@ © ©e @€ @ e @ ellel

¢ @ ©€ ©€ € ® «

€ € ¢ € € €

e e e e€

IRVINE VALLEY COLLEGE FOUNDATION

AUDITED FINANCIAL STATEMENTS

For the Year Ended June 30,2017
And
Independent Auditor’s Report

CliftonLtarsonAllen LLP

)

m '; WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING



» » % » » 3 2 09 0% D % OB 3% DD 3D D% O O O

IRVINE VALLEY COLLEGE FOUNDATION

TABLE OF CONTENTS

June 30, 2017

INDEPENDENT AUDITOR’S REPORT .........coonniiiiininissssssessississsessesesens

FINANCIAL STATEMENTS...............
Statement of Financial Position ...........
Statement of Activities........ccocervererernene
Statement of Cash Flows .....................

Statement of Functional Expense.........

Notes to the Financial Statements........

Notes to the Financial Statements

........................................................................................

........................................................................................

........................................................................................

........................................................................................

........................................................................................

........................................................................................

........................................................................................



CliftonLarsonAllen LLP
CLAconnect com

CliftonLarsonAllen

INDEPENDENT AUDITOR’S REPORT

Board of Governors

Irvine Valley College Foundation
5500 Irvine Center Drive

Irvine, CA 92618

Report on the Financial Statements

We have audited the accompanying basic financial statements of the Irvine Valley College
Foundation (the Foundation), a component unit of the South Orange County Community College
District, which comprise the statement of financial position as of June 30, 2017, and the related
statements of activities. cash flows and functional expenses 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.

Auditor’s 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. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain 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
Foundation’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 Foundation’s internal control. Accordingly, we express no
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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 on page one present fairly, in all material
respects, the respective financial position of the Irvine Valley College Foundation as of June 30,
2017, and the changes in net assets and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.
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CliftonLarsonAllen LLP
Glendora, California
October 31, 2017



- IRVINE VALLEY COLLEGE FOUNDATION
STATEMENT OF FINANCIAL POSITION
A June 30, 2017
Assets
£ Current Assets:
Cash and cash equivalents $ 289,051
- Accounts receivable 7,854
~ Investments, at fair value 6,214
- Prepaids 7,866
Py Total Current Assets 310,985
A Non-Current Assets:
P Investments, at fair value 2,044,909
o Investments with FCCC 419,073
™ Property and equipment, net 13,625
Total Non-Current Assets 2,477,607
i Total Assets $ 2,788,592
™ Liabilities and Net Assets
PN Current Liabilities:
Accounts payable $ 80,103
e Total Current Liabilities 80,103
o Net Assets:
PS Unrestricted 238,266
Temporarily restricted 1,146,492
Permanently restricted 1,323,731
Total Net Assets 2,708,489
Total Liabilities and Net Assets $ 2,788,592

See the accompanying notes to the financial statements
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IRVINE VALLEY COLLEGE FOUNDATION

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2017

Support and Revenue
Support
Contributions
Special events income - findraisers
Sales and commissions
In-kind donations
Donated services
Donated professional fees

Total Support

Other income, gains and losses
Investment income
Realized gain (loss) on investments
Unrealized gain (loss) on investments
Other income

Total Other Income, Gains, and Losses

Total revenues before net
assets released from restrictions
Net assets released from restrictions

Total Support and Revenue

Operating Expenses
Program services
Supporting services

Management and general
Fundraising

Total Expenses
Change in net assets

Net Assets
Beginning of year

End of year

Temporarily  Permanently

Unrestricted Restricted Restricted Total
$ 70,216 $ 502,966 $§ 287,482 $ 860,664
121,238 18,290 139,528
2,313 6,857 9.170
56,368 56,368
662,394 662,394
6,365 6,365
918,894 528,113 287,482 1,734,489
22,720 54,057 76,777
11,859 11,670 23,529
19,463 26,389 45,852
- 5,141 5,141
54,042 97,257 - 151,299
972,936 625,370 287,482 1,885,788
708,694 (708,694) - -
1,681,630 (83,324) 287,482 1,885,788
1,256,009 1,256,009
158,738 158,738
190,163 190,163
1,604,910 - - 1.604,910
76,720 (83,324) 287,482 280,878
161,546 1,229,816 1,036,249 2,427,611
$ 238266 $ 1,146,492 § 1,323,731 $§ 2,708,489

See the accompanying notes to the financial statements
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IRVINE VALLEY COLLEGE FOUNDATION

