total Purpose Restrictions

Subject to Passage of Time:
Building, Net of Depreciation
Land

Total Time Restrictions

Endowment:
Subject to Endowment Spending Policy and
Appropriations:
Program Activities

Total Net Assets With Donor Restrictions

Total Net Assets

(17)

2021 2020
$ 2,400,000 $ 2,400,000
9,019,168 8,920,099
3,136,268 2,898,483
2,917,815 2,680,691
17,473,251 16,908,273
(6,705,922) (6,454,478)
$ 10,767,329 $ 10,453,795

2021 2020
$ 6,827,285 $ 6,460,639
18,609,267 9,332,835
25,436,552 15,793,474
575,893 350,000
575,893 350,000
1,540,044 1,593,156
2,400,000 2,400,000
3,940,044 3,993,156
244,163 206,291
244,163 206,291
4,760,100 4,549,447
$ 30,196,652 $ 20,342 921




NOTE 7

NOTE 8

SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

COMMITMENTS AND CONTINGENCIES

Line of Credit

The Organization has a line of credit with a financial institution for borrowings of up to
$250,000, which bears interest at the bank’s reference rate (3.25% as of June 30, 2021) on
the unpaid principal balance maturing in June 2022. The line of credit is secured by
substantially all the assets of the Organization. At June 30, 2021 and 2020, there was no
principal balance outstanding on this line of credit.

The line of credit agreement with the bank contains various covenants pertaining to the
maintenance of tangible net worth. At June 30, 2021 and 2020, the Organization was in
compliance with respect to all terms of the line of credit agreement.

Operating Lease

The Organization has entered into a lease for the use of copy machines expiring September
2024. Expenses related to this operating lease for the year ended June 30, 2021 totaled
$9,645.

The future aggregate minimum annual lease payments under this noncancelable lease for

subseguent years ending June 30 are as foliows:
Year Ending June 30, Amount
2022 $ 7,872
2023 7,872
2024 7,872
2025 1,968
Total Minimum Lease Payments $ 25,584
Litigation

The Organization experiences litigation during the normal course of its operations.
Management does not believe that any pending or threatened litigation will have a material
adverse effect on its financial statements.

ALLOCATION OF JOINT COSTS

For the years ended June 30, 2021 and 2020, the Organization conducted activities that
included appeals for contributions and incurred joint costs of $193,170 and $469,338,
respectively. These activities include direct mail costs of $10,360 and fundraising campaigns
and special event costs totaling $181,810 for the year ended June 30, 2021. For the year
ended June 30, 2020, these activities included direct mail costs of $293,066 and fundraising
campaigns and special event costs totaling $176,272.

(18)



NOTE 9

SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

ENDOWMENT FUND

The Organization’s endowment fund is made up of one fund established to fund the Kids
Café program. As required by U.S. GAAP, net assets associated with endowment funds,
including unrestricted investment funds designated by the board of directors to be included
in the endowment funds, are classified and reported based on the existence or absence of
donor-imposed restrictions.

In 2008, the state of California enacted the Uniform Prudent Management of Institutional
Funds Act (UPMIFA), the provisions of which apply to endowment funds existing on or
established after that date. Based on its interpretation of the provisions of UPMIFA, Second
Harvest is required to act prudently when making decisions to spend or accumulate donor-
restricted endowment assets, and, in doing so, to consider a number of factors, including the
duration and preservation of its donor-restricted endowment funds. As a result of this
interpretation, Second Harvest classifies as donor-restricted endowment funds the original
value of the gifts with donor-imposed restrictions and maintains that such funds be retained
as a permanent endowment.

The remaining portion of the donor-restricted endowment fund that is not classified in net
assets with donor restrictions is classified as net assets without donor restrictions until those
amounts are appropriated for expenditure by Second Harvest in a manner consistent with
the standard of prudence prescribed by UPMIFA.

Second Harvest has outsourced the management of the Second Harvest Food Bank
Endowment Fund to the Orange County Community Foundation (OCCF). The oversight of
the investment portfolio is the responsibility of the OCCF Investment Committee whose
members are appointed by and serve the OCCF Board of Directors, which shall administer
the investment portfolio in compliance with all written policies approved by the OCCF Board
of Directors. Annual distributions are subject to the policies of the OCCF, which limit them to
a maximum of 5% of the rolling average of the total account balance over the prior 12
months.

The OCCF Investment Committee has contracted with an independent trust foundation for
the purpose of managing the investment and reinvestment of fund assets in a manner
consistent with the overall investment policy as approved by the OCCF Board of Directors.

