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MIRACOSTA COLLEGE FOUNDATION BOARD
Audit COMMITTEE MEETING

Wednesday, March 8, 2023, 9:00 — 10:00 a.m.

Audit Committee Members:
Matthew Adams, Cindy Musser, Sudershan Shaunak, Tim Snodgrass, Kimberly Troutman

Staff Support:
Timothy Flood, Elizabeth Lurenana, Shannon Stubblefield, Lois Templin, Christina Undan

Auditors (attending via Zoom):
Rick Alonzo, Rachel Green

AGENDA
CALL TO ORDER

ROLL CALL, WELCOME, INTRODUCTIONS
Request consent to record meeting.

PUBLIC COMMENT ON ITEMS ON AND NOT ON THE AGENDA
CHANGES IN AGENDA ORDER

REVIEW AND APPROVE FY21-22 AUDIT REPORT - Action Required
ANNOUNCEMENTS, MEETING AND EVENT CALENDAR REVIEW

Next Comprehensive Campaign Committee Meeting (Zoom)
Tuesday, March 28, 2023 at 1:00 — 2:00 p.m.

Next Governance and Nominations Committee Meeting (San Elijo)
Tuesday, April 25, 2023 at 2:00 — 3:00 p.m.

Next Finance Committee Meeting (San Elijo)

Tuesday, May 2, 2023 at 1:00 — 2:30 p.m.

Next Executive Committee Meeting (San Elijo)

Tuesday, May 2, 2023 at 3:00 — 4:00 p.m.

Next Quarterly Board Meeting (San Elijo)

Tuesday, May 16, 2023 at 3:00 — 6:00 p.m.

FUTURE AGENDA ITEMS

ADJOURNMENT
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Financial Statements
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MiraCosta College Foundation
(A California Nonprofit Corporation)
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Independent Auditor’s Report

The Board of Directors
MiraCosta College Foundation
Oceanside, California

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of MiraCosta College Foundation (the Foundation)

(a California nonprofit corporation), which comprise the statement of financial position as of June 30,
2022, and the related statements of activities, functional expenses, and cash flows for the year then
ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the financial position of the Foundation as of June 30, 2022, 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.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Foundation and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the Foundation’s ability to
continue as a going concern for one year after the date that the financial statements are available to be
issued.
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Auditor’s Responsibilities of the Audit of the Financial Statements

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

In performing an audit in accordance with GAAS, we:

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

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

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Foundation’s internal control. Accordingly, no such opinion is
expressed.

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

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

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

Rancho Cucamonga, California
, 2023
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MiraCosta College Foundation
Statement of Financial Position

June 30, 2022

Assets
Current assets
Cash and cash equivalents

S 1,898,764

Prepaid and Other Assets 10,145
Investments 15,704,005
Investments related to deferred gifts 724,537
Accounts receivable 58,105
Unconditional promises to give 417,734
Donated artwork held for sale 426,799
Total current assets 19,240,089
Noncurrent assets

Beneficial interest in assets held by the Foundation
for California Community Colleges 762,750
Cash surrender value of life insurance 28,842
Unconditional promises to give - net of amortized discount 721,734
Total noncurrent assets 1,513,326

Total assets

Liabilities and Net Assets
Current liabilities

$ 20,753,415

Accounts payable S 24,308
Due to MiraCosta Community College District 135,886
Total liabilities 160,194
Net assets

Without donor restrictions
Undesignated 1,964,581
Board designated 444,630
Total without donor restrictions 2,409,211
With donor restrictions 18,184,010
Total net assets 20,593,221

Total liabilities and net assets

See Notes to Financial Statements

$ 20,753,415
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MiraCosta College Foundation
Statement of Activities
Year Ended June 30, 2022
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Without Donor With Donor
Restrictions Restrictions Total
Public Support and Revenues
Contributions, gifts, and grants S 117,481 S 1,389,062 S 1,506,543
Contributions - assets held for sale 9,236 - 9,236
Contributions - gift in kind - 73,025 73,025
Contributions - District donated gift in kind 135,828 215,480 351,308
Management fees 209,020 (209,020) -
Net assets released from restrictions 1,315,500 (1,315,500) -
Total public support and revenues 1,787,065 153,047 1,940,112
Expenses
Program 1,315,500 - 1,315,500
Management and general 266,944 - 266,944
Total expenses 1,582,444 - 1,582,444
Other Income
Unrealized loss on investments (150,794) (2,504,016) (2,654,810)
Change in value of deferred gifts - 81,823 81,823
Change in cash surrender value of life insurance - 467 467
Change in value of beneficial interest
in assets held by Foundation for
California Community Colleges - (119,560) (119,560)
Interest and dividends, net 3,137 - 3,137
Total other income (147,657) (2,541,286) (2,688,943)
Change in Net Assets 56,964 (2,388,239) (2,331,275)
Net Assets, Beginning of Year 2,352,247 20,572,249 22,924,496
Net Assets, End of Year S 2,409,211 S 18,184,010 S 20,593,221