STATEMENT OF CASH FLOWS
For the Year Ended June 30, 2017

Cash flows from operating activities

Contributions and special events $ 1,060,914
Sales and commissions 1,316
Investment income 76,777
Other income 5,141
Payments to/on behalf of District employees (97,066)
Payments to suppliers (360,841)
Payments to/on behalf of students (415,448)
Net cash provided by operating activities 270,793
Cash flows from investing activities
Purchase of nvestments (883,626)
Proceeds from sale of investment 220,847
Net cash used by investing activities (662,779)
Net decrease in cash and cash equivalents (391,986)
Cash and cash equivalents, beginning of year 681,037
Cash and cash equivalents, end of year § 289,051

Reconcilliation of change in net assets to cash used by operating activities

Change in net assets $ 280878
Adjustment to reconcile change in net assets to cash provided by operating activities
Realized and unrealized loss on investments (69.381)
Depreciation 2,305
Change in assets - (increase)/decrease:
Accounts receivable (7,854)
Contribution receivable 60,722
Prepaid assets 2,794
Change in liabilities - increase/(decrease):
Accounts payable 9,945
Accrued liabilities (8,616)
Net cash provided by operating activities $§ 270,793

See the accompanying notes to the financial statements
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IRVINE VALLEY COLLEGE FOUNDATION

STATEMENT OF FUNCTIONAL EXPENSE

Salaries and benefits
Scholarships and grants
Donated services
Donated professional fees
In-kind donations
Investment management fees
Supplies and printing
Conference and meetings
Dues and membership
Equipment

Depreciation

Contract services

Special events

Program expenses

Other expenses

Total

For the Year Ended June 30, 2017

Program Management
Services & General Fundraising Total
$ 88,450 $ - 8 -3 88.450
415,448 - - 415,448
430,703 126,763 104,928 662,394
- 6,365 - 6,365
56,368 - - 56,368
5,089 - 5,089
1,378 1,486 - 2,864
54,826 102 - 54,928
2,125 3,625 - 5,750
18,824 32 - 18,856
2,305 - - 2,305
40,747 4,597 - 45,344
- - 85,235 85,235
119,580 - - 119,580
25,255 10,679 - 35,934
$ 125,009 § 158,738 $§ 190,163 $ 1,604,910

See the accompanying notes to the financial statements
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IRVINE VALLEY COLLEGE FOUNDATION

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2017

NOTE 1: ORGANIZATION
Organization and Nature of Activities

Irvine Valley College Foundation (the Foundation) is a California, nonprofit public benefit
corporation founded on November 24, 2003, for the purpose of receiving contributions to further
the educational purposes of Irvine Valley College (IVC) which is part of the South Orange
County Community College District (the District). The principal sources of revenue for the
Foundation include donor contributions and investment related income.

Financial Statement Presentation and Basis of Accounting

The Foundation prepares its financial statements on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America.
Revenues are recognized when earned rather than when cash is received and certain expenses
and purchases of assets are recognized when the obligation is incurred rather than when cash is
disbursed. The financial statements include the accounts maintained by, and directly under, the
control of the Foundation.

The Foundation is required to report information regarding its financial position and activities
according to three classes of net assets: unrestricted net assets, temporarily restricted net assets,
and permanently restricted net assets. Unrestricted net assets include all resources available for
use by the Board of Governors and management’s discretion in carrying out the activities of the
Foundation in accordance with its Bylaws. Temporarily or permanently restricted net assets are
restricted by the donor or as matter of law. Temporarily restricted net assets are only expendable
for the purposes specified by the donor or through the passage of time. When a restriction expires
(that is, when a stipulated time restriction ends or purpose restriction is accomplished),
temporarily restricted net assets are reclassified to unrestricted net assets. Permanently restricted
net assets are generally required to be held by the organization in perpetuity while the earnings
on those assets are available for use by the organization to support its activities. Donors can
place restrictions on the earnings from permanently restricted contributions at the time the
contributions are made or pledged.

Fair Value Measurements

The fair value of equity and debt securities with readily determinable fair values approximates
their respective quoted market prices. Because of the inherent uncertainty of valuation methods,
those estimated values might differ significantly from those used had a market existed. All other
financial instruments' fair values approximate their carrying amounts due to the short maturities
of these instruments.
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IRVINE VALLEY COLLEGE FOUNDATION

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2017

NOTE 1: ORGANIZATION
Public Support and Revenue

The Foundation receives substantially all of its revenue from direct donations and pledges.
Revenues are reported as increases in unrestricted net assets unless use of the related asset is
limited by donor-imposed restrictions. Expenses are reported as decreases in unrestricted net
assets. Realized gains/losses and unrealized gains/losses on investments and other assets or
liabilities are reported as increases or decreases in unrestricted net assets unless their use is
restricted by explicit donor stipulation or by law. Expiration of restrictions on net assets (i.e.,
the donor-stipulated purpose has been fulfilled and/or the stipulated time period has elapsed) are
reported as assets released from restriction between the applicable classes of net assets.

