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INDEPENDENT AUDITOR’SREPORT

To the Board of Directors of
Friends Outside in Los Angeles County
Pasadena, California

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Friends Outside in Los Angeles County, which comprise the
statements of financial position as of June 30, 2025 and 2024, and the related statements of activities,
functional expenses, and cash flows for the years then ended, and the related notes to the financial
statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of Friends Outside in Los Angeles County as of June 30, 2025 and 2024, 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.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independent of Friends Outside in Los Angeles County and to
meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about Friends Outside in Los Angeles
County’ ability to continue as a going concern for one year after the date that the financial statements are
issued.



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Friends Outside in Los Angeles County’s internal control. Accordingly, no such
opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Friends Outside in Los Angeles County’s ability to continue as a
going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

Supplementary Information

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, as required by Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, is presented for purposes of additional analysis and is not a required
part of the financial statements. Such information is the responsibility of management and was derived from
and related 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 statement themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the schedule of federal
awards is fairly stated, in all material respects, in relation to the financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 23, 2026,
on our consideration of Friends Outside in Los Angeles County’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and 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 internal control over financial report or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering Friends Outside in Los
Angeles County internal control over financial reporting and compliance.

BA o
William Harris, CPA
License Number #103005

Arcadia, California
March 23, 2026



FRIENDS OUTSIDE IN LOS ANGELES COUNTY
STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2025 AND 2024

June 30, June 30,
2025 2024
ASSETS
CURRENT ASSETS
Cash $ 497671 $ 1,110,057
Accounts Receivable 819,400 816,218
Investments 1,061,947 137,742
Prepaid Expenses 21,944 23,268
Total Current Assets 2,400,962 2,087,285
NONCURRENT ASSETS
Property and Equipment, net 82,514 82,514
Accumulated Depreciation (82,514) (82,514)
Total Noncurrent Assets - -
OTHER ASSETS
Deposits 4,260 4,260
Total Other Assets 4,260 4260
TOTAL ASSETS $ 2405222 $ 2,091,545
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts Payable $ 235,772 § 62,466
Accrued Liability 168,466 130,543
Deferred Revenue 654,087 589,787
Total Current Liabilities 1,058,325 782,796
Total Liabilities 1,058,325 782,796
NET ASSETS
Net Assets Without Donor Restrictions 1,346,897 1,308,749
Total Net Assets 1,346,897 1,308,749
TOTAL LIABILITIES AND NET ASSETS $ 2405222 $ 2,091,545

See Auditor's Report and Notes to Financial Statements
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FRIENDS OUTSIDE IN LOS ANGELES COUNTY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2025

Without Donor With Donor
Restrictions Restrictions Total
REVENUE AND SUPPORT
Government Contracts and Grants $ 2,113,066 $ - 9 2,113,066
Contributions and Foundation Grants 619,715 - 619,715
Fundraising Income, net 3,533 - 3,533
Total Revenue and Support 2,736,314 - 2,736,314
OPERATING EXPENSE
Department of Health and Human Services 935,924 - 935,924
Other Program Services 1,531,405 - 1,531,405
Management & General 265,255 - 265,255
Fundraising 22,628 - 22,628
Total Operating Expense 2,755,212 - 2,755,212
NONOPERATING ACTIVITIES
Gain on Investments 14,359 - 14,359
Interest & Dividends 42,258 - 42,258
Other Income 429 - 429
Total Nonoperating Activities 57,046 - 57,046
CHANGE IN NET ASSETS 38,148 - 38,148
NET ASSETS — Beginning of the Year 1,308,749 - 1,308,749
NET ASSETS - End of the Year $ 1,346,897 $ - 9% 1,346,897

See Auditor's Report and Notes to Financial Statements
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FRIENDS OUTSIDE IN LOS ANGELES COUNTY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2024

REVENUE AND SUPPORT
Government Contracts and Grants
In-Kind Donations
Contributions and Foundation Grants
Fundraising Income, net

Total Revenue and Support

OPERATING EXPENSE
Department of Health and Human Services
Other Program Services
Management & General
Fundraising
Total Operating Expense