See Notes to Financial Statements
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FINAL DRAFT 3.1.23

MiraCosta College Foundation
Statement of Functional Expenses
Year Ended June 30, 2022

Management
Program and General Total

Foundation staff salaries and benefits 91,185 S 27,098 S 118,283
Donated salaries and benefits 208,200 132,466 340,666
Donated facility use 7,280 3,362 10,642
Gift in kind 73,025 - 73,025
Supplies 67,578 2,437 70,015
Other services 64,768 30,598 95,366
Travel, conferences, training 22,024 3,067 25,091
Dues and membership 12,040 451 12,491
Insurance - 13,411 13,411
Utilites and custodial 224 - 224
Contract services 110,134 39,817 149,951
Audit - 12,000 12,000
Advertising & postage 45,128 2,237 47,365
Direct student aid 527,994 - 527,994
Scholarships 85,920 - 85,920

Total 1,315,500 $ 266,944 $ 1,582,444

See Notes to Financial Statements
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FINAL DRAFT 3.1.23

MiraCosta College Foundation
Statement of Cash Flows
Year Ended June 30, 2022

Operating Activities
Change in net assets

$ (2,331,275)

Adjustments to reconcile change in net assets to net cash

flows from operating activities

Contributions restricted for long-term purposes 108,188
Net unrealized loss on investments 2,654,810
Distribution from beneficial interest in assets held by
the Foundation for California Community Colleges 38,800
Change in value of beneficial interest in assets held by
the Foundation for California Community Colleges 119,560
Change in value of deferred gifts (81,823)
Cash surrender value of life insurance (467)
Change in assets and liabilities
Prepaid and other assets (10,145)
Accounts receivable (57,922)
Unconditional promises to give 134,581
Donated artwork held for sale (9,236)
Accounts payable 19,046
Due to Miracosta Community College District 64,284
Net Cash Flows From Operating Activities 648,401
Investing Activities
Sale of investments 546,771
Purchase of investments (472,800)
Net Cash Flows From Investing Activities 73,971
Financing Activities
Collections of contributions restricted for long-term purposes (108,188)
Change in Cash and Cash Equivalents 614,184
Cash and Cash Equivalents, Beginning of Year 1,284,580

Cash and Cash Equivalents, End of Year

See Notes to Financial Statements

S 1,898,764
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MiraCosta College Foundation
Notes to Financial Statements
June 30, 2022

Note 1- Nature of the Organization and Summary of Significant Accounting Policies
Organization

The MiraCosta College Foundation (the Foundation) is a non-profit public benefit corporation organized under
the Non-profit Public Benefit Corporation Law of the State of California. The Foundation was incorporated on
April 26, 1967, as an independent foundation established under the laws of the State of California. The purpose
of the Foundation is to promote the benefits of the MiraCosta College (the College) and to assist in securing,
managing and distributing resources for students in the community. The members of the Foundation's Board of
Directors are composed of members from the local community. Advisors to the Board include the College
President, College management staff, a member of the Board of Trustees, Senate Presidents and Associated
Student Body President.

Financial Statement Presentation

The Foundation and the District are financially interrelated organizations as defined by Transfers of Assets to a
Nonprofit or Charitable Trust that Holds Contributions for Others, issued by the Financial Accounting Standards
Board (FASB). The Foundation reflects contributions received for the benefit of the District as revenue in its
financial statements. The expenses related to these contributions are accounted for under program and
supporting services.

The accompanying financial statements have been prepared on the accrual basis of accounting in accordance
with accounting principles generally accepted in the United States of America (GAAP). The FASB has established
the Accounting Standards of Codification (ASC) as the source of authoritative accounting principles to be applied
in the preparation of financial statements in accordance with GAAP. The financial statements include the
accounts maintained by and directly under the control of the Foundation. In addition, the Foundation is required
to present a statement of cash flows. The Foundation does not use fund accounting.