Contributions, including unconditional promises to give, are recognized as revenues in the
period received. Conditional promises to give are not recognized until they become
unconditional, that is, when the conditions on which they depend are substantially met.
Contributions of assets other than cash are recorded at their estimated fair value at the time of
the gift.

Donated Assets, Services, and Facilities

The Foundation records the value of donated assets and facilities when there is an objective basis
available to measure their value. Donated facilities are reflected as support in the accompanying
statements at their estimated values at date of donation and fair market value of facilities for the
year.

Property and Equipment

Property and equipment are stated at cost. Donated property is recorded at its estimated fair
value at the date of receipt, which is then treated as cost. The Foundation maintains a
capitalization threshold of $5,000. The costs of normal maintenance and repairs that do not add
to the value of an asset or significantly extend an asset’s life are not capitalized.

Depreciation is computed on the straight-line basis over the estimated useful life of the assets.
The estimated useful life for property and equipment is 3-10 years.

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 reported amounts of assets and liabilities at the reporting date, and
revenues and expenses during the reporting period. Actual results could differ from those
estimates.
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IRVINE VALLEY COLLEGE FOUNDATION

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2017

NOTE 1: ORGANIZATION

Income Taxes

The Foundation is a non-profit public benefit corporation that is exempt from income taxes
under Section 501(c)(3) of the Internal Revenue Code. It is also exempt from State franchise
and income taxes under Section 23701(d) of the California Revenue and Taxation Code.
Accordingly, no provision for income taxes has been reflected in these financial statements.

United States Generally Accepted Accounting Principles (US GAAP) requires management to
evaluate tax positions taken by the Foundation and recognize a tax liability (or asset) if an
uncertain position has been taken that more likely than not would not be sustained upon
examination. Management has analyzed the tax positions taken by the Foundation, and has
concluded that as of June 30, 2017, there are no uncertain positions taken or expected to be taken
that would require recognition of a liability (or asset) or disclosure in the financial statements.
The primary tax positions evaluated are related to the Foundation’s continued qualification as a
tax-exempt organization. The statute of limitations for federal and California purposes is
generally three and four years, respectively.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash held in checking accounts. The Foundation maintains
cash balances in financial institutions which are insured up to $250,000. The Foundation
occasionally maintains cash balances in excess of the insured amounts, and has not incurred
losses. For purposes of the statement of cash flows, the Foundation considers all unrestricted
highly liquid investments purchased with an initial maturity of three months or less to be cash
equivalents.

Investments

Investments in marketable securities with readily determinable fair values are presented at their
fair values in the statements of financial position. Unrealized gains and losses are included in
the change in net assets. Investment income and gains restricted by a donor are reported as
increases in unrestricted net assets if the restrictions are met (either by passage of time or by
use) in the reporting period in which the income and gains are recognized.

Functional Allocation of Expenses

The costs of providing various programs and activities have been summarized on a functional
basis in the statement of functional expenses. Accordingly, based upon management's estimates,
certain costs have been allocated among the programs, support services, and fundraising
activities.

-9-
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IRVINE VALLEY COLLEGE FOUNDATION

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2017

NOTE 2: RESTRICTED NET ASSETS

Temporarily restricted net assets at June 30, 2017 consist of amounts restricted for use in
providing scholarships and other program services to IVC.

Permanently restricted net assets are restricted for investment in perpetuity, which represents
the Foundation’s endowment funds.

NOTE 3: DONATED SERVICES

Throughout the year, many individuals throughout the District donate significant amounts of
time to advance the programs and objectives of the Foundation. Donated services and
professional fees are reflected in the accompanying statements when the criteria for recognition
have been met and are recorded at fair value. Donated services and professional fees include the
value of Foundation services paid for salaries and benefits and professional fees paid by District.

NOTE 4: INVESTMENTS

Investments are recorded at cost at date of acquisition or fair value at date of donation. The cost
and fair value of investments as of June 30, 2017 are as follows:

Level | Cost Fair Value

Exchange Traded Funds $ 846.397 §$ 873,544
Equity mutual funds 464,885 536,430
Fixed income nututal funds 633.625 634,935
Money Market 6,214 6,214

$ 1,951,121 § 2,051,123

Levels 1 through 3 have been assigned to the fair value measurements of investments. The fair
value level of measurement is determined as follows:

Level 1 — quoted prices in an active market for identical assets.
Level 2 — quoted prices for similar assets and market-corroborated inputs.

