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INDEPENDENT AUDITOR’S REPORT 

Board of Directors 
Foundation for California Community Colleges 
Sacramento, California 

Report on the Financial Statements 

We have audited the accompanying financial statements of Foundation for California Community 
Colleges (Foundation), which comprise the statements of financial position as of June 30, 2019 and 2018, 
and the related statements of activities, functional expenses and of cash flows 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. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We 
conducted our audits 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 audits 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 auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Foundation for California Community Colleges as of June 30, 2019 and 2018, 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 Matters 

Other 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 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 information is 
fairly stated, in all material respects, in relation to the financial statements as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated September 24, 
2019, on our consideration of the Foundation’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 reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the Foundation’s internal control over 
financial reporting and compliance. 
 
 
 
 
GILBERT CPAs 
Sacramento, California 

September 24, 2019 



2019 2018
ASSETS

CURRENT ASSETS:
Cash and cash equivalents 19,412,610$      15,992,991$      
Accounts receivable 10,022,901        6,812,569          
Current portion of grants receivable 3,413,150          2,789,049          
Prepaid expenses and other assets 302,116             633,107             

Total current assets 33,150,777        26,227,716        

NONCURRENT ASSETS:
Investments 58,895,016        58,446,277        
Investments held on behalf of others 36,141,113        36,311,414        
Grants receivable 575,000             319,000             
Property and equipment, net 1,487,567          1,696,441          
Deposits 35,842             32,578              

Total noncurrent assets 97,134,538        96,805,710        

TOTAL ASSETS 130,285,315$    123,033,426$    

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Accounts payable 2,825,761$        2,300,501$        
Accrued expenses 2,108,270          1,381,609          
Scholarships payable 2,238,800          2,218,335          
Grants payable 377,758             
Current portion of deferred revenue 4,810,739          3,713,179          
Funds held on behalf of others 77,696               81,070               

Total current liabilities 12,439,024        9,694,694          

NONCURRENT LIABILITIES:
Deferred revenue 6,141,739          5,689,489          
Investments held on behalf of others 36,141,113        36,311,414        

Total noncurrent liabilities 42,282,852        42,000,903        

TOTAL LIABILITIES 54,721,876        51,695,597        

NET ASSETS:
Without donor restrictions 7,436,699          5,709,679          
With donor restrictions 68,126,740        65,628,150        

Total net assets 75,563,439        71,337,829        

TOTAL LIABILITIES AND NET ASSETS 130,285,315$    123,033,426$    

FOUNDATION FOR CALIFORNIA COMMUNITY COLLEGES

STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2019 AND 2018

The accompanying notes are an integral part of these financial statements. 3



Without Donor 
Restrictions

With Donor 
Restrictions Total

REVENUES, SUPPORT AND INCOME:
Contracts and fees for service 45,324,748$      45,324,748$      
Philanthropic contributions 86,164               12,914,105$      13,000,269        
Investment income 198,822             3,197,525          3,396,347          
Net assets released from restrictions 13,613,040        (13,613,040)                                

Total revenues 59,222,774        2,498,590          61,721,364        

EXPENSES:
Program services:

Workforce Development 16,699,458        16,699,458        
Student Success 15,780,895                                  15,780,895        
Community Impact 6,579,288          6,579,288          
System Support and Services 5,732,345                                    5,732,345          
Equity 2,776,656          2,776,656          
CollegeBuys 1,851,136                                    1,851,136          

Total program services 49,419,778                                  49,419,778        
Supporting services:

General and administrative 7,962,760                                    7,962,760          
Fundraising expenses 113,216                                    113,216            

Total supporting services 8,075,976                                 8,075,976          

Total expenses 57,495,754                               57,495,754        

INCREASE IN NET ASSETS 1,727,020          2,498,590          4,225,610          

NET ASSETS, Beginning of Year 5,709,679          65,628,150        71,337,829        

NET ASSETS, End of Year 7,436,699$        68,126,740$      75,563,439$      

FOUNDATION FOR CALIFORNIA COMMUNITY COLLEGES

STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2019

The accompanying notes are an integral part of these financial statements. 4



Without Donor 
Restrictions

With Donor 
Restrictions Total

REVENUES, SUPPORT AND INCOME:
Contracts and fees for service 30,683,535$      30,683,535$      
Philanthropic contributions 85,105               8,528,943$        8,614,048          
Investment income 14,819               3,619,644          3,634,463          
Net assets released from restrictions 10,282,702        (10,282,702)                                

Total revenues 41,066,161        1,865,885          42,932,046        

EXPENSES:
Program services:

Workforce Development 10,352,185                                  10,352,185        
Student Success 9,186,379          9,186,379          
Community Impact 5,934,510          5,934,510          
System Support and Services 3,917,619                                    3,917,619          
Equity 2,526,088          2,526,088          
CollegeBuys 2,030,355                                    2,030,355          