Second Harvest's investment objectives, as determined by the OCCF, are to:

— preserve the investment portfolio’s corpus over the long term;

— ensure the investment portfolio’s long-term ability to distribute income; and

— ensure that restricted donations are protected so that they are available for the target
use.

In achieving the objectives, Second Harvest's primary investment mission is to preserve
principal and to provide income to help sustain the Kid’s Café program in future years.
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NOTE 9

NOTE 10

NOTE 11

SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

ENDOWMENT FUND (CONTINUED)
The following is the endowment net asset composition as of June 30, 2021:
With Donor

Restrictions
Endowment Funds $ 244 163

The following is the endowment net asset composition as of June 30, 2020:

With Donor
Restrictions
Endowment Funds $ 206,291

The following are the changes in the endowment net assets for the year ended June 30:

2021 2020
Endowment Net Assets - Beginning of Year $ 206,291 $ 209,411
Investment Return:
Investment Income, Net 57 199 (3,120)
Contributions Out (19,327) &
Endowment Net Assets - End of Year 3 244,163 $ 206,291

From time to time, the fair value of assets associated with individual donor-restricted
endowment funds may fall below the level that the donor or applicable state law requires the
Organization to retain as a fund of perpetual duration. In accordance with U.S. GAAP,
deficiencies of this nature are reported in net assets with donor restrictions. There were no
such deficiencies as of June 30, 2021 and 2020. The Organization has interpreted the State
Prudent Management of Institutional Funds Act (SPMIFA) and applicable state trust law to
permit spending from underwater endowments in accordance with prudent measures
required under law.

NET ASSETS RELEASED FROM RESTRICTIONS

Net assets released from restrictions consist of the following for the years ended June 30:

2021 2020
Satisfaction of Time Restriction $ 53,112 $ 53,112
Satisfaction of Purpose Restriction 275,189 460,000
Total Net Assets Released from Restrictions $ 328,301 $ 513,112

FAIR VALUE MEASUREMENTS
Second Harvest has adopted FASB ASC 820, Fair Value Measurements and Disclosures.

FASB ASC 820-10 defines fair value, establishes a framework for measuring fair value, and
requires enhanced disclosures about fair value measurement.

(20)



SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NOTE 11 FAIR VALUE MEASUREMENTS (CONTINUED)

FASB ASC 820 establishes a three-level valuation hierarchy for disclosure of fair value
measurements. The valuation hierarchy is based upon the transparency of inputs in the
valuation of an asset as of the measurement date. The three levels are defined as follows:

Level 1 — Quoted market prices in active markets for identical assets or liabilities.

Level 2 — Valuations based on quoted prices in markets that are not active or for which
all significant inputs are observable, either directly or indirectly.

Level 3 — Valuations based on inputs that are unobservable and significant to the overall
fair value measurement.

Fair value is a market-based measurement considered from the perspective of a market
participant rather than an entity-specific measurement. Therefore, even when market
assumptions are not readily available, Second Harvest's own assumptions are set to reflect
those that market participants would use in pricing the asset or liability at the measurement
date.

A financial instrument's categorization within the valuation hierarchy is based upon the
lowest level of input that is significant to the fair value measurement.

A description of the valuation methodologies used for assets measured at fair value is
disclosed in Note 1 (Investment Valuation and Income Recognition). There have been no
changes in the methodologies used during the years ended June 30, 2021 and 2020.

The methods described in Note 1 (Investment Valuation and Income Recognition) may
produce a fair value calculation that may not be indicative of net realizable value or reflective
of future fair values. Furthermore, while Second Harvest believes its valuation methods are
appropriate and consistent with other market participants, the use of different methodologies
or assumptions to determine the fair value of certain financial instruments could result in a
different fair value measurement at the reporting date.

The following table sets forth by level, withing the fair value hierarchy, the Organization’s
assets at fair value as of June 30, 2021:

Total Level 1 Level 2 Level 3

Endowment Assets Held by
Community Foundation $ 244163 $ - $ - $ 244,163

The following table sets forth by level, withing the fair value hierarchy, the Organization’s
assets at fair value as of June 30, 2020:

Total Level 1 Level 2 Level 3

Endowment Assets Held by
Community Foundation $ 206,291 $ - $ - $ 206,291
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NOTE 11

NOTE 12

NOTE 13

SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

FAIR VALUE MEASUREMENTS (CONTINUED)

Realized and unrealized gains (losses) included in earnings are reported in the statements
of activities and changes in net assets. The principal valuation technique for the Endowment
Assets Held by Community Foundation valuation technique is net asset value and the
unobservable inputs are the value of underlying assets.