Level 3 — the organization’s own assumptions about market participation, including assumptions
about risk, developed based on the best information available in the circumstances.

All of the Foundations investments are categorized as level 1 investments.

-10-
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IRVINE VALLEY COLLEGE FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2017
NOTE 4: INVESTMENTS

The following schedule summarizes the investment return and its classification in the statement
of activities for the year ended June 30, 2017:

Interest and dividends $ 76,777
Realized gain on nvestments, net 23,529
Unrealized gain on investments, net 45,852

Total Investment Income $ 146,158

NOTE 5: INVESTMENT WITH FOUNDATION FOR CALIFORNIA COMMUNITY
COLLEGES (FCCC)

In 2010, the Foundation entered into a partnership arrangement with the California Community
Colleges Scholarship Endowment (CCCSE) through the Foundation for California Community
Colleges (FCCC). The FCCC has an investment advisory committee charged with the
responsibility for directing and monitoring the investment management of the CCCSE’s assets.

Since the agreement’s inception, the Foundation has transferred a total of $370,759 to the FCCC.
These funds are invested in a pooled investment fund held by the FCCC. At June 30, 2017 the
fair value of this investment was $4 19,073, which consisted of cash of $20,954, equity securities
of $272,397 and fixed income instruments of $125,722 measured at quoted prices in active
markets for identical assets (Level 1). Net investment income of $27,868 was recognized during
the year ended June 30, 2017. Fund distributions from investment returns for the year ended
June 30, 2017 were $21,267.

Changes in FCCC net assets for the fiscal year June 30, 2017:

-11-
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IRVINE VALLEY COLLEGE FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2017

NOTE 5: INVESTMENT WITH FOUNDATION FOR CALIFORNIA COMMUNITY
COLLEGES (FCCC)

Temporarily Permanently

Restricted Restricted Total
Investments with FCCC, beginning of year $ 20,446 $ 370,759 $ 391,205
Investment return;
Investment income, net of expenses 7,462 - 7,462
Net appreciation (realized and unrealized) 41,673 - 41,673
Total investment return 49,135 - 49,135
Other changes:
Distributions (21,267) - (21,267)
Total other changes (21,267) - (21,267)
Change in value, FCCC nvestment 27,868 - 27,868
Investments with FCCC, end of year $ 48,314 § 370,759 §$ 419,073

The CCCSE was established to provide matching scholarships funds for California community
colleges. The CCCSE was formed through a $50 million matching commitment from the Osher
Foundation and a lead contribution of $25 million. The CCCSE began to distribute scholarship
funding from the initial $25 million gift to each participating community college in the 2009-10
year. The allocation is based on each college’s full time equivalent students (FTES) and each
scholarship is valued at $1,100 for a school year. The Foundation received distribution and
matching funds from the Osher Foundation totaling $44,000 to meet the required 5% minimum
payout for scholarships.

NOTE 6: ENDOWMENTS

The Foundation’s endowment consists of approximately 79 individual funds established for a
variety of purposes. Its endowment includes donor-restricted endowment funds. As required US
GAAP, net assets associated with endowment funds, including funds designated by the Board
of Governors to function as endowments, are classified and reported based on the existence or
absence of donor-imposed restrictions.

Interpretation of Relevant Law

The Board of Governors of the Foundation has interpreted the Uniform Prudent Management of
Institutional Funds Act (UPMIFA) as requiring the preservation of the fair value of the original

-12-
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IRVINE VALLEY COLLEGE FOUNDATION

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2017

NOTE 6: ENDOWMENTS

gift as of the gift date of the donor-restricted endowment funds absent explicit donor stipulations
to the contrary. As a result of this interpretation, the Foundation classifies as permanently
restricted net assets (a) the original value of gifts donated to the permanent endowment, (b) the
original value of subsequent gifts to the permanent endowment, and (c) accumulations to the
permanent endowment made in accordance with the direction of the applicable donor gift
instrument at the time the accumulation is added to the fund. The remaining portion of the donor-
restricted endowment fund that is not classified in permanently restricted net assets is classified
as temporarily restricted net assets until those amounts are appropriated for expenditure by the
Foundation in a manner consistent with the standard of prudence prescribed by UPMIFA. In
accordance with UPMIFA, the Foundation considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

€)) The duration and preservation of the funds

2) The purposes of the Foundation and the donor-restricted endowment funds
3) General economic conditions

4) The possible effect of inflation and deflation

5) The expected total return from income and the appreciation of investments
6) Other resources of the Foundation

@) The investment policies of the Foundation

Changes in donor-restricted endowment net assets for the fiscal year June 30, 2017:

Temporarily Permanently
Restricted Restricted Total

Endowment net assets, beginning of year $ 223254 % 1.036,249 § 1.259.503
Contributions 43,181 287,482 330,663
Investment return:
Investment income, net of expenses 43,830 43,830
Net appreciation (realized and unrealized) 38,058 - 38,058
Total investment retun 81,888 - 81,888
Other changes:
Distributions (182,807) - (182,807)
Total other changes (182,807) - (182.807)
Endowment net assets, end of year $ 165,516 $ 1,323,731 §$ 1,489,247

-13-
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IRVINE VALLEY COLLEGE FOUNDATION

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2017

NOTE 6: ENDOWMENTS
Funds with deficiencies

From time to time, the fair value of assets associated with individual donor-restricted
endowment funds may fall below the level that the donor or UPMIFA required the Foundation
to retain as a fund of perpetual duration. These deficiencies result from unfavorable market
fluctuations that occurred shortly after the investment of new permanently restricted
contributions and continued appropriation for certain programs that are deemed prudent by the
Board of Governors. In accordance with GAAP, there are no funds with deficiencies of this
nature that are reported in unrestricted net assets as of June 30, 2017.

Return objectives and risk parameters

The Foundation has adopted investment and spending policies for endowment assets that
attempt to provide a predictable stream of funding to programs supported by its endowment
while seeking to maintain the purchasing power of the endowment assets. Endowment assets
include those assets of donor-restricted funds that the organization must hold in perpetuity or
for a donor-specified period(s) as well as board-designated funds. Since the purpose of
endowments is to provide scholarships and other benefits in perpetuity, endowment funds are
invested with a long term perspective. The policy is to protect the principal, over the long term,
and yet maximize the investment earnings so as to maximize the benefit provided by the
endowment. The Foundation expects its endowment funds, over time, to provide an average rate
of return of approximately 5 percent annually. Actual returns in any given year may vary from
this amount.

Strategies employed for achieving objectives

To satisfy its long-term rate-of-return objectives, the Foundation relies on a total return strategy
in which investment returns are achieved through both capital appreciation (realized and
unrealized) and current yield (interest and dividends). The Foundation targets a diversified asset
allocation that places a greater emphasis on quality-based investments to achieve its long-term
return objectives within prudent risk constraints.

Spending policy and how the investment objectives relate to spending policy

The Foundation has a policy of appropriating for distribution each year 3 percent of the
endowment fund’s average fair value over the prior 12 quarters the fiscal year in which the
distribution is planned. In establishing this policy, the Foundation considered the long-term
expected return on its endowment. Accordingly, over the long term, the Foundation expects the
current spending policy to allow its endowment to grow at an average of 2% annually. Spending
is reviewed annually and allocations are determined to allow continued growth. This is
consistent with the Foundation’s objective to maintain the purchasing power of the endowment

-14-
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IRVINE YALLEY COLLEGE FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2017
NOTE 6: ENDOWMENTS

assets held in perpetuity or for a specified term as well as to provide additional real growth
through new gifts and investment return.

NOTE 7: PROPERTY AND EQUIPMENT

Property and equipment as of June 30, 2017 consisted of the following:

Equipment $ 15,930
Less accumulated depreciation (2,305)
Total property and equipment, net $ 13,625

NOTE 8: NET ASSETS RELEASED FROM RESTRICTIONS

Net assets of $708,694 were released from temporary donor restrictions during the year ended
June 30, 2017. The Foundation met donor imposed restrictions by incurring qualified expenses.

NOTE 9: RELATED PARTIES

To assist the Foundation in carrying out its purpose, the District provides administrative services
to the Foundation. The District pays salaries and benefits of Foundation directors and staff.
Additionally, the District pays professional fees for services rendered on behalf of the
Foundation. The donated services and professional fees for the year ended June 30, 2017 were
valued at $662,394 and $6,365, respectively. These amounts have been reflected in the financial
statements as donated services and professional fees revenues and expenses.

NOTE 10: CONTINGENCIES

The Foundation may become a party to litigation in the normal course of business. The
Foundation accrues for open claims based on the Foundation’s historical experience and
available insurance coverage. In the opinion of management, there are no legal matters involving
the Foundation that would have a material adverse impact upon the Foundation’s financial
position, activities or cash flow.

NOTE 11: SUBSEQUENT EVENTS

The Foundation's management has evaluated events or transactions that may occur for potential
recognition or disclosure in the financial statements from the balance sheet date through October
31, 2017 which is the date the financial statements were available to be issued. Management has
determined that there were no subsequent events or transactions that would have a material
impact on the current year financial statements.
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