Total program services 33,947,136                                  33,947,136        
Supporting services:

General and administrative 6,226,210                                    6,226,210          
Fundraising expenses 127,933                                    127,933            

Total supporting services 6,354,143                                 6,354,143          

Total expenses 40,301,279                               40,301,279        

INCREASE IN NET ASSETS 764,882             1,865,885          2,630,767          

NET ASSETS, Beginning of Year 4,944,797          63,762,265        68,707,062        

NET ASSETS, End of Year 5,709,679$        65,628,150$      71,337,829$      

FOUNDATION FOR CALIFORNIA COMMUNITY COLLEGES

STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2018

The accompanying notes are an integral part of these financial statements. 5



System General
Workforce Student Community Support and and

Development Success Impact Services Equity CollegeBuys administrative Fundraising Total

Salaries and benefits 3,659,192$    5,263,838$    4,864,129$  1,397,554$  1,129,445$  428,405$     5,114,235$    113,216$     21,970,014$  
Professional services 4,325,469      7,700,002      154,809       673,947       367,958       12,900         1,034,824      14,269,909    
Work experience 
  wages and expenses 6,481,493      24,268           32,146         16,773         46,029         10,679         79,626           6,691,014      
Funds granted to 
  program partners 1,244,958      946,657                                                 586,233                                                                     2,777,848      
Scholarships & awards 15,000                                                     2,270,368    500                                  20,000           2,305,868      
Equipment and
  supplies 112,892         929,702         352,341       144,432       12,464         11,341         470,251         2,033,423      
Training & conferences 179,769         401,155         41,804         436,622       318,219       100,375       135,605         1,613,549      
Occupancy 143,321         73,188           488,389       420,029       33,141         23,123         396,391         1,577,582      
Travel 435,957         287,634         158,045       139,448       134,743       97,868         125,979         1,379,674      
Cost of goods sold                                                                                                         1,001,069                          1,001,069      
Office expenses 56,208           86,644           251,686       65,962         132,690       61,123         334,537         988,850         
Telecommunications 45,199           67,807           228,138       11,965         15,234         104,253       59,407           532,003         
Depreciation expense                                             7,801           155,245                                               191,905                             354,951         

Total expenses 16,699,458$  15,780,895$  6,579,288$  5,732,345$  2,776,656$  1,851,136$  7,962,760$    113,216$     57,495,754$  

STATEMENT OF FUNCTIONAL EXPENSES

FOUNDATION FOR CALIFORNIA COMMUNITY COLLEGES

YEAR ENDED JUNE 30, 2019

Program Services Supporting Services

       The accompanying notes are an integral part of these financial statements. 6      



System General
Workforce Student Community Support and and

Development Success Impact Services Equity CollegeBuys administrative Fundraising Total

Salaries and benefits 2,947,070$    3,698,225$    4,180,391$  707,472$     1,081,707$  477,692$     4,129,675$    121,653$     17,343,885$  
Professional services 1,886,067      3,660,525      50,791         338,328       241,619       62,369         579,156         6,280           6,825,135      
Work experience 
  wages and expenses 4,004,131      21,586           114,335       9,709           144              49,160           4,199,065      
Funds granted to 
  program partners 655,240         929,497         626,469                           2,211,206      
Scholarships & awards 2,229,203    21,000           2,250,203      
Equipment and
  supplies 73,882           56,300           376,160       46,692         4,313           2,971           295,003         855,321         
Training & conferences 164,729         366,026         35,236         349,946       272,208       91,192         163,226         1,442,563      
Occupancy 136,427         64,441           485,181       96,067         30,140         24,836         293,848         1,130,940      
Travel 358,417         243,727         149,338       66,519         118,292       72,095         204,317         1,212,705      
Cost of goods sold 1,190,916    1,190,916      
Office expenses 80,383           93,245           295,819       38,192         125,428       36,285         273,371         942,723         
Telecommunications 45,839           52,807           226,356       8,770           16,203         71,854         65,763           487,592         
Depreciation expense                                             20,903         36,430                                                 151,692                             209,025         

Total expenses 10,352,185$  9,186,379$    5,934,510$  3,917,619$  2,526,088$  2,030,354$  6,226,211$    127,933$     40,301,279$  

FOUNDATION FOR CALIFORNIA COMMUNITY COLLEGES

STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED JUNE 30, 2018

Program Services Supporting Services

       The accompanying notes are an integral part of these financial statements. 7      



2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES:

Increase in net assets 4,225,610$        2,630,767$        
Reconciliation to net cash provided by

operating activities:
Net realized and unrealized gain on investments (1,903,458)        (2,662,152)        
Depreciation 354,951             209,025             
Loss on disposal of property and equipment 10,842                                         
Donor restricted contributions to be held in perpetuity (99,009)             (84,822)             
Changes in:

Accounts receivable (3,210,332)        67,670               
Grants receivable (880,101)           347,499             
Prepaid expenses and other assets 330,991             (73,302)             
Deposits (3,264)               234                    
Accounts payable 525,260             125,932             
Accrued expenses 726,661             227,695             
Scholarships payable 20,465               166,835             
Grants payable 377,758             
Deferred revenue 1,549,810          6,587,182          
Funds held on behalf of others (3,374)               (7,364)               

    Net cash provided by operating activities 2,022,810          7,535,199          

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of investments (1,393,078)        (1,042,314)        
Proceeds from sale of investments 2,847,797          2,986,769          
Purchases of property and equipment (156,919)           (1,248,987)        

    Net cash provided by investing activities 1,297,800          695,468             

CASH FLOWS FROM FINANCING ACTIVITIES:
Donor restricted contributions to be held in perpetuity 99,009               84,822               

NET INCREASE IN CASH AND CASH EQUIVALENTS 3,419,619          8,315,489          

CASH AND CASH EQUIVALENTS, Beginning of Year 15,992,991        7,677,502          

CASH AND CASH EQUIVALENTS, End of Year 19,412,610$      15,992,991$      

FOUNDATION FOR CALIFORNIA COMMUNITY COLLEGES

STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2019 AND 2018

The accompanying notes are an integral part of these financial statements. 8
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1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 

 The Foundation for California Community Colleges (Foundation) is a statewide nonprofit supporting 
the California Community College system. Incorporated in 1998, the Foundation serves as the 
official foundation to the California Community Colleges’ Board of Governors and the system-wide 
Chancellor’s Office and provides effective services and innovative solutions for the largest higher 
education system in the nation. The Foundation facilitates collaboration, accelerates innovation, and 
increases system-wide resources through a variety of ways, including entrepreneurial programs, 
grants and contracts, and philanthropy.  

The Foundation’s mission is to benefit, support, and enhance the missions of the California 
Community College system. Foundation programs reach all 115 California Community Colleges and 
73 districts, and are designed to benefit students, colleges, college foundations, and the system as a 
whole. 

 Basis of accounting and financial statement presentation – The financial statements are prepared 
on the accrual basis of accounting and in conformity with professional standards applicable to not-
for-profit entities. The Foundation reports information regarding its financial position and activities 
according to two classes of net assets: without donor restrictions and with donor restrictions. 

Revenue recognition – The Foundation generates revenue through contracts, fees for service, 
grants, and contributions.  Revenues fund a variety of programs and services that support key 
California Community College initiatives such as student success, workforce development, equity, 
and community impact. 

Contracts and fees for service 

Contracts are awarded and fees for service are earned from public agencies and education 
partners for the delivery of innovative programs and services that benefit students, colleges, and 
the system as a whole. Revenues from contracts and fees for service are recognized over the term 
of the project administered as work is performed and services are provided. Contracts with public 
agencies and education partners set out the terms, including the work plan and required services 
to be performed, total contract revenues, a cost budget, and other items. Amounts collected in 
advance of work performed or services provided are recorded as deferred revenue until earned.  

Philanthropic contributions 

The Foundation receives contributions from private foundations, organizations, corporations, and 
individuals. Some of these contributions are with donor restrictions; other contributions are 
received without donor restrictions and can be used for any Foundation purpose. Grants from 
private foundations are treated as contributions and recognized in full when received or 
unconditionally promised, in accordance with professional standards. Such contributions are 
initially reported as an increase in net assets with donor restrictions. When a restriction expires 
(generally as payments are made to fulfill the grantor-imposed purpose of the contribution), 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. See Note 6, Net Assets with 
Donor Restrictions for additional information related to the release of net assets with donor 
restrictions associated with the California Community Colleges Scholarship Endowment. 

 



FOUNDATION FOR CALIFORNIA COMMUNITY COLLEGES 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2019 AND 2018 

 

10 

Cash and cash equivalents – For financial statement purposes, the Foundation considers all 
investments with an initial maturity of three months or less to be cash equivalents, unless held for 
long-term purposes. 

The Foundation minimizes credit risk associated with cash by periodically evaluating the credit 
quality of its primary financial institution. The balance at times may exceed federally insured limits. 
The Foundation deposits held with financial institutions in excess of federal depository insurance 
limits were $20,852,470 and $16,601,702 as of June 30, 2019 and 2018, respectively.  The 
Foundation has not experienced any losses in such accounts and management believes the 
Foundation is not exposed to any significant credit risk related to cash. 

Accounts receivable are stated at the amount management expects to collect from outstanding 
balances. 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. Management believes that all accounts are collectible and no allowance is 
necessary. Accounts receivable includes amounts owed from government and fee for service 
contracts. 