RECLASSIFICATIONS

Certain reclassifications have been made to the June 30, 2020 financial statements in order
to conform with the current-year presentation. These reclassifications had no effect on
June 30, 2020 net income.

SUBSEQUENT EVENTS

Events occurring after June 30, 2021, have been evaluated for possible adjustment to the

financial statements or disclosure as of January 20, 2022, which is the date the financial
statements were available to be issued.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Board of Directors of
Second Harvest Food Bank of Orange County, Inc.
Irvine, California

We have audited, in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, the financial statements of
Second Harvest Food Bank of Orange County, Inc. (the Organization), which comprise the
statement of financial position as of June 30, 2021, and the related statements of activities and
changes in net assets, functional expenses, and cash flows for the year then ended, and the
related notes to the financial statements, and have issued our report thereon dated
January 20, 2022.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the
Organization’s internal control over financial reporting (internal control) as a basis for designing
audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Organization’s internal control. Accordingly, we do not express an opinion
on the effectiveness of the Organization’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the Organization’s financial statements will not be
prevented, or detected and corrected, on a timely basis. A significant deficiency is a deficiency,
or a combination of deficiencies, in internal control that is less severe than a material weakness,
yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization’s financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the financial statements. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or
other matters that are required to be reported under Government Auditing Standards.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing and not to provide an opinion on the effectiveness of
the Organization’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Organization’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.
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CliftonLarsonAllen LLP

Irvine, California
January 20, 2022



INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM, REPORT ON INTERNAL CONTROL OVER COMPLIANCE,
AND REPORT ON THE SCHEDULE OF EXPENDITURES OF
FEDERAL AWARDS REQUIRED BY THE UNIFORM GUIDANCE

The Board of Directors of
Second Harvest Food Bank of Orange County, Inc.
Irvine, California

Report on Compliance for Each Major Federal Program

We have audited Second Harvest Food Bank of Orange County, Inc.’s (the Organization)
compliance with the types of compliance requirements described in the Office of Management
and Budget Compliance Supplement that could have a direct and material effect on each of the
Organization’s major federal programs for the year ended June 30, 2021. The Organization’s
major federal programs are identified in the summary of auditors’ results section of the
accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of the Organization’s major
federal programs based on our audit of the types of compliance requirements referred to above.
We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and the
audit requirements of Title 2 US Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (the Uniform
Guidance). Those standards and the Uniform Guidance require that we plan and perform the
audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about the
Organization’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each
major federal program. However, our audit does not provide a legal determination of the
Organization’s compliance.
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Opinion on Each Major Federal Program

In our opinion, the Organization complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended June 30, 2021.

Report on Internal Control over Compliance

Management of the Organization is responsible for establishing and maintaining ecffective
internal control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered the Organization’s internal
control over compliance with the types of requirements that could have a direct and material
effect on each major federal program to determine auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with the
Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the effectiveness
of the Organization’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
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their assigned functions, to prevent, or detect and correct, noncompliance with a type of

compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that a material noncompliance with a type
of compliance requirement of a federal program will not be prevented, or detected and corrected,
on a timely basis. A significant deficiency in internal control over compliance is a deficiency, or
a combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies. We did
not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other

purpose.



Report on Schedule of Expenditures of Federal Awards Required by the Uniform
Guidance

We have audited the financial statements of the Organization as of and for the year ended
June 30, 2021, and have issued our report thereon dated January 20, 2022, which contained an
unmodified opinion on those financial statements. Our audit was conducted for the purpose of
forming an opinion on the financial statements as a whole. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by the
Uniform Guidance and is not a required part of the financial statements. Such information is the
responsibility of management and was derived from, and relates directly to, the underlying
accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the schedule of
expenditures of federal awards is fairly stated, in all material respects, in relation to the financial
statements as a whole.
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CliftonLarsonAllen LLP