Net Asset Accounting

Net assets and revenues, expenses, gains, and losses are classified based on the existence or absence of donor-
imposed restrictions. Accordingly, net assets and changes therein are classified and reported as follows:

Net Assets Without Donor Restrictions - Net assets available for general use and not subject to donor or
grantor restrictions. Net assets without donor restrictions represents all resources over which the Board of
Directors has discretionary control for use in operating the Foundation. In addition, the Foundation's Board
has also designated various balances of net assets without donor restrictions for certain uses, as described
in Note 12.

Net Assets With Donor Restrictions - Net assets that are contributions and endowment investment earnings
subject to donor-imposed restrictions. Some donor-imposed restrictions are temporary in nature that may
or will be met, either by actions of the Foundation and/or the passage of time. Other donor-imposed
restrictions are perpetual in nature, where the donor stipulates that resources be maintained in perpetuity.
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MiraCosta College Foundation
Notes to Financial Statements
June 30, 2022

Revenue and Revenue Recognition

The Foundation recognizes contributions, including unconditional promises to give, as revenues in the period
the contribution or unconditional promise is received. Contributions of assets other than cash are recorded at
their estimated fair value at the time of the gift.

Contributions are reported as net assets with donor restrictions if they are received with donor stipulations that
limit the use of the donated assets. When a donor restriction expires, that is, when a stipulated time restriction
ends or purpose restriction is accomplished, net assets with donor restrictions are released from restrictions.
When a donor's restriction is met within the same year as the donation, the donation is reported as net assets
without donor restrictions.

Investments

Investments in marketable securities with readily determinable fair values and all investments in debt securities

are reported at their fair values in the statement of financial position. Unrealized gains and losses are included in
the change in net assets. Investment income (interest and dividends) is included in the change in net assets from
operations unless the gain or loss is restricted by donor or law.

Concentrations

The Foundation maintains cash and investment balances at banks in excess of Federal Deposit Insurance
Corporation (FDIC) and Securities Investor Protection Corporation (SIPC) limits. Deposit concentration risk is
managed by placing cash and investment balances with financial institutions believed by the Foundation to be
creditworthy. Management believes credit risk is limited.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principle requires
management to make estimates and assumptions that affect reported amounts of assets and liabilities at the
date of financial statements and the reported amounts of and revenues and expenses during the reporting
period. Actual results could differ from those estimates, and those differences could be material.

Donated Services and Goods and In-Kind Contributions

Donated services are recognized as contributions if the services create or enhance nonfinancial assets or require
specialized skills, are performed by people with those skills, and would otherwise be purchased by the
Foundation. In addition, a number of volunteers have donated time to the Foundation's fundraising campaigns,
which have not been reflected in the accompanying financial statements because the recognition criteria were
not met. Donated salaries, benefits and facilities received from the District per the terms of the Master
Agreement, are recorded as contributions at the estimated fair value that the Foundation would have otherwise
paid for the same service. The value of those contributed items is recognized as both revenue and expense to
the Foundation.
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MiraCosta College Foundation
Notes to Financial Statements
June 30, 2022

Cash and Cash Equivalents

Cash and cash equivalents are defined as all checking and money market accounts with an original maturity of
90 days or less.

Pledges Receivable

Contributions are recognized when the donor makes a promise to give to the Foundation that is, in substance,
unconditional. When a restriction expires, donor-restricted net assets are reclassified to net assets without
donor restrictions. Unconditional promises to give that are expected to be collected within one year are
recorded at net realizable value. Unconditional promises to give that are expected to be collected in future years
are recorded at fair value, which is measured as the present value of their future cash flows. The discounts on
those amounts are computed using risk-adjusted interest rates applicable to the years in which the promises are
received. Amortization of the discounts is included in contribution revenue. Conditional promises to give are not
included as support until the conditions are substantially met. Contributions of assets other than cash are
recorded at their estimated fair value at the time of the gift. At June 30, 2022, unconditional promises to give
have been recorded in the financial statements in the amount of $1,139,468, net of unamortized discount.

The Foundation uses the allowance method to determine uncollectible unconditional promises receivable. The
allowance is based on prior years' experience and management's analysis of specific promises made.
Management has determined all amounts to be collectible.

