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Independent Auditors’ Report

The Board of Directors
Portland Opportunities Industrialization Center, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of Portland Opportunities Industrialization
Center, Inc. (the Organization), which comprise the statement of financial position as of June 30, 2020,
and the related statements of activities, functional expenses, and cash flows for the year then ended, and
the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

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 auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

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



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Portland Opportunities Industrialization Center, Inc. of June 30, 2020, and the
changes in its net assets and its cash flows for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Emphasis of Matters
New Accounting Standard

As discussed in Note 2 to the financial statements, the Organization adopted Accounting Standards
Update 2018-08, Not-for-Profit Entities (Topic 958): Clarifying the Scope and Accounting Guidance for
Contributions Received and Contributions Made. Our opinion is not modified with respect to this matter.

Correction of Errors

As discussed in Note 12 to the financial statements, the Organization determined that certain leasing
transactions had not been accounted for properly. Accordingly, net assets at June 30, 2019, have been
restated in the accompanying financial statements to correct the errors. Our opinion is not modified with
respect to this matter.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 17,
2021, 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, and grant agreements and other
matters. The purpose of that report is solely 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
effectiveness of the Organization’s internal control over financial reporting or on compliance. That report
is an integral 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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PORTLAND OPPORTUNITIES INDUSTRIALIZATION CENTER, INC.

Statement of Financial Position

June 30, 2020

ASSETS

Current assets:
Cash and cash equivalents
Grants and contracts receivable
Contribution receivable
Prepaid expenses

Total current assets

Deposits
Property and equipment - net (Notes 3, 5, and 10)

Total assets

LIABILITIES AND NET ASSETS (DEFICIT)
Current liabilities:
Accounts payable
Accrued payroll and related liabilities

Due to OIC of America
Current portion of long-term debt (Note 5)

Total current liabilities
Deferred rent and lease incentive (Note 10)

Paycheck Protection Program loan (Note 4)
Long-term debt, net of current portion (Note 5)

Total liabilities
Commitments and contingencies (Notes 6, 9, 10, and 11)
Net assets (deficit):

Without donor restrictions

With donor restrictions (Note 7)

Total net assets

Total liabilities and net assets

$1,796,566
1,008,069
50,000
23.415

—_—

2,878,050

30,187
620,226

—_——

—$3.528.463

$ 200,524
786,116
26,050
23,823

—_—

1,036,513

199,315
1,371,016
802,091

—_—

3,408,935

(157,158)
276,686

—_—

119.528

—$3.528.463

The accompanying notes are an integral part of the financial statements.
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PORTLAND OPPORTUNITIES INDUSTRIALIZATION CENTER, INC.

Statement of Activities

Year Ended June 30, 2020

Changes in net assets without donor restrictions:
Revenue and other support:
Grants and contracts revenue (Note 11)
Foundation grants
Contributions
Fundraising event revenue
In-kind contributions
Miscellaneous
Net assets released from restriction (Note 7)

Total revenue and other support
Expenses:
Program services:
Education
Youth and family services
Employment and training
Community outreach
Total program services
Supporting services:
General and administrative
Fundraising
Total supporting services
Total expenses

Decrease in net assets without donor restrictions

Changes in net assets with donor restrictions:
Foundation grants

Net assets released from restriction (Note 7)

Increase in net assets with donor restrictions

Increase in net assets

Net assets, beginning of year (Note 12)

Net assets, end of year

$8,955,310
148,341
615,594
342,025
26,000
78,638
143,089

—_——

10,308,997

3,747,724
2,109,129
1,548,405

778,113

—_—

8,183,371

1,709,659
448911

—_—

2,158,570

—_—

10,341,941

(32,944)

240,000
(143.089)

96.911
63,967
55,561

—_—

S _119.528

The accompanying notes are an integral part of the financial statements.
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PORTLAND OPPORTUNITIES INDUSTRIALIZATION CENTER, INC.