NONOPERATING ACTIVITIES
Gain on Investments
Interest & Dividends
Other Income
Total Nonoperating Activities

CHANGE IN NET ASSETS
NET ASSETS — Beginning of the Year

NET ASSETS - End of the Year

$

$

Without Donor With Donor

Restrictions Restrictions Total
2393337 $ $ 2,393,337
3,750 3,750
145,631 145,631
457 457
2,543,175 2,543,175
997,157 997,157
1,247,084 1,247,084
238,579 238,579
22,085 22,085
2,504,905 2,504,905
6,230 6,230
11,912 11,912
775 775
18,917 18,917
57,187 57,187
1,251,562 1,251,562
1,308,749 §$ $ 1,308,749

See Auditor's Report and Notes to Financial Statements
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OPERATING EXPENSE
Salaries & Wages
Payroll Taxes
Employee Benefits
Client Services
Fundraising
Insurance
Occupancy
Office Expenses
Outside Services
Payroll Processing Fees
Printing and Postage
Professional Fees
Program Supplies
Subcontractor Expenses
Telephone and Communication
Training and Education
Travel

TOTAL OPERATING EXPENSE

FRIENDS OUTSIDE IN LOS ANGELES COUNTY
STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED JUNE 30, 2025

Program Supporting
Activities Activities
Other Total Management Fund- Total
DHHS Programs Programs & General Raising Expense

453,849 § 887,766 $ 1,341,615 § 197,589 15,084 § 1,554,288
33,769 83,742 117,511 9,037 1,278 127,826
19,066 47,279 66,345 5,102 722 72,169
45,451 167,567 213,018 - - 213,018
- - - - 96 96
12,942 33,634 46,576 - - 46,576
75,196 38,323 113,519 11,352 1,261 126,132
30,467 - 30,467 2,793 254 33,514
80,202 119,313 199,515 15,181 2,169 216,865
878 2177 3,055 235 33 3,323
9,208 15,144 24,352 1,873 535 26,760
8,401 - 8,401 14,182 - 22,583
15,001 85,936 100,937 - - 100,937
125,142 9,760 134,902 - - 134,902
15,352 23,777 39,129 5,985 921 46,035
1,455 975 2,430 - - 2,430
9,545 16,012 25,557 1,926 275 27,758
935,924 § 1,531,405 $ 2,467,329 $ 265,255 $ 22,628 $ 2,755,212

See Auditor's Report and Notes to Financial Statements



OPERATING EXPENSE

Salaries & Wages
Payroll Taxes

Employee Benefits
Advertising and Promotion
Client Services
Fundraising

In-Kind Donations
Insurance

Occupancy

Office Expenses
Outside Services

Payroll Processing Fees
Printing and Postage
Professional Fees
Program Supplies
Subcontractor Expenses

Telephone and Communication

Training and Education
Travel

TOTAL OPERATING EXPENSE

FRIENDS OUTSIDE IN LOS ANGELES COUNTY
STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED JUNE 30, 2024

Program Supporting
Activities Activities
Other Total Management Fund- Total
DHHS Programs Programs & General Raising Expense

445903 $ 742,932 § 1,188,835 $ 191,534 §$ 13,667 $ 1,394,036
29,831 73,976 103,807 7,983 1,129 112,919
12,543 31,105 43,648 3,357 474 47,479
5,033 - 5,033 - 5,033
50,025 95,480 145,505 - 145,505
- - - 669 669
- - - 3,750 3,750
15,526 26,405 41,931 - - 41,931
81,706 26,379 108,085 10,809 1,201 120,095
93,190 - 93,190 2,062 187 95,439
25,954 130,421 156,375 - - 156,375
724 1,796 2,520 194 27 2,741
21,046 14,057 35,103 - 35,103
- 2,853 2,853 16,164 19,017
53,133 7,822 60,955 - 60,955
119,363 70,126 189,489 - - 189,489
17,211 15,933 33,144 5,069 780 38,993
14,014 1,259 15,273 - - 15,273
11,955 6,540 18,495 1,407 201 20,103
997,157 $ 1,247,084 $ 2,244,241 § 238,579 $ 22,085 9§ 2,504,905