Grants receivable consist of unconditional promises to give from private foundation grants. Long-
term grants receivable totaling $575,000 at June 30, 2019, are expected to be collected by July 2021. 
No discount was applied to long-term grants receivable as it was considered immaterial. 

Investments are stated at fair value. 

Investments held on behalf of others – The Foundation holds investments on behalf of various 
California Community Colleges for the purpose of generating investment income to fund 
scholarships for their students. These investments are co-invested with funds held by the Foundation 
and remain net assets held in perpetuity of the Colleges. Investments held on behalf of California 
Community Colleges totaled $32,170,249 and $32,382,642 at June 30, 2019 and 2018, respectively. 

In August 2015, the Foundation entered into an agreement with the Board of Governors of the 
California Community Colleges Chancellors Office to hold and take over the administration of the 
Real Estate Education Endowment, an endowment fund created for the purpose of providing 
scholarships to California Community College students pursuing education in the field of real estate. 
The Real Estate Education Endowment investments are co-invested with the funds held by the 
Foundation and remain the assets of the Board of Governors of the California Community Colleges 
Chancellors Office. Investments held by the Foundation for the Real Estate Education Endowment 
totaled $3,970,864 and $3,928,772 at June 30, 2019 and 2018, respectively. 

Funds held on behalf of others – The Foundation receives and disburses funds on behalf of an 
organization. The balance of these funds is included as a liability in the Foundation’s statements of 
financial position. 

Property and equipment is stated at cost or, if donated, at the estimated fair market value at the 
date of donation. The Foundation capitalizes all expenditures for property and equipment in excess 
of $5,000. Depreciation is computed using the straight-line method over estimated useful lives of 
individual assets ranging from three to seven years. Other costs associated with development 
projects are expensed when incurred.  
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Income taxes – The Foundation is exempt from income taxes under Section 501(c)(3) of the Internal 
Revenue Code. The Foundation has applied the accounting principles related to accounting for 
uncertainty in income taxes and has determined that there is no material impact on the financial 
statements. With some exceptions, the Foundation is no longer subject to U.S. federal and state 
income tax examinations by tax authorities for years prior to 2015. 

Functional allocation of expenses – The costs of providing program and other activities have been 
summarized on a functional basis in the statements of activities and functional expenses. 
Accordingly, certain costs have been allocated among the Foundation’s programs and supporting 
services benefited. Such allocations are determined by management on the following basis: 

 
Expense  Method of Allocation 

Salaries and benefits Time and effort
Work experience wages and related expenses Time and effort
Occupancy Square footage
Telecommunications Number of devices and usage report

All other expenses are recorded on a direct cost basis. 

Use of estimates – The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make estimates and 
assumptions that affect certain reported amounts and disclosures. Accordingly, actual results could 
differ from those estimates. 

Fair value measurements – Fair value is a market-based measurement, not an entity-specific 
measurement. For some assets and liabilities, observable market transactions or market information 
might be available. For other assets and liabilities, observable market transactions and market 
information might not be available. However, the objective of a fair value measurement in both cases 
is the same – to estimate the price at which an orderly transaction to sell the asset or to transfer the 
liability would take place between market participants at the measurement date under current market 
conditions (that is, an exit price at the measurement date from the perspective of a market participant 
that holds the asset or owes the liability). In order to increase consistency and comparability in fair 
value measurements, a fair value hierarchy that prioritizes observable and unobservable inputs is 
used to measure fair value into three broad levels, as follows: 

Level 1 Inputs Unadjusted quoted prices in active markets that are accessible at the measurement 
date for identical assets or liabilities. 

 
Level 2 Inputs Inputs other than quoted prices in active markets that are observable either directly 

or indirectly. 

Level 3 Inputs Unobservable inputs for the asset or liability.
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New accounting pronouncement – In August 2016, the Financial Accounting Standards Board 
(FASB) issued Accounting Standards Update (ASU) 2016-14, Not-for-Profit Entities (Topic 958), 
Presentation of Financial Statements of Not-for-Profit Entities. The update addresses the complexity 
and understandability of net asset classification, information about liquidity and availability of 
resources, and consistency in the type of information provided about expenses and investment return.  
The Foundation has adjusted the presentation of these statements accordingly.  The ASU has been 
applied retrospectively to all periods presented, with the exception of the liquidity disclosures, which 
have not been applied for the year ended June 30, 2019 as allowed by the transition guidance of this 
ASU. 

Recent accounting pronouncements - In May 2014, the FASB issued ASU 2014-09, Revenue from 
Contracts with Customers (Topic 606). The new accounting standard develops a common standard 
that will remove inconsistencies in revenue requirements, improve comparability of revenue 
recognition practices, provide more useful information to users of financial statements and simplify 
the preparation of financial statements. Application of this statement is effective for the year ending 
June 30, 2020. The Foundation is currently evaluating the impact this pronouncement will have on 
the financial statements. 