Statement of Functional Expenses

Year Ended June 30, 2020

Salaries and related expenses
Professional services

Client assistance

Occupancy

Program activities and supplies
Travel and lodging

Office expenses

Fundraising event expenses
School lunch program
Transportation

Interest

Information technology
Insurance

Staff development

In-kind donations
Scholarships and donations
Depreciation and amortization
Miscellaneous

Total expenses

Youth and  Employment and Community General and

Education Family Services Training Outreach Administrative = Fundraising Total
$ 2,889,630 $ 1,492,042 $ 1,170,426 $ 643,118 $ 1255701 $ 241,224 $ 7,692,141
105,153 92,932 55,835 31,063 189,153 104,776 578,912
17,982 160,875 74,405 1,928 446 - 255,636
340,154 123,479 115,730 50,698 104,638 12,479 747,178
55,173 61,802 28,401 2,474 4,407 2,336 154,593
- 6,515 11,038 - 19,459 1,013 38,025
47,439 27,932 18,674 11,448 29,893 11,589 146,975
- - - - - 58,432 58,432
103,955 - - - - - 103,955
2,077 40,252 18,626 17,980 4,790 1,081 84,806
23,798 10,485 7,264 4,001 10,965 1,139 57,652
33,684 7,500 12,288 3,324 15,732 4,520 77,048
11,134 6,045 4,018 2,262 4,801 602 28,862
5,501 12,217 3,737 376 8,424 1,128 31,383
- 26,000 - - - - 26,000
23,804 - - - - - 23,804
51,448 17,580 17,592 7,373 4,105 2,140 100,238
36,792 23,473 10,371 2,068 57,145 6,452 136,301
$ 3,747,724 § 2,109,129 § 1,548405 § 778,113 $ 1,709,659 § 448,911 §$ 10,341,941

The accompanying notes are an integral part of the financial statements.



PORTLAND OPPORTUNITIES INDUSTRIALIZATION CENTER, INC.

Statement of Cash Flows

Year Ended June 30, 2020

Cash flows from operating activities:
Cash receipts:
Grants and contracts
Foundation grants
Contributions
Fundraising event
Other

Cash disbursements:
Salaries and related expenses
Interest
Other expenses

Net cash provided by operating activities

Cash flows from financing activities:
Payment on line of credit
Proceeds from Paycheck Protection Program loan
Principal payments on long-term debt

Net cash provided by financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

$9,537,985
388,341
659,587
342,025
76,237

—_——

11,004,175

(7,594.286)
(54,083)
(2,807.,729)

(10,456,098)
548,077

(290,000)
1,368,728

(20,332)
1.058.396
1,606,473

190,093

—_——

3 1.796.566

The accompanying notes are an integral part of the financial statements.
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PORTLAND OPPORTUNITIES INDUSTRIALIZATION CENTER, INC.

Notes to Financial Statements

Nature of Activities

Organization - Portland Opportunities Industrialization Center, Inc. (the Organization) was
incorporated in the State of Oregon under the provisions of the Oregon Nonprofit Corporation Act.
The Organization is part of an international network of community based centers which provide
education, training and job placement services to disconnected people. The Organization’s focus is
to serve youth ages 14-25 through Rosemary Anderson High School (RAHS), which is accredited by
the Northwest Association of Accredited Schools and provides employment training and leadership
programs.

The Organization provides the following program services:
Education:

Rosemary Anderson High School (RAHS) - RAHS is a private alternative high school providing
accredited educational opportunities to students unable to succeed in a traditional school
environment. RAHS campuses in North Portland and East Multnomah County offer high school
diploma and General Equivalency Degree (GED) courses.

After School Program - The Organization provides RAHS students a safe after-school
environment and facilitate tutoring, academic support, leadership experience, arts enrichment, and
community service opportunities.

Transitions - The Organization provides RAHS seniors and graduates through age 25 with post-
graduation support to promote success in college enrollment and retention, job search and
retention, crisis management and self-sufficiency.

Young Parent Program - The Organization utilizes an evidence-based curriculum and year-round
pro-social activities to pregnant and parenting youth through age 25 in order to develop parenting
skills and healthy parent-child relationships.

Youth and Family Services:

Community Healing Initiative - The Organization provides case management, counseling, and
healing therapy services for families of youth currently or recently involved in the juvenile or
criminal justice system.

Mentoring - A volunteer program utilizing best practice methods to create strong relationships
between adult mentors and RAHS youth mentees and to engage youth in community-based
activities alongside a positive adult influence.



PORTLAND OPPORTUNITIES INDUSTRIALIZATION CENTER, INC.

Notes to Financial Statements - Continued

1. Nature of Activities - Continued
Youth and Family Services - Continued:

Youth and Community Grant - A community-based grant designed to assist existing efforts in
improving education and workforce success for youth who are disconnected from, or are at risk of
disconnecting from the education system and labor market. The target population of this grant are
Opportunity and Priority Youth. Opportunity and Priority Youth are youth age 16 and older who
are disconnected from the education system and the labor market.