See Auditor's Report and Notes to Financial Statements



FRIENDS OUTSIDE IN LOS ANGELES COUNTY
STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2025 AND 2024

For the Year Ending
June 30,
2025 2024
CASH FROM OPERATING ACTIVITIES:
Change in Net Assets $ 38,148 § 57,187
Adjustments to Reconcile Change in Net Assets to
Net Cash Provided / (Used) by Operating Activities:
(Gain) / Loss on Investments (13,685) (10,974)
Change in Accounts Receivable (3,182) (132,413)
Change in Prepaid Expenses 1,324 (6,864)
Change in Accounts Payable 173,306 5,418
Change in Accrued Liabilities 37,923 1,772
Change in Deferred Revenue 64,300 589,787
Net Cash Provided / (Used) by Operating Activities: 298,134 503,913
CASH FROM INVESTING ACTIVITIES:
Purchase of Investment (910,520) (50,000)
Net Cash Provided / (Used) by Investing Activities: (910,520) (50,000)
CASH FROM FINANCING ACTIVITIES:
None
Net Cash Provided / (Used) by Financing Activities:
NET INCREASE / (DECREASE) IN CASH (612,386) 453,913
CASH - Beginning of the Year 1,110,057 656,144
CASH - Ending of the Year $ 497671 $ 1,110,057
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Interest Paid $ - $
Taxes Paid $ - $

See Auditor's Report and Notes to Financial Statements
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NOTE 1

NOTE 2

FRIENDS OUTSIDE IN LOS ANGELES COUNTY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 and 2024

NATURE OF OPERATIONS

Friends Outside in Los Angeles County ("FOLA") was founded in 1972, and provides services to
families, children, and their incarcerated and formerly incarcerated family members. FOLA addresses
the unintentional consequences of incarceration through specialized services that address the
immediate and long-term needs of its clients. The mission of FOLA is to assist children and families,
prisoners, and former prisoners with the immediate and long-term effects of incarceration, and to act
as a bridge between those FOLA serves, the community at large, and the criminal justice system,
thereby enhancing the character of justice. FOLA's philosophy includes the following core beliefs:

e That incarceration can be as devastating to the family, especially to the children, as it can be
to the incarcerated;

e That the needs of whole families should be addressed whenever possible, and that efforts to
maintain family bonds should be supported when mutually desired;

e That incarceration can be an intergenerational pattern which can be broken through
appropriate services;

e That criminal offenders are more likely to become productive members of society if they are
able to maintain family ties, and receive appropriate services;

e That society as a whole benefits by FOLA's services through increased public safety, cost-
savings and better outcomes for the children and families FOLA serves.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

The financial statements of FOLA have been prepared on the accrual basis of accounting which is in
accordance with accounting principles generally accepted in the United States of America (U.S.
GAAP).

Basis of Presentation

The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America. Net
assets, revenue, expenses, gains and losses are classified based on the existence or absence of
donor-imposed restrictions.

Accordingly, the net assets of FOLA’s and changes therein are classified as follows:

Net assets without donor restrictions: Net assets that are not subject to donor-imposed
restrictions and may be expended for any purpose in performing the primary objectives of
FOLA. The Organization’s Board of Directors may designate assets without restrictions for
specific operational purposes from time to time.
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NOTE 2

FRIENDS OUTSIDE IN LOS ANGELES COUNTY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 and 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Accounting (Continued)

Net assets with donor restrictions: Net assets subject to stipulations imposed by donors, and
grantors. Some donor restrictions are temporary in nature; those restrictions will be met by
actions of FOLA or by the passage of time. Other donor restrictions are perpetual in nature,
whereby the donor has stipulated the funds be maintained in perpetuity.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements
are the reported amounts of revenues and expenses during the reported time. Actual results could
differ from those activities.