Beneficial Interest in Assets held by Community Foundation

During 2008, the Foundation established an endowment fund that is perpetual in nature (the Fund) under a
community foundation's (the CF) Osher Endowment Scholarship program and named the Foundation as a
beneficiary. Variance power was granted to the CF which allows the CF to modify any condition or restriction on
its distributions for any specified charitable purpose or to any specified organization if, in the sole judgment of
the CF's Board of Directors, such restriction or condition becomes unnecessary, incapable of fulfillment, or
inconsistent with the charitable needs of the community. The Fund is held and invested by the CF for the
Foundation's benefit and is reported at fair value in the statement of financial position, with distributions and
changes in fair value recognized in the statement of activities.

Income Taxes

The Foundation is a charitable, not-for-profit, tax-exempt organization qualified under provisions of

Section 501(c)(3) of the Internal Revenue Code and corresponding California provisions. Accordingly, no
provision for income taxes has been provided in the financial statements. The Foundation has also been
classified as an entity that is not a private foundation within the meaning of Section 509(a) and qualifies for
deductible contributions as provided in Section 170(b)(A)(vi). The Foundation annually files information returns,
Forms 990, 199, and RRF-1, with the appropriate agencies. There was no unrelated business activity income.
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MiraCosta College Foundation
Notes to Financial Statements
June 30, 2022

The Foundation has adopted FASB ASC Topic 740 that clarifies the accounting for uncertainty in tax positions
taken or expected to be taken on a tax return and provides that the tax effects from an uncertain tax position
can be recognized in the financial statements only if, based on its merits, the position is more likely than not to
be sustained on audit by the taxing authorities. Management believes that all tax positions taken to date are
highly certain, and, accordingly, no accounting adjustment has been made to the financial statements.

Accounts Payable and Current Liabilities

Accounts payable balance consists of expenditures incurred prior to fiscal year end, but not yet paid. Due to
MiraCosta Community College District (the District) balance consists of payroll processed by the District on
behalf of the Foundation and other miscellaneous expenditures owed to the District.

Allocation of Functional Expenses

The costs of program and supporting services activities have been summarized on a functional basis in the
statement of activities. The statement of functional expenses presents the natural classification detail of
expenses by function. Accordingly, certain costs have been allocated among the programs and supporting
services benefited. The financial statements report certain categories of expenses that are attributed to more
than one program or supporting function. Therefore, expenses require allocation on a reasonable basis that is
consistently applied.

Management Fee

Endowments received by the Foundation are subject to a 1.5% endowment management fee. The fee is
assessed annually at 1.5% of the endowment fund balance before distribution. In addition, the Foundation
assesses a 5% gift fee on all planned gifts, at the time of receipt. Revenues received from management fees are
used by the Foundation to cultivate and solicit new gifts, as well as pay for administrative overhead related to
processing gifts and endowments.

Change in Accounting Principle

As of July 1, 2021, the Foundation adopted the provisions of Accounting Standards Update (ASU) 2020-07, Not-
for- Profit Entities (Topic 958) Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial
Assets. The standard requires enhanced presentation and disclosure of contributed nonfinancial assets.
Management has adopted the amendments of this update on a retrospective basis, because it provides
increased and more transparent disclosure around contributed nonfinancial assets.

10
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MiraCosta College Foundation
Notes to Financial Statements
June 30, 2022

Note 2- Liquidity and Availability

Financial assets available for general expenditure, that is, without donor or other restrictions limiting their use,
within one year of the statement of financial position date, comprise the following:

Cash and cash equivalents S 1,898,764
Board reserves 50,000
Accounts receivable 58,105

S 2,006,869

Liquidity Management

To manage liquidity, the Foundation structures its financial assets to be available as its general expenditures,
liabilities and other obligations become due. To ensure the stability of its mission, programs, employment, and
ongoing operations, the Foundation maintains Board-Designated Operating Reserves. Quarterly, the Vice
President, Institutional Advancement and the Finance Committee chair will determine if funds need to be
transferred from the Operations Reserve Account (Vanguard) into local operating accounts to meet upcoming
cash needs. The assets apportioned to the Reserve Account (Portfolio) are to be invested with the objective of
security of principal and short-term liquidity.

Note 3 - Unconditional Promises to Give

The Foundation's unconditional promises to give consisted of the following at June 30, 2022:

Unconditional promises to give before unamortized

discount and allowance for doubtful accounts 1,147,734
Less: Unamortized discount (8,266)
Net Unconditional Promises to Give S 1,139,468

Unconditional promises to give can be classified as without, or with donor restriction. Management has
determined that all amounts are deemed collectible at June 30, 2022.