Workforce and Innovation Grant - An innovative and sustainable effort that improves education
and/or workforce success for youth ages 6-24, with an emphasis on youth ages 14-24 who are
disconnected from school and/or work. This is intended to support programming that includes
educational re-engagement, career connected learning, post-secondary access, and support services
to ensure stability and success for youth facing significant barriers to education and employment.

Employment and Training:

Work Opportunity Training (WOT) - The Organization provides flexible employment preparation
and career exposure opportunities designed to increase youth economic self-sufficiency through
career exploration, gaining financial literacy, resume and interview preparation, job referrals, and
internships.

Career Prep - In partnership with Worksystems, Inc., the Organization unites local businesses and
professionals to provide employment and finance training, career coaching and planning, and real
work experience for youth through age 25.

Leadership - A collection of opportunities for RAHS students to increase self-confidence and
develop communication, organization, and conflict resolution skills through exercises in self-
reflection and taking on educator and leadership roles with peer and non-peer groups.

Community Outreach:

Street Level Gang Outreach - A partnership between the Organization and the cities of Portland
and Gresham which deploys outreach workers to neighborhoods across Multnomah County with
the goal of preventing youth violence and connecting gang-impacted youth with positive
alternatives.



PORTLAND OPPORTUNITIES INDUSTRIALIZATION CENTER, INC.

Notes to Financial Statements - Continued

Summary of Significant Accounting Policies

The significant accounting policies followed by the Organization are described below to enhance the
usefulness of the financial statements to the reader.

Basis of Presentation - Net assets and all balances and transactions are presented based on the
existence or absence of donor-imposed restrictions. Accordingly, the net assets of the Organization
and changes therein are classified and reported 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 the Organization.
The Board of Directors of the Organization may designate certain net assets without donor
restrictions for specific purposes.

Net assets with donor restrictions - Net assets subject to donor-imposed restrictions, which are
temporary in nature; those restrictions will be met by actions of the Organization, or by the
passage of time.

Expenses are reported as decreases in net assets without donor restrictions. Gains and losses are
reported as increases or decreases in net assets without donor restrictions unless their use is restricted
by explicit donor stipulation or by law. Expirations of net assets with donor restrictions (i.e., the
donor-stipulated purpose has been fulfilled and/or the stipulated time period has elapsed) are
reported as net assets released from restrictions.

Basis of Accounting - The accompanying financial statements have been prepared using the accrual
basis of accounting in accordance with accounting principles generally accepted in the United States
of America (GAAP).

Use of Estimates - The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements.
Estimates also affect the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from these estimates. Estimates are used in the financial statements for,
among other things, depreciation and amortization expense (based on the estimated useful lives of
the underlying assets) and the functional allocation of expenses.

Cash and Cash Equivalents - The Organization considers all highly liquid debt instruments with a
maturity of 3 months or less to be cash equivalents.

Financial Instruments with Concentrations of Credit Risk - Financial instruments that potentially
subject the Organization to concentrations of credit risk consist primarily of cash and cash
equivalents, grants and contracts receivable, the contribution receivable. On occasion throughout the
year, cash and cash equivalent balances exceeded amounts insured by the Federal Deposit Insurance
Corporation (FDIC). A majority of the Organization’s grants and contracts receivable are due from
local government agencies and school districts and not considered a significant credit risk by
management. At June 30, 2020, contributions receivable was due from one donor.
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PORTLAND OPPORTUNITIES INDUSTRIALIZATION CENTER, INC.

Notes to Financial Statements - Continued

Summary of Significant Accounting Policies - Continued

Grants and Contracts Revenue - The Organization receives revenue from grants and contracts,
which are conditioned upon certain performance barriers and/or the incurrence of allowable
qualifying expenses. Amounts received are recognized as revenue when the Organization has
satisfied the barriers and/or incurred expenditures in compliance with specific grant or contract
provisions. Amounts received prior to satisfaction of any donor imposed conditions are reported as
refundable advances in the statement of financial position. The Organization has received
conditional, cost-reimbursable grants of approximately $8.5 million that have not been recognized in
the statement of activities for the year ended June 30, 2020, because qualifying expenditures have
not yet been incurred.

Contribution Recognition - The Organization recognizes contributions (including foundation
grants) when cash, securities, or other assets or an unconditional promise to give is received.
Conditional promises to give, those with a measurable performance or other barrier and a right of
return, are not recognized until the conditions on which they depend are met. The Organization has
received conditional foundation grants of $225,000 that have not been recognized in the statement of
activities for the year ended June 30, 2020, because certain performance barriers were not yet met.