Measure of Operations

The statements of activities report all changes in net assets, including changes in net assets from
operating and nonoperating activities. Operating activities consist of those items attributable to
FOLA'’s ongoing activities. Nonoperating activities are limited to resources that generate return from
investments, endowment contributions, financing costs, and other activities considered to be of a
more unusual or nonrecurring nature.

Cash and Cash Equivalents

For purposes of the statement of cash flows, cash equivalents include time deposits, certificates of
deposit, and all highly liquid debt instruments with original maturities of three months or less. If
excess funds are available, FOLA places its temporary cash investments with high-credit, quality
financial institutions. At times during the year, FOLA maintains cash balances in excess of the FDIC-
insurance limits. FOLA has not incurred losses related to these investments and management
believes it is not exposed to any significant credit risk on cash.

Accounts Receivables

Contributions, grants, and cost reimbursement contracts are stated at the amount management
expects to collect from outstanding balances. Grants receivable that are expected to be collected in
future years are recorded at fair value, measured as the present value of their future cash flows. At
June 30, 2025, FOLA considered all remaining accounts receivable to be fully collectible.

-11 -



NOTE 2

FRIENDS OUTSIDE IN LOS ANGELES COUNTY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 and 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Allowance for Doubtful Accounts

Management provides for probable uncollectible amounts through a provision for bad debt expense
and an adjustment to a valuation allowance based on its assessment of the current status of
individual accounts. Based on management's evaluation, FOLA believes that an allowance for
doubtful accounts is not considered necessary as of June 30, 2025 and 2024; however, actual write-
offs may occur.

Investments and Investment Income

Investments are stated at fair market value in the statement of financial position. Gains and losses
(realized and unrealized) on investments are recognized as changes in net assets in the period in
which they occur, and investment income is recognized as revenue in the period earned. Investment
income and gains restricted by a donor are reported as increases in without donor-restricted net
assets if the restrictions are met (either by passage of time or by use) in the reporting period in which
the income and gains are recognized.

Property and Equipment

Property and equipment are recorded at cost. FOLA’s policy is to capitalize assets with a cost of
$5,000 or more, and with estimated useful lives in excess of one year.

Expenditures for major renewal and betterments that extend the useful lives of property and
equipment are capitalized. Expenditures for maintenance and repairs are charged to expense as
incurred. When property and equipment is sold or otherwise disposed of, the asset and related
accumulated depreciation accounts are relieved, and any gain or loss is included in the statement of
activities as a change in restricted or unrestricted net assets, as appropriate.

The cost of property and equipment is depreciated over the estimated useful lives of the related
assets. The cost of leasehold improvements is depreciated (amortized) over the lesser of the lengths
of the related leases or the estimated useful lives of the assets. Depreciation expense is computed
using the straight-line method over the respective estimated useful lives of assets, as follows:

Furniture and fixtures 5-10 years
Office equipment 5 -7 years
Office improvements 15 years

Donations of property and equipment are recorded as support at their estimated fair value. Such
donations are reported as unrestricted support unless the donor has restricted the donated asset to a
specific purpose. Assets donated with explicit restrictions regarding their use and contributions of
cash that must be used to acquire property and equipment are reported as restricted support.
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NOTE 2

FRIENDS OUTSIDE IN LOS ANGELES COUNTY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 and 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue Recognition

FOLA adopted ASU No. 2018-08, Not-For-Profit Entities (Topic 958): Clarifying the Scope and
Accounting Guidance for Contributions Received and Contributions Made. The guidance helps
distinguish if grants and contracts with resource providers are exchange transactions or
contributions. Once a transaction is deemed to be a contribution, the ASU also provides guidance to
help determine when a contribution is conditional and evaluates the possibility that a condition will not
be met is remote. Unconditional contributions are recognized immediately and classified as either net
assets with or without donor restrictions, while conditional contributions received are accounted for a
liability until the barriers to entitlement are overcome, at which point the transaction is recognized as
unconditional and classified as either net assets with or without restrictions. Results for reporting the
years ended June 30, 2025 and 2024 are presented under ASU No. 2018-08.