11
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FINAL DRAFT 3.1.23

MiraCosta College Foundation
Notes to Financial Statements
June 30, 2022

The Foundation has been promised unconditional promises to give, which were classified as follows at

June 30, 2022:

Deferred Action

Annual for Childhood Hatoff
Fund Arrivals (DACA) Endowment
Amounts due in
Due within one year $62,734 $35,000 $15,000
Due within one to five years - 25,000 200,000
Less: Unamortized discount - (62) (1,988)
Subtotal long-term portion of
unconditional promises to give - 24,938 198,012
Total S 62,734 S 59,938 S 213,012
Karetas Promise
Family Program Total
Amounts due in
Due within one year $5,000 $300,000 S 417,734
Due within one to five years 5,000 500,000 730,000
Less: Unamortized discount (13) (6,203) (8,266)
Subtotal long-term portion of
unconditional promises to give 4,987 493,797 721,734
Total S 9,987 S 793,797 S 1,139,468

The discount rate used was 0.25% for the year ended June 30, 2022.

Note 4 -

Donated Artwork Held For Sale

During the year ended June 30, 2021, the Foundation received various works of art, which based on donor
stipulations can be sold for the benefit of the Foundation’s mission. The works of art were valued using

independent appraisals. As of June 30, 2022, the balance of artwork held for sale was $426,799.

12
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MiraCosta College Foundation
Notes to Financial Statements
June 30, 2022

Note 5- Investments

Investments are stated at fair value and are summarized as of June 30, 2022:

Investments
Investments S 15,704,005
Deferred gifts 724,537
Beneficial interest in assets held by the
Foundation for California Community Colleges 762,750
Total investments S 17,191,292

The investment return consists of the following at June 30, 2022:

Without Donor With Donor
Restrictions Restrictions Total
Interest and dividends S 42,473 S - S 42,473
Unrealized loss on investments (150,794) (2,504,016) (2,654,810)
Total investment loss (108,321) (2,504,016) (2,612,337)
Investment fees (39,336) - (39,336)
Total investment loss, net of fees S (147,657) S (2,504,016) S (2,651,673)

Note 6 - Fair Value Measurement and Disclosures

Certain assets are reported at fair value in the financial statements. Fair value is the price that would be received
to sell an asset or paid to transfer a liability in an orderly transaction in the principal, or most advantageous,
market at the measurement date under current market conditions regardless of whether that price is directly
observable or estimated using another valuation technique. Inputs used to determine fair value refer broadly to
the assumptions that market participants would use in pricing the asset or liability, including assumptions about
risk. Inputs may be observable or unobservable. Observable inputs are inputs that reflect the assumptions
market participants would use in pricing the asset or liability based on market data obtained from sources
independent of the reporting entity. Unobservable inputs are inputs that reflect the reporting entity’s own
assumptions about the assumptions market participants would use in pricing the asset or liability based on the
best information available.

13
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MiraCosta College Foundation
Notes to Financial Statements
June 30, 2022

A three-tier hierarchy categorizes the inputs as follows:

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities that can be accessed
at the measurement date.

Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly or indirectly. These include quoted prices for similar assets or liabilities in active markets,
qguoted prices for identical or similar assets or liabilities in markets that are not active, inputs other than
qguoted prices that are observable for the asset or liability, and market-corroborated inputs.

Level 3 - Unobservable inputs for the asset or liability. In these situations, inputs are developed using the
best information available in the circumstances.

The fair value of the beneficial interest in assets held by the Foundation for California Community Colleges is
based on the fair value of fund investments as reported by the Foundation. These are considered to be level 3
measurements.

Assets and Liabilities Recorded at Fair Value on a Recurring Basis
The following table presents the balances of the assets measured at fair value on a recurring basis as of June 30,

2022. The Foundation did not have any liabilities measured at fair value on a recurring basis as of June 30, 2022.
The Foundation has no assets or liabilities recorded at fair value on a non-recurring basis as of June 30, 2022.