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 statement of activities as net assets released from restrictions.

Contributions of assets other than cash are recorded at their estimated fair value. Contributions to be
received after one year are discounted, when material, at an appropriate rate commensurate with the
risks involved. Amortization of the discount is recorded as additional contribution revenue in
accordance with donor imposed restrictions, if any, on the contributions. Management estimates an
allowance for uncollectible contributions receivable based on past collection history and evaluation
of specific contributions. At June 30, 2020, contributions receivable were due within one year and
management determined an allowance for uncollectible amounts was not necessary.

The Organization reports contributions of capital assets and cash or other assets to be used to acquire
capital assets as support without donor restrictions unless explicit donor stipulations specify how the
donated assets must be used. Gifts of capital assets with explicit restrictions that specify how the
assets are to be used, and gifts of cash or other assets that must be used to acquire capital assets are
reported as restricted support. Absent explicit donor stipulations about how long those capital assets
must be maintained, the Organization reports expirations of donor restrictions when the donated or
acquired capital assets are placed in service.
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PORTLAND OPPORTUNITIES INDUSTRIALIZATION CENTER, INC.

Notes to Financial Statements - Continued

Summary of Significant Accounting Policies - Continued

In-Kind Contributions - The Organization receives contributions of food and supplies. These
contributions are reflected as in-kind contributions with offsetting expenses at their estimated fair
market values.

Donated services are recognized as contributions 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. Volunteers assisted in program activities and provided
other supporting efforts throughout the year. However, the value of these services was not
recognized as contributions in the financial statements since the recognition criteria were not met.
In-kind contributions of equipment are recorded where there is an objective basis upon which to
value these contributions and where the contributions are an essential part of the Organization’s
activities.

Property and Equipment - The Organization follows the practice of capitalizing, at cost, all
expenditures for property and equipment in excess of $1,800. Depreciation and amortization is
computed using the straight-line method over the estimated useful lives of the assets, which range
between 3 and thirty years.

Debt Issuance Costs - Debt issuance costs are recorded at cost and are amortized using the straight-
line method over the life of the loan and netted against long-term debt. Amortization of the debt
issuance costs are included with interest expense.

Functional Allocation of Expenses - Costs of providing various programs and other activities have
been summarized on a functional basis in the accompanying statements of activities. Accordingly,
certain costs have been allocated among the programs and supporting services benefited.

The statement of functional expenses report certain categories of expenses that are attributable to
more than one program and supporting service function. Therefore, these expenses require
allocation on a reasonable basis that is consistently applied. The primary expenses that require
allocation are salaries and related expenses, which is allocated on the basis of estimates of time and
effort, and occupancy and depreciation and amortization expenses, which are allocated based on the
estimated use of the underlying leased or owned property.

Income Taxes - Income taxes are not provided for in the financial statements since the Organization
is exempt from federal and state income taxes under Section 501(c)(3) of the Internal Revenue Code
and similar state provisions. The Organization is not classified as a private foundation.

Management of the Organization does not believe they have taken any uncertain tax positions. The
Organization has not paid any penalties or interest related to its tax positions, and if any were paid,

those amounts would be included in miscellaneous expense. The Organization is subject to routine
audits by taxing jurisdictions; however there are currently no audits for any tax periods in progress.
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PORTLAND OPPORTUNITIES INDUSTRIALIZATION CENTER, INC.

Notes to Financial Statements - Continued

Summary of Significant Accounting Policies - Continued

New Accounting Standard - The Organization adopted Accounting Standard Update (ASU)
2018-08, Not-for-Profit Entities (Topic 958): Clarifying the Scope and the Accounting Guidance for
Contributions Received and Contributions Made. This standard assists entities in evaluating whether
transactions should be accounted for as contributions or exchange transactions and determining
whether a contribution is conditional. The Organization implemented the provisions of ASU 2018-
08 applicable to contributions received in the accompanying financial statements under a modified
prospective basis. Accordingly, there is no effect on net assets in the Organization’s implementation
of ASU 2018-08.

Recent Accounting Pronouncements - In May 2014, the Financial Accounting Standards Board
issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606), which requires an entity
to recognize the amount of revenue to which it expects to be entitled for the transfer of promised
goods or services to customers. ASU 2014-09 will replace most existing revenue recognition
guidance under GAAP when it becomes effective. The standard permits the use of either the
retrospective or cumulative effect transition method, and will be effective for annual reporting
periods beginning after December 15, 2019. The Organization is evaluating the impact that ASU
2014-09 will have on its financial statements and related disclosures. The Organization has not yet
selected a transition method, nor has it determined the effect of the standard on its ongoing financial
reporting.