FOLA's revenue is generated through performance of services for government entities under various
contracts for which they are paid a fixed fee or on a cost-reimbursement basis. Revenue is
recognized as the services are provided and/or costs are incurred. Accounts receivables are
recorded when revenue earned under a contract exceeds the cash received. Amounts received prior
to incurring qualifying expenditures are reported as deferred revenue in the statement of financial
position.

Contributions

Contributions are recognized when the donor makes a promise to give to FOLA that is, in substance,
unconditional. Contributions that are restricted by the donor are reported as increases in net assets
without donor restrictions if the restrictions expire in the fiscal year in which the contributions are
recognized. All other donor-restricted contributions are reported as increases in net assets with donor
restrictions depending on the nature of the restrictions. When a restriction expires, net assets with
donor restrictions are reclassified to net assets without donor restrictions and reported in the
statement of activities as net assets released from restrictions.

In-Kind Donations

Consistent with accounting principles generally accepted in the United States of America, FOLA
recognizes as support only those donated services which create or enhance non-financial assets or
which require specialized skills which FOLA would otherwise have paid for. Donated services,
materials and rent are recognized as contributions at their fair values at the date of donation. The
donated services for the years ended June 30, 2025 and 2024 were $0 and $3,750, respectively,
which is included in in-kind donations revenue and related expenses in the statement of activities.

-13 -



NOTE 2

FRIENDS OUTSIDE IN LOS ANGELES COUNTY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 and 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Concentrations
Accounts Receivable and Revenue

The primary receivable balance outstanding at June 30, 2025 consists of government contract
receivables due from county, state, and federal granting agencies. Concentration of credit risks with
respect to trade receivables are limited, as the majority of FOLA's receivables consist of earned fees
from contract programs granted by governmental agencies. Approximately 98% of FOLA's total
revenue and support is derived from government agencies.

Income Tax Status

FOLA is exempt from federal and state income taxes under Internal Revenue Code Section 501(c)(3)
and California Revenue and Taxation Code Section 23701 (d). Accordingly, no provision for income
taxes has been made in these financial statements. FOLA believes it has appropriate support for any
tax positions taken and, as such, does not have any uncertain tax positions that are material to the
financial statements.

Functional Classification of Expenses

FOLA reports its expenses on a functional basis. Expenses that can be specifically identified as
program services or management and general or fundraising are charged directly to that
classification. Other expenses that are common to both classifications are allocated based on various
relationships. Expenses that are allocated include salaries and wages, payroll taxes, employee
benefits, client services, outside services, professional fees, office and administration, program
supplies, occupancy and insurance which are allocated based among the various functions
benefited.

Leases

The Organization determines if an arrangement is a lease at inception. Operating leases are included
in right-of-use (ROU) asset operating lease and operating lease liabilities on the statement of
financial position. ROU assets represent the Organization’s right to use an underlying asset for the
lease term and lease liabilities represent the Organization’s obligation to make lease payments
arising from the lease. The lease liability is measured as the present value of the unpaid lease
payments and the ROU asset is derived from the calculation of the lease liability. As most leases do
not provide an implicit rate, the Organization uses the risk-free rate based on information available at
the commencement date in determining the present value of lease payments. Lease expense for
operating lease payments is recognized on a straight-line basis over the lease term. As a practical
expedient, leases with terms of 12 months or less are expensed as incurred and not included as
ROU asset or lease liability on the balance sheet. As a result, no ROU asset or liability was recorded
for the year ended June 30, 2025.
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FRIENDS OUTSIDE IN LOS ANGELES COUNTY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 and 2024

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Advertising Costs

The cost of advertising is expensed when incurred or when the first advertising takes place. FOLA
does not participate in direct-response advertising, which requires the capitalization and amortization
of related costs.