Irvine, California
January 20, 2022



SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2021

Catalog of
Federal
Domestic
Assistance Grantor
Federal Grantor/Pass-Through Grantor Number Contract Federal
Program Title (CFDA No.) Number Expenditures
United States Department of Agriculture:
Passed through the California Department of Social Services
Food Distribution Cluster:
Emergency Food Assistance Program (Administrative Costs) 10.568 15-MOU-00131 $ 201,045
Emergency Food Assistance Program - COVID-19 10.568 15-MOU-00131 105,909
Total Emergency Food Assistance Program (Administrative Costs) 306,954
Emergency Food Assistance Program (Food Commodities) 10.569 15-MOU-00131 14,322,981
Total Food Distribution Cluster 14,629,935
Passed through the California Department of Education
Child Nutrition Fiscal Services:
Summer Food Service Program for Children 10.559 05660-SFSP-30 187,651
Child and Adult Care Food Program 10.558 05660-CACFP-30-NP 500,539
Passed through California Association of Food Barks:
Supplemental Nutrition Assistance Program 10.561 16-SUB-00965/18-7013 55,002
Total United States Department of Agriculture _ 15,373,127
United States Department of the Treasury
Passed through the County of Orange Social Services Agency:
Coronavirus Relief Fund - COVID-19 21.019 MPY0419 3,000,000
Passed through California Association of Food Banks:
Coronavirus Relief Fund - COVID-19 21.019 19-3070 1,228,990
Passed through the California Department of Social Services
Coronavirus Relief Fund - COVID-19 21.019 15-MOU-00131 1,211,674
Passed through 211 OC:
Coronavirus Relief Fund - COVID-19 21.019 MPY0419 113,092
Passed through United States Department of Agriculture
Coronavirus Relief Fund - COVID-19 21.019 15-MOU-00131 563,740
Passed through CalFood Logistics:
Coronavirus Relief Fund - COVID-19 21.019 15-MQOU-00131 43,500
Total United States Department of the Treasury 6,160,996
United States Department of Homeland Security:
Passed through the Emergency Food and Shelter National Board:
Emergency Food and Shelter Program 97.024 35-078600-058 100,000
Emergency Food and Shelter Program - COVID-19 97.024 35-078600-058 182,500
Total Emergency Food and Shelter Program 282,500
Total United States Department of Homeland Security 282,500
Total Federal Expenditures $21,816,623

See accompanying notes to schedule of expenditures of federal awards,
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SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2021

Note 1: General

The accompanying schedule of expenditures of federal awards (the Schedule) includes the
federal award activity of Second Harvest Food Bank of Orange County, Inc. (the Organization).
The information in the Schedule is presented in accordance with the requirements of 2 CFR Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (the Uniform Guidance). Because the Schedule presents only a selected portion of the
operations of the Organization, it is not intended to and does not present the financial position,
changes in net assets, or cash flows of the Organization.

Note 2: Basis of Accounting

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance for
all awards with the exception of Assistance Listing 21.019, which follows criteria determined by
the Department of Treasury for allowability of costs. Under these principles, certain types of
expenditures are not allowable or are limited as to reimbursement. Negative amounts shown on
the Schedule represent adjustments or credits made in the normal course of business to amounts
reported as expenditures in prior years.

Note 3: Indirect Cost Rate

The Organization has elected not to use the 10% de minimis indirect cost rate allowed under the
Uniform Guidance.

Note 4: Contingencies

Under the terms of federal and state grants, additional audits may be requested by the grantor
agencies and certain costs may be questioned as not being appropriate expenditures under the
terms of the grants. Such audits could lead to a request for reimbursement to the grantor
agencies.



SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2021

1. Summary of Auditors’ Results

Financial Statements

Type of auditors’ report issued: Unmodified
Internal control over financial reporting:

e Material weakness(es) identified? yes X no

o Significant deficiency(ies) identified? yes X _none reported

Noncompliance material to financial
statements noted? yes X no

Federal Awards
Internal control over major programs:

e Material weakness(es) identified? yes X no

e Significant deficiency(ies) identified? yes X __none reported

Type of auditors’ report issued on compliance for
major programs: Unmodified

Any audit findings that are required to be reported
in accordance with the 2 CFR Section 200.516(a)? yes X _no

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
21.019 Coronavirus Relief Program
97.024 Emergency Food and Shelter Program

Dollar threshold used for distinguishing between
Type A and B programs: $750,000

Auditee qualified as low-risk auditee? X  yes no




SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED JUNE 30, 2021

Findings Relating to Financial Statements

None noted.

. Findings and Questioned Costs Relating to Major Federal Awards

None noted.



SECOND HARVEST FOOD BANK OF ORANGE COUNTY, INC.
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2021
Financial Statement Findings

There were no findings or questioned costs for the year ended June 30, 2020.

Major Federal Awards Findings

There were no findings or questioned costs for the year ended June 30, 2020.
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