In February 2016, FASB issued ASU 2016-02, Leases (Topic 842). This ASU, among other things,
will require lessees to recognize a lease liability, which is a lessee’s obligation to make lease
payments arising from a lease, measured on a discounted basis, and a right-of-use asset, which
represents the lessee’s right to use, or control the use of, a specified asset for the lease term. ASU
2016-02 is effective for the Organization on July 1, 2022. The Organization is evaluating the
potential impact of this ASU on the Organization’s financial statements.
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PORTLAND OPPORTUNITIES INDUSTRIALIZATION CENTER, INC.

Notes to Financial Statements - Continued

3. Property and Equipment - Net

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

Land $ 10,665
Building 66,787
Building improvements 1,377,807
Leasehold improvements 223,385
Equipment and furniture 364,012
Vehicles 46,147
2,088,803
Less accumulated depreciation and amortization (1.468.577)
Net property and equipment $ 620.226

4. Paycheck Protection Program Loan

In April 2020, the Organization received loan proceeds in the amount of 1,368,728 from Pacific
West Bank under the Paycheck Protection Program (PPP). The PPP, established as part of the
Coronavirus Aid, Relief, and Economic Security Act (CARES Act) provides for full or partial loan
forgiveness if loan proceeds are used for qualifying expenses and certain other conditions are
satisfied.

While the Organization intends to use the proceeds for purposes consistent with the PPP and will
therefore qualify for loan forgiveness, the Organization has elected to account for the loan as long-
term debt under GAAP. The PPP loan bears interest at 1 percent per annum, and loan payments are
deferred until August 2021, which is 10 months following the end of the applicable forgiveness
period. As such, the PPP loan, and accrued interest of $2,288, have been presented as a long-term
liability in the accompanying statement of financial position. Any amount of the PPP loan that is not
forgiven will be repayable ratably over a two-year period beginning August 2021.
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PORTLAND OPPORTUNITIES INDUSTRIALIZATION CENTER, INC.

Notes to Financial Statements - Continued

Long-Term Debt

The Organization’s long-term debt consists of the following at June 30, 2020:

Note payable to Bank of the West in monthly installments
of $4,959 including interest at 4.35 percent per annum
through March 2027, and a balloon payment due April 2027,
the maturity date of the note. The note is secured by
real property located in Portland, Oregon, with a carrying

value of $442,835. § 834,669
Less unamortized debt issuance costs (8.755)
825,914
Less current portion (23.823)
Long-term portion $ 802,091

Future principal payments on the note is as follows at June 30, 2020:

Years Ending
June 30, Amount
2021 $ 23823
2022 24,881
2023 25,985
2024 27,138
2025 28,342
Thereafter 704,500
$ 834669
Line of Credit

The Organization has a $300,000 line of credit with Bank of the West, secured by substantially all
assets of the Organization, and due upon the bank’s demand. The line of credit bears interest at the
bank’s prime rate plus 0.7 percent per annum, with an interest rate floor of 4 percent (4 percent at
June 30, 2020). There was no balance outstanding on the line of credit at June 30, 2020.
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PORTLAND OPPORTUNITIES INDUSTRIALIZATION CENTER, INC.

Notes to Financial Statements - Continued

7. Net Assets With Donor Restrictions

Net assets with donor restrictions are available for the following purposes at June 30, 2020:

Scholarships $ 61,686
Fiscal office improvements 125,000
Mental health programs 40,000

For use in future periods 50,000

$ 276.686

During the year ended June 30, 2020, net assets with donor restrictions of $143,089 were released
from restrictions due to specific program accomplishments of the Organization or the passage of
time.

8. Liquidity and Availability of Resources

The Organization’s financial assets available for general expenditure within one year of the
statement of financial position date consist of the following at June 30, 2020:

Cash and cash equivalents $1,796,566
Grants and contracts receivable 1,008,069

Contribution receivable 50,000

Total financial assets available within one year 2,854,635

Less amounts unavailable for general expenditures
within one year:

Net assets with donor restrictions (276,686)

Total financial assets available to management for
general expenditure within one year $2.577.949

The Organization maintains a policy of structuring its financial assets to be available as its general
expenditures, liabilities, and other obligations become due. In addition, the Organization has access
to a $300,000 line of credit (Note 6) to help manage unanticipated liquidity needs.