NOTE 3 ACCOUNTS RECEIVABLE

Accounts receivable consists of the following at June 30, 2025 and 2024:

2025 2024
Govemnment contributions & grants $ 819400 $ 816,218
Allowance for doubtful accounts - -
Total $ 819400 § 816,218

NOTE 4 INVESTMENTS AND FAIR VALUE MEASUREMENTS

Investments consists of the following at June 30, 2025 and 2024:

2025 2024
Charitable investment pool $ 28121  § 25,451
Investment PCF 123,306 112,291
CDs 910,520 -
Total $ 1,061,947 § 137,742

The financial assets and liabilities are recorded at their fair market value in accordance with
Accounting Standards Codification (ASC) 820, Fair Value Measurements. This standard defines fair
value and establishes a hierarchy for reporting the reliability of input measurements used to assess
fair value for all assets and liabilities. ASC 820 defines fair values as the selling price that would be
received for an asset, or paid to transfer a liability, in the principal or most advantageous market on
the measurement date. The hierarchy prioritizes fair value measurements based on the types of
inputs used in the valuation technique. The inputs are categorized in the following levels:

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that
the reporting entity has the ability to access at the measurement date.
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NOTE 4

FRIENDS OUTSIDE IN LOS ANGELES COUNTY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 and 2024

INVESTMENTS AND FAIR VALUE MEASUREMENTS (Continued)

Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly through corroboration with observable market data
(market-corroborated inputs).

Level 3 inputs are unobservable inputs for the asset or liability, that is, inputs that reflect the reporting
entity’s own assumptions about the assumptions market participants would use in pricing the asset or
liability (including assumption about risks) developed based on the best information available in each
circumstance.

The fair value measurements and levels within the fair value hierarchy of those measurements for the
assets reported at fair value on recurring basis in accordance with FASB ASC 820-10 are as follows
at June 30, 2025:

Level 1 Level 2 Level 3 Total
Asset class
Charitable investment pool § 28,121 § - $ - $ 28121
Investment PCF 123,306 - - 123,306
CDs 910,520 - - 910,520
Total fair vlaue of investments $1,061,947 § - $ - $1,061,947

The fair value of equities and equity mutual funds have been measured on a recurring basis using
quoted prices for identical assets in active markets (Level 1 inputs).

The fair value of fixed income bonds and blend have been measured on a recurring basis using
quoted prices for similar assets in inactive markets (Level 2 input).

Alternative investments in hedge funds are classified as Level 3 as they are illiquid and may not be

valued daily. The fair value of those investments has been estimated using net asset value per share
or its equivalents.
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NOTE §

NOTE 6

NOTE 7

FRIENDS OUTSIDE IN LOS ANGELES COUNTY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 and 2024

PROPERTY AND EQUIPMENT

Property and equipment consisted of the following at:

2025 2024
Office equipment $ 62305 § 62305
Fumniture & fixtures 4,647 4,647
Office improvements 9,500 9,500
Audio visual equipment 6,062 6,062
82,514 82,514
Accumulated depreciation (82,514) (82,514)
Total $ $ -
There was no depreciation expense for the year ended June 30, 2025.
ACCRUED LIABILITIES
Accrued liabilities consist of the following at:
2025 2024
Accrued wages payable $ $ 56,880
Accrued vacation 72,538
Other accrued expenses 1,125
Total $ $ 130,543

COMMITMENTS & CONTINGENCIES

Contracts

FOLA grants and contracts are subject to inspection and audit by the appropriate governmental
funding agencies. The purpose is to determine whether the program funds were used in accordance
with their respective guidelines and regulations. The potential exists for disallowance of previously
funded program costs. The ultimate liability, if any, which may result from these government audits,
cannot be reasonably estimated and, accordingly, FOLA has no provisions for the possible

disallowance of program costs on its financial statements.
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NOTE 8

NOTE 9

FRIENDS OUTSIDE IN LOS ANGELES COUNTY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 and 2024

LIQUIDITY

FOLA's financial assets available within one year of the balance sheet date for general expenditure
are as follows:

Cash and cash equivalents $ 497,671
Accounts receivable 819,400
Investments 1,061,947
Total $ 2,379,018

FOLA's financial assets have been reduced by amounts not available for general use because of
donor-imposed restrictions within a year of the balance sheet date and amounts set aside for long-
term investing in endowments.