In June 2018, the FASB issued ASU 2018-08, Topic 958, Clarifying the Scope and the Accounting 
Guidance for Contributions Received and Contributions Made. The new accounting standard 
clarifies and improves the guidance for (1) evaluating whether transactions should be accounted for 
as contributions within the scope of Topic 958 or as exchange transactions subject to other guidance 
and (2) determining whether a contribution is conditional. Application of this statement is effective 
for transactions in which the entity serves as the resource recipient for the year ending June 30, 
2020. For transactions in which the entity serves as the resource provider, the statement is effective 
for the year ending June 30, 2021. The Foundation is currently evaluating the impact this 
pronouncement will have on the financial statements. 

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The new accounting standard 
requires lessees to recognize a lease liability measured on a discounted basis and a right-of-use asset 
for all leases with terms longer than 12 months. Application of this statement is effective for the year 
ending June 30, 2021. The Foundation is currently evaluating the impact this pronouncement will 
have on the financial statements. 

Subsequent events have been evaluated for recognition and disclosure through September 24, 2019, 
the date which these financial statements were available to be issued. Management concluded that no 
material subsequent events have occurred since June 30, 2019 that require recognition or disclosure 
in the financial statements. 

Reclassification – Certain reclassifications have been made to the 2018 balances to conform to the 
2019 presentation. 
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2. LIQUIDITY AND AVAILABILITY OF RESOURCES 

The Foundation’s financial assets available for general expenditure, within one year of the statement 
of financial position date, comprise the following: 

Cash and cash equivalents $ 19,412,610
Accounts receivable 10,022,901
Grants receivable 3,988,150
Investments 58,895,016

  
Total financial assets  92,318,677

  
Less:  
Amounts unavailable for general expenditures within one year, due to:  

Restrictions by donors (see Note 6) (68,126,740)
Funds held on behalf of others (77,696)

Total financial assets available to management  
for general expenditure within one year $ 24,114,241

The Foundation has certain donor-restricted financial assets which are limited in use but available 
for general expenditures within one year through the normal course of operations.  Accordingly, 
these financial assets have been included in the quantitative information above for financial assets to 
meet general expenditures within one year.  The Foundation has two donor-restricted investments, 
which consist of the California Community College Scholarship Endowment and the Nursing 
Education Investment Fund.  Income from the donor-restricted investments is restricted for specific 
purposes and, therefore, are only available to meet program-specific expenditures within one year.  
As described in Note 6, the California Community College Scholarship Endowment has a donor-
imposed spending rate, which is used to fund student scholarships.  The Nursing Education 
Investment Fund has a donor-imposed grant distribution requirement, which fund enhancements to 
Nursing Education Programs throughout the California Community College system. 

As part of the Foundation’s liquidity management strategy, financial assets are structured to be 
available as general expenditures, liabilities, and other obligations come due.  Additionally, the 
Foundation invests excess cash in short-term highly liquid investments and money market accounts.  
As more fully described in Note 5, the Foundation has a committed line of available credit in the 
amount of $4.5 million, which can be drawn upon to help manage unanticipated liquidity needs. 
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3. INVESTMENTS 

The Foundation’s investments and investments held on behalf of others are classified within Level 1 
of the fair value hierarchy because they are valued using quoted market prices. 

The Foundation’s investments consist of the following: 

 2019  2018  

Cash and cash equivalents $ 1,060,512 $ 2,389,278
Common stocks:   

US large cap 8,476,507  7,616,813
Mutual funds:  

International equity 20,136,691  20,350,711
Fixed income 17,915,644  15,534,590
US large cap equity 6,401,475  7,569,321
US mid cap equity  3,405,806  3,414,493
US small cap equity 1,498,381  1,571,071

Total $ 58,895,016 $ 58,446,277
 
Investment income on the Foundation’s investments consists of the following: 

 2019  2018  

Interest and dividends, net of management fees $ 1,492,889 $ 972,311 
Net realized and unrealized gain 1,903,458  2,662,152

Total $ 3,396,347 $ 3,634,463
 
Investments held on behalf of others consist of the following: 

 2019  2018  

Cash and cash equivalents $ 706,000 $ 1,577,729
Common stocks:   
  US large cap 5,197,778  4,706,518
Mutual funds:  

International equity 12,329,585  12,672,280
Fixed income 10,975,453  9,631,732
US large cap equity 3,925,486  4,630,555
US mid cap equity  2,089,810  2,119,832
US small cap equity 917,001  972,768

Total $ 36,141,113 $ 36,311,414
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4. PROPERTY AND EQUIPMENT 

Property and equipment consist of the following: 

 2019  2018  

Furniture and fixtures $ 1,567,705 $ 1,533,642
Equipment 335,213  373,484
Tenant improvements 265,733  265,733
Construction in progress 118,371  
Software 99,892  162,520
Computers 95,016  95,016

Total 2,481,930  2,430,395
Less accumulated depreciation (994,363)  (733,954)

Property and equipment, net $ 1,487,567 $ 1,696,441

5. LINE OF CREDIT 

The Foundation has a $4,500,000 line of credit agreement with a bank. Interest on borrowings varies 
based on the balance outstanding and the bank’s broker call rates. At June 30, 2019 and 2018, these 
rates ranged from 2.25% to 2.5% and 3.3% to 4.55%, respectively. Borrowings are collateralized by 
certain investments of the Foundation. There was no balance owed at June 30, 2019 and 2018. 