9. Retirement Plan
The Organization has a qualified defined contribution plan with a 403(b) provision, which covers
substantially all employees over the age of 21 who have completed 1,000 hours of service.

Contributions to the retirement plan are discretionary and totaled $239,458 for the year ended
June 30, 2020.
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PORTLAND OPPORTUNITIES INDUSTRIALIZATION CENTER, INC.

Notes to Financial Statements - Continued

10. Operating Lease Commitments

The Organization leases building space at multiple locations in Portland, Oregon under
noncancelable operating leases expiring through 2027.

Certain leases include monthly rent increases over their term. The Organization records rent expense
over the lease term on a straight-line basis. Accordingly, the Organization recognizes a deferred rent
liability to the extent that the straight-line recognition of rent expense exceeds required rental
payments. Deferred rents are reduced when rent payments exceed the recognized amount of
expense. At June 30, 2020, the deferred rent liability totaled $50,392.

One of the lease agreements provided a tenant improvement allowance of $223,385. The lease
agreement states that if the Organization terminates the lease before the expiration date, then the
Organization would have to pay the landlord the unamortized balance of the tenant improvement
allowance and a pro-rated amount the landlord paid for its leasing commission.

The tenant improvement allowance was used for leasehold improvements, which were capitalized
and included in property and equipment. The leasing commission is included as a component of
deposits and other assets on the accompanying statement of financial position. At June 30, 2020,
lease incentive liability associated with the tenant improvement allowance totaled $148,923. The
liability is being amortized over the term of the lease as a reduction to rent expense.

Minimum payments remaining under the noncancelable leases are as follows at June 30, 2020:

Years Ending
June 30, Amount

2021 $ 398,270
2022 380,008
2023 343,146
2024 325,806
2025 279,202
Thereafter 598,199
2.324.631

Rent expense for the year ended June 30, 2020, totaled $500,146.
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PORTLAND OPPORTUNITIES INDUSTRIALIZATION CENTER, INC.

Notes to Financial Statements - Continued

11. Grants and Contracts Revenue

A summary of the Organization’s grants and contracts revenue is as follows for the year ended
June 30, 2020:

Portland Public Schools $3,297,390
Multnomah County 1,508,869
Worksystems, Inc. 562,544
OIC of America 533,515
Gresham-Barlow School District 523,566
Centennial School District 481,531
City of Portland 404,922
State of Oregon 275,351
Portland Children’s Levy 255,080
Self Enhancement, Inc. 185,625
David Douglas School District 179,110
Reynolds School District 174,518
City of Gresham 160,525
Other sources 412,764
_$8.955.310

Grants and contracts revenue received from various contracting agencies are subject to audit and
potential adjustment by the contracting agencies. Any disallowed claims, including amounts already
collected, would become a liability of the Organization if so determined in the future.
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PORTLAND OPPORTUNITIES INDUSTRIALIZATION CENTER, INC.

Notes to Financial Statements - Continued

12. Prior Period Adjustments

13.

14.

During the year ended June 30, 2020, management determined the Organization had not properly
accounted for lease incentives received upon execution of an operating lease, nor had the
Organization properly accounted for leases containing escalation clauses. The Organization also
discovered that certain lease deposits had been expensed when paid rather than be recognized as an
asset on the statement of financial position. Accordingly, total net assets at June 30, 2019, as
previously reported have been restated as follows.

Net assets at June 30, 2019, as previously reported $ 83,103

Prior period adjustments:
To capitalize leasehold improvements provided

as an incentive, net of accumulated amortization 169,703
To record deferred lease incentive (169,703)
To record deferred rent liability for leases
containing escalation clauses (39,391)
To recognize lease deposits previously
charged to expense 11,849
Net assets at June 30, 2019, as restated $ 55561

The change in total net assets for the year ended June 30, 2019, would have decreased by $14,581,
had the aforementioned adjustments been recorded as of and for the year ended June 30, 2019.

Uncertainty Related to COVID-19 Pandemic

Since March 2020, financial markets and economic conditions in general have undergone a
significant negative impact as a result of the COVID-19 health crisis. The extent of the impact of
COVID-19 on the Organization’s operational and financial performance will depend on certain
developments, including the duration and spread of the outbreak, and the related impact on funding
sources, donors, program participants, employees, and vendors, all of which are uncertain and cannot
be predicted. As such, the extent to which COVID-19 may impact the Organization’s future
financial position and results of operations cannot be reasonably estimated at this time.

Subsequent Events

Subsequent events have been evaluated through February 17, 2021, the date the financial statements
were available to be issued.
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