SUBSEQUENT EVENTS

Events subsequent to June 30, 2025 have been evaluated though March 23, 2026, the date at which
FOLA’s audited financial statements were available to be issued. There were no events requiring
disclosure that have occurred through this date.
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FRIENDS OUTSIDE IN LOS ANGELES COUNTY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2025

Federal Grantor / Pass-through Federal Agency or Federal
Program Title Assistance # Pass-through # Expenditures
Department of Health and Human Services
Administration for Children & Families
Healthy Marriage Promotion and Responsible Fatherhood Grants 93.086 902J0018-04 $ 324,315
Administration for Children & Families
Healthy Marriage Promotion and Responsible Fatherhood Grants 93.086 902J0018-05 615,626
Total CFDA 93.086 939,941
Total Department of Health and Human Services 939,941
Total Expenditures of Federal Awards $ 939,941
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FRIENDS OUTSIDE IN LOS ANGELES COUNTY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2025

Note A — Basis of Presentation

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal award
activity of Friends Outside in Los Angeles County under programs of the federal government for the year
ended June 30, 2025. The information in this Schedule is presented in accordance with the requirements of
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only a
selected portion of the operations of Friends Outside in Los Angeles County, it is not intended to and does
not present the financial position, changes in net assets, or cash flows of Friends Outside in Los Angeles
County.

Note B — Amounts Provided to Subrecipients
Of the federal expenditures presented in the accompanying schedule of expenditures of federal awards, the
Organization provided federal awards to subrecipients as follows:

Federal Grantor / Program Title Federal Number Amount

Department of Health and Human Services
Healthy Marriage Promotion and Responsible Fatherhood Grants 93.086 $ 125,142

Note C — Summary of Significant Accounting Policies

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, wherein certain types of
expenditures are not allowable or are limited as to reimbursement.

Note D - Indirect Cost Rate
Friends Outside in Los Angeles County has elected to use the 10% de minimis indirect cost rate allowed
under the Uniform Guidance.
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ELITE
TAX AND
ACCOUNTING

TAX * ACCOUNTING * FINANCIAL SERVICES

Your Prosperity is Our Priority.®

INDEPENDENT AUDITOR’S 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

To the Board of Directors of
Friends Outside in Los Angeles County
Pasadena, California

We have audited, in accordance with the 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 Friends Outside in Los Angeles County (a
nonprofit corporation), which comprise the statement of financial position as of June 30, 2025, and the related
statements of activities, 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 March 23, 2026.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Friends Outside in Los Angeles
County’s internal control over financial reporting (internal control) to determine the 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 Friends Outside in Los Angeles County’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Friends
Outside in Los Angeles County’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 entity’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 over financial reporting 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 over financing that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

-21 -



Compliance and Other Matters

As part of obtaining reasonable assurance about whether Friends Outside in Los Angeles County’s financial
statements are free of 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 determination of financial statement amounts. 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 Friends Outside in Los Angeles
County’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 Friends Outside in Los Angeles County’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

BA o
William Harris, CPA
License Number #103005

Arcadia, California
March 23, 2026
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NELITE
TAX AND
ACCOUNTING

TAX * ACCOUNTING * FINANCIAL SERVICES

Your Prosperity is OQur Priority.®

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM AND REPORT ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors of
Friends Outside in Los Angeles County
Pasadena, California

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited Friends Outside in Los Angeles County’s compliance with the types of compliance requirements
identified as subject to audit in the OMB Compliance Supplement that could have a direct and material effect on each
of Friends Outside In Los Angeles County’s major federal programs for the year ended June 30, 2025. Friends
Outside in Los Angeles County’s major federal programs are identified in the summary of auditor’s results section of
the accompanying schedule of findings and questioned costs.