6. NET ASSETS WITH DONOR RESTRICTIONS 

Net assets with donor restrictions are to be used as follows: 

 2019  2018  
Time and purpose restriction:  
    Nursing Education Investment Fund $ 13,859,703 $ 14,031,356
    Student Success 8,053,309  6,844,393
    California Community Colleges Scholarship 
      Endowment – investment income 2,578,103  2,330,684
    Workforce Development  2,238,955  1,305,576
    Equity 1,008,033  868,634
    System Support 67,120  24,999

Restricted into perpetuity:   

    California Community Colleges Scholarship  
      Endowment 40,321,517 40,222,508

Total $ 68,126,740 $ 65,628,150

Net assets with donor restrictions to be held in perpetuity consist of the donor-restricted funds 
received from the Bernard Osher Foundation and other private grantors to fund student scholarships 
through the California Community Colleges Scholarship Endowment. 
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As required by generally accepted accounting principles, net assets associated with endowment 
funds are classified and reported based on the existence or absence of donor-imposed restrictions. 
The Foundation classifies as net assets with donor restrictions, the original value of all gifts donated 
to the permanent endowment. All accumulated unrealized appreciation and depreciation of 
endowment investments are recorded to net assets with donor restrictions to the extent that the 
original value of donated principal has not decreased. Accumulated unrealized depreciation of 
endowment investments is recorded as a decrease to net assets with perpetual donor restrictions to 
the extent that there are no offsetting accumulated endowment earnings in net assets with donor 
restrictions. Accumulated unrealized appreciation of endowment investments is recorded as an 
increase to net assets with perpetual donor restrictions to the extent that the principal has been 
reduced through previous unrealized losses or funding endowment expenditures.   

The California Community Colleges Scholarship Endowment funds are to be invested in perpetuity 
and interest and dividends are to be used per donor intent. The endowment investment policy, 
approved by the Board of Directors, emphasizes preservation of capital as its primary objective and 
growth and income as secondary objectives. The principal of the endowment fund may be used to 
fund expenditures if earnings are not sufficient to meet payout requirements, however, prior consent 
from the Bernard Osher Foundation is mandatory.  

Changes in endowment net assets are as follows: 

 2019  2018 
  

Endowment net assets, beginning of year $ 42,553,192 $ 41,936,833  
Contributions 99,009  84,822
Investment gain:   
   Investment income 970,310  722,507
   Realized/unrealized gain 1,494,640  2,017,097
Total investment gain 2,464,950  2,739,604
      

Approved endowment expenditures (2,217,531)  (2,208,068)

Endowment net assets, end of year $ 42,899,620 $ 42,553,192

Scholarship awards payable to California Community College students are funded through the 
endowment and through investments held on behalf of various California Community Colleges. 
Scholarship awards payable are included in the statements of financial position liability balances as 
follows:  

 2019  2018  

Scholarships payable $ 2,238,800 $ 2,218,335
Investments held on behalf of others 1,583,200  1,583,632

Total $ 3,822,000 $ 3,801,967 
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7. OPERATING LEASE OBLIGATION 

The Foundation leases office space, operating space for their Smog Referee Program, and equipment 
under operating leases expiring in various years through 2026. Total expenses under the operating 
leases were $1,354,893 and $1,043,955 for the years ended June 30, 2019 and 2018, respectively. 
Future minimum lease payments are as follows: 

Year ending  
June 30: 

  

 

2020 $ 1,489,772
2021 1,513,037
2022 1,100,842
2023 1,161,910
2024 802,656

Thereafter 267,025

Total $ 6,335,242

8. DEFINED BENEFIT PENSION PLAN 

Plan Description  

Plan name: California Public Employees’ Retirement System (CalPERS) 
Plan’s EIN: 94-6207465 
Plan number: 5260 

All full-time employees are covered under a defined benefit pension plan maintained by an agency of 
the State of California. The Foundation’s employees are members of the California Public 
Employees’ Retirement System (CalPERS).  