In our opinion, Friends Outside in Los Angeles County complied, in all material respects, with the 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, 2025.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States
of America (GAAS); the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States (Government Auditing Standards); and the audit requirements of Title
2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Our responsibilities under those standards and the Uniform
Guidance are further described in the Auditor's Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of Friends Outside in Los Angeles County and to meet our other ethical
responsibilities, in accordance with relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each
major federal program. Our audit does not provide a legal determination of Friends Outside in Los Angeles County’s
compliance with the compliance requirements referred to above.
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Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of laws, statutes,
regulations, rules and provisions of contracts or grant agreements applicable to Friends Outside in Los Angeles
County’s federal programs.

Auditor’s Responsibility for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance
requirements referred to above occurred, whether due to fraud or error, and express an opinion on Friends Outside in
Los Angeles County’s compliance based on our audit. Reasonable assurance is a high level of assurance but is not
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS, Government
Auditing Standards, and the Uniform Guidance will always detect material noncompliance when it exists. The risk of
not detecting material noncompliance resulting from fraud is higher than that resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Noncompliance with the compliance requirements referred to above is considered material, if there is a substantial
likelihood that, individually or in the aggregate, it would influence the judgment made by a reasonable user of the
report on compliance about Friends Outside in Los Angeles County’s compliance with the requirements of each major
federal program as a whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform Guidance, we:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify and assess the risks of material noncompliance, whether due to fraud or error, and design and
perform audit procedures responsive to those risks. Such procedures include examining, on a test basis,
evidence regarding Friends Outside in Los Angeles County’s compliance with the compliance requirements
referred to above and performing such other procedures as we considered necessary in the circumstances.

e Obtain an understanding of Friends Outside in Los Angeles County’s internal control over compliance
relevant to the audit in order to design audit procedures that are appropriate in the circumstances 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 Friends Outside in Los Angeles County’s internal
control over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and any significant deficiencies and material weaknesses in internal control over
compliance that we identified during the audit.

Report on Internal Control Over Compliance

Our consideration of internal control over compliance was for the limited purpose described in the Auditor's
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in internal
control over compliance. Given these limitations, during our audit, we did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses, as defined above. However, material
weaknesses or significant deficiencies in internal control over compliance may exist that were not identified.
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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 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 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 audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, no such opinion is expressed. Government Auditing Standards requires the auditor to
perform limited procedures on Friends Outside in Los Angeles County’s response to the internal control over
compliance findings identified in our audit described in the accompanying schedule of findings and questioned costs.
Friends Outside in Los Angeles County’s response was not subjected to the other auditing procedures applied in the
audit of compliance and, accordingly, we express no opinion on the response.

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.

BA T
William Harris, CPA
License Number #103005

Arcadia, California
March 23, 2026
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FRIENDS OUTSIDE IN LOS ANGELES COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2025

Section | - Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued:

Internal control over financial reporting
Material weakness(es) identified?

Significant deficiency(ies) identified that are
not considered to be material weakness(es)

Noncompliance material to financial statements
noted?

Federal Awards

Type of auditor’s report issued on compliance
for major programs:

Internal control over major programs:
Material weakness(es) identified?

Significant deficiency(ies) identified that are
not considered to be material weakness(es)

Any audit finding disclosed that are required to
be reported in accordance with 2 CFR Section
200.51(a)?

Identification of major programs:

CFDA Number(s)

Unmodified

[ Tyes[x]no

[ ]yes[x]none reported

[ Tyes[x]no

Unmodified

[ Tyes[x]no

[ ]yes[x]none reported

[ lyes[x]no

Name of Federal Program or Cluster

93.086 Healthy Marriage Promotion and Responsible Fatherhood Grant
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FRIENDS OUTSIDE IN LOS ANGELES COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2025

Section | - Summary of Auditor’s Results (Continued)

Dollar threshold used to distinguish between
Type A and Type B programs: $750,000

Auditee qualified as low-risk auditee? [ x ]yes [ ]no

Section Il - Findings - Financial Statements

None for the current audit period.

Section lll - Major Findings and Questioned Costs — Federal Awards Program Audit

None for the current audit period.

Section IV - Summary Schedule of Prior Year Findings

None for the year ended June 30, 2024.
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