The CalPERS Plan provides retirement and disability benefits, annual cost-of-living adjustments, and 
death benefits to Plan members and beneficiaries. The Foundation participates in the Miscellaneous 
3% at 60 Risk Pool, for employees hired on or before December 31, 2012, and the Miscellaneous 2% 
at 62 Risk Pool, for employee hired on or after January 1, 2013, both of which are part of the Public 
Agency portion of CalPERS, an agent multiemployer plan administered by CalPERS, which acts as a 
common investment and administrative agent for participating public employers within the State of 
California. Multiemployer plans differ from single-employer plans in that much of the fiduciary 
responsibilities and risks under a single-employer plan would lie with the Foundation. Under this 
multiemployer plan, the fiduciary responsibilities and risks lie with CalPERS. Benefit provisions are 
established by state statutes, as legislatively amended, within the Public Employees’ Retirement 
Law. The Plan selects optional benefit provisions by contract with CalPERS and adopts those 
benefits through Board approval. CalPERS issues a separate comprehensive annual financial report. 
Copies of the CalPERS annual financial report may be obtained from the CalPERS Executive Office 
at 400 Q Street, Sacramento, California 95811.  
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The CalPERS Board of Administration approved structural changes to the risk pools at their May 31, 
2014 meeting, which combined all miscellaneous groups into one risk pool (Miscellaneous Risk 
Pool) effective with the 2013 valuations. The funded status of the Miscellaneous Risk Pool as of 
June 30, 2017 (most recent available annual report) was 76.3%, defined as the market value of assets 
($12,162,131,074 at June 30, 2017) divided by the entry age normal accrued liability 
($15,944,026,687 at June 30, 2017). The funded status of the Foundation’s 3% at 60 and 2% at 62 
plans reported by CalPERS as of June 30, 2017 (most recent available annual report) are as follows: 

 3% at 60 
Risk Pool 

2% at 62 
Risk Pool 

Entry age normal accrued liability $ 20,774,149  $ 1,818,484
Market value of assets 17,190,743   1,728,614
Funded status 82.8% 95.1%
 
Funding Policy 

 
Active plan members of the Miscellaneous 3% at 60 Risk Pool and Miscellaneous 2% at 62 Risk 
Pool are required to contribute 8% and 6.25% of their annual covered salary, respectively. In 
addition, the Foundation is required to contribute the actuarially determined remaining amounts 
necessary to fund the benefits for its members. The actuarial methods and assumptions used are 
those adopted by the CalPERS Board of Administration. The required employer contribution rates of 
the Miscellaneous 3% at 60 Risk Pool for the fiscal years ended June 30, 2019, 2018 and 2017 were 
12.76%, 12.04%, and 11.99%, respectively, of annual covered payroll. The required employer 
contribution rates of the Miscellaneous 2% at 62 Risk Pool for the fiscal years ended June 30, 2019, 
2018 and 2017 were 6.84%, 6.53%, and 6.56%, respectively, of annual covered payroll. The 
Foundation's contributions to CalPERS for the Miscellaneous 3% at 60 Risk Pool for the years 
ending June 30, 2019, 2018 and 2017 were $734,531, $650,584, and $591,574, respectively. The 
Foundation’s contributions to the Miscellaneous Risk Pool for 2019 and 2018 represent less than 5% 
of the Plan’s total contributions for the plan year ending June 30, 2017 (most recent available annual 
report). The Foundation's contributions to CalPERS for the Miscellaneous 2% at 62 Risk Plan for the 
years ending June 30, 2019, 2018 and 2017 were $742,545, $506,126, and $354,713, respectively. 
Future adopted contribution rates for the Miscellaneous 3% at 60 Risk Pool for the year ending 
June 30, 2020 are $235,365 plus 13.692% of covered annual payroll. Contribution rates for the 
Miscellaneous 3% at 60 Risk Pool for the year ended June 30, 2021 are estimated to be $283,000 
plus 14.60% of covered annual payroll. Future adopted contribution rates for the Miscellaneous 2% 
at 62 Risk Pool for the year ending June 30, 2020 are $7,777 plus 6.99% of covered annual payroll. 
Contribution rates for the Miscellaneous 2% at 62 Risk Pool for the year ended June 30, 2021 are 
estimated to be $16,000 plus 7.50% of covered annual payroll. 

9. DEFERRED COMPENSATION AND OTHER RETIREMENT PLANS 

The Foundation offers a defined contribution plan (the “Plan”) to employees in accordance with 
Internal Revenue Code Section 403(b). The Plan is available to all full-time employees of the 
Foundation. This Plan allows for employee deferrals, employer matching, and elective employer 
contributions. Participants are immediately 100% vested in all contributions to the Plan. The 
Foundation also has an IRS Section 457 deferred salary plan for certain employees. The Foundation 
made no contributions to these plans in June 30, 2019 and 2018. 



 

 

SUPPLEMENTAL SCHEDULES 

 



CFDA
Number

Pass Through 
Identifying Number

Passed 
Through to 

Subrecipients

Total 
Federal

Expenditures

National Science Foundation:
Direct programs:

Advanced Technology Education 47.076 133,840$          

Department of Labor:
Passed through State of California, 

Employment Development Department:
Workforce Accelerator Fund 17.258 K8109250/K7105296 294,707            

U.S. Department of Agriculture:
Direct programs:

Forest Service Watershed Restoration
and Enhancement 10.693 94,932              

Passed through State of California, 
Department of Social Services:

Fresh Success Program 10.561 17-3033 718,768$          1,088,280         

Corporation for National and Community Service:
Direct programs:

AmeriCorps Program 94.006 45,936              91,132              

Total expenditures of federal awards 764,704$          1,702,891$       

FOUNDATION FOR CALIFORNIA COMMUNITY COLLEGES
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1. BASIS OF PRESENTATION 

The accompanying schedule of expenditures of federal awards of Foundation for California 
Community Colleges (Foundation) is presented on the accrual basis of accounting. 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). Therefore, some amounts presented in this 
schedule may differ from amounts presented in, or used in the preparation of, the basic financial 
statements. 

2. INDIRECT COST RATE 

The Foundation has elected to use a negotiated federal indirect cost rate instead of the 10-percent de 
minimis indirect cost rate allowed under the Uniform Guidance. 
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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 
 

Independent Auditor’s Report 

Board of Directors 
Foundation for California Community Colleges 
Sacramento, 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 Foundation for 
California Community Colleges (Foundation), which comprise the statement of financial position as of 
June 30, 2019, and the related statements of activities, functional expenses and of cash flows for the year 
then ended, and the related notes to the financial statements, and have issued our report thereon dated 
September 24, 2019. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Foundation’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 the Foundation’s internal control. Accordingly, 
we do not express an opinion on the effectiveness of the Foundation’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 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.



Board of Directors 
Foundation for California Community Colleges 
Page two 
 
 

22 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Foundation’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 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 Foundation’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 Foundation’s internal control and compliance. 
Accordingly, this communication is not suitable for any other purpose. 
 
 
 
 
GILBERT CPAs 
Sacramento, California 

September 24, 2019 
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REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON 
INTERNAL CONTROL OVER COMPLIANCE 
REQUIRED BY THE UNIFORM GUIDANCE 

 
Independent Auditor’s Report 

Board of Directors  
Foundation for California Community Colleges 
Sacramento, California 

Report on Compliance for Each Major Federal Program 

We have audited Foundation for California Community Colleges’ (Foundation) compliance with the 
types of compliance requirements described in the OMB Compliance Supplement that could have a direct 
and material effect on the Foundation’s major federal program for the year ended June 30, 2019. The 
Foundation’s major federal program is identified in the summary of auditor’s results section of the 
accompanying schedule of findings and questioned costs. 

Management’s Responsibility 

Management is responsible for compliance with the requirements of laws, regulations, contracts, and 
grants applicable to its federal program. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on compliance for the Foundation’s major federal program 
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 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). 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 Foundation’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 the major federal 
program. However, our audit does not provide a legal determination of the Foundation’s compliance. 
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Opinion on Major Federal Program 

In our opinion, the Foundation complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on its major federal program 
for the year ended June 30, 2019. 

Report on Internal Control Over Compliance 

Management of the Foundation is responsible for establishing and maintaining effective internal control 
over compliance with the types of compliance requirements referred to above. In planning and performing 
our audit of compliance, we considered the Foundation’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 
the 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 Foundation’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 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 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 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. 
 
 
 
 
GILBERT CPAs 
Sacramento, California 

September 24, 2019 
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SECTION I - SUMMARY OF AUDITOR’S RESULTS 

Financial Statements 

Type of auditor’s report issued on whether the  
financial statements were prepared in accordance  
with GAAP: 

 

Unmodified 

Internal control over financial reporting: 

 Material weakness(es) identified?  Yes  No 

 Significant deficiency(ies) identified?  Yes  None reported

Noncompliance material to financial statements noted?  Yes  No 

Federal Awards 

Internal control over major programs: 

 Material weakness(es) identified?  Yes  No 

 Significant deficiency(ies) identified?  Yes  None reported

Type of auditor’s report issued: Unmodified

Any audit findings disclosed that are required to be 
reported in accordance with 2 CFR 200.516(a)?  Yes  No 

Identification of major programs: 

Name of Federal Program or Cluster CFDA Number

Fresh Success Program 10.561

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

Auditee qualified as low-risk auditee?  Yes  No 
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SECTION II – FINANCIAL STATEMENT FINDINGS 

None noted. 

SECTION III – FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 

None noted. 

SECTION IV – STATUS OF PRIOR YEAR AUDIT FINDINGS 

None noted.  
 

 