Level 1 Level 3 Total
Assets

Equity S 11,424,991 S - S 11,424,991
Fixed income 4,279,014 - 4,279,014
Deferred gifts - 724,537 724,537

Beneficial interest in assets held by the Foundation
for California Community Colleges - 762,750 762,750
Total S 15,704,005 S 1,487,287 S 17,191,292

Note 7 - Deferred Gifts

The Foundation is the beneficiary of various charitable remainder trusts, administered by the Community
College League of California and one individual trustor, which provide for the payment of distributions to the
grantor or other designated beneficiary over the trust's term (generally the designated beneficiary's lifetime). At
the end of the trust's term, the remaining assets are available to the Foundation. The Foundation recognizes the
fair value of its interest in the trust at the time the trust is established as a contribution. Fair value is based on
the present value of the estimated future benefits to be received using discount rates ranging from 5.6% to
8.4%.

14
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MiraCosta College Foundation
Notes to Financial Statements
June 30, 2022

Assets held in the charitable remainder trusts totaled $724,537 at June 30, 2022, and are reported at fair value
or cost, depending on the nature of the assets in the statement of financial position. The Foundation revalues its
liability to make distributions to the other designated beneficiaries annually based on mortality tables and other
applicable factors. The revision of this liability together with the amortization of the discount associated with the
contribution is reported as changes in the value of deferred gifts in the statement of activities.

Note 8 - Beneficial Interest in Assets Held by the Foundation for California Community Colleges -
Osher Endowment Scholarship

The Foundation for California Community Colleges (FCCC) has created a permanent endowment fund intended
to provide scholarship support to California Community College students in perpetuity. The fund began in

May 2008 with a $25 million lead gift from The Bernard Osher Foundation. The Bernard Osher Foundation will
provide scholarship matching funds annually to colleges that participate. In order to take advantage of this
opportunity, the District and its donors have contributed $682,313. As of June 30, 2022, the ending balance of
the Osher Endowment Scholarship was $762,750. The Foundation receives no additional interest or dividends on
the balance held at the FCCC and does not participate in the investment management of the funds. All donations
to the FCCC Osher Endowment Scholarship must remain in the fund permanently and cannot be returned or
used for other purposes.

Note 9- Donor Designated Endowments

The Foundation's financial assets consist of various funds established for a variety of purposes. As required by
generally accepted accounting principles (GAAP), net assets associated with endowments funds, are classified
and reported based on existence or absence of donor-imposed restrictions.

The Board of Directors 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 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 retains in perpetuity (a) the original value of gifts donated to permanent
endowment, (b) plus the original value of subsequent gifts to the endowments, (c) plus accumulation 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 funds
that is not held in perpetuity is classified as net assets with donor restrictions and may be 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: (1) the duration and preservation of the various
funds, (2) the purposes of 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, and (7) the Foundation's investment policies.
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Investment Return Objectives, Risk Parameters, and Strategies

The Foundation has adopted investment and spending policies, approved by the Board of Directors, for
endowment assets that attempt to provide a predictable stream of funding to programs supported by its
endowment funds by preserving the long-term, real purchasing power of assets while providing a relatively
predictable and growing stream of annual distributionsin support of the institution. Endowment assets are
invested in a well-diversified mix including equity and fixed-income securities, intended to provide an inflation-
protected rate of return satisfying the distribution requirements while protecting the corpus. Investment risk is
measured in terms of the total endowment fund, not individual endowments.

Spending Policy
The Foundation's Board approved spending policy was created to protect the values of the endowments. An
endowment spending rate of no more than 5.5% is based on a three-year moving average of current market

values as of June 30, 2022. This rate is reviewed on an annual basis.

Endowment net asset composition by type of fund as of June 30, 2022, is as follows:

Total Net
Without Donor With Donor Endowment
Restrictions Restrictions Funds
Donor-restricted endowment funds S - S 12,936,188 S 12,936,188
Board-designated endowment funds 394,630 - 394,630
Total $ 394,630 $ 12,936,188 $ 13,330,818
Changes in endowment net assets as of June 30, 2022, are as follows:
Total Net
Without Donor With Donor Endowment
Restrictions Restrictions Funds
Balance at June 30, 2021 S 494,101 S 16,069,395 S 16,563,496
Contributions - 108,188 108,188
Change in value of investments (76,435) (2,570,669) (2,647,104)
Amounts appropriated for expenditures (23,036) (670,726) (693,762)
Balance at June 30, 2022 S 394,630 S 12,936,188 S 13,330,818
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Note 10 - Restrictions of Net Asset Balances

Donor-restricted net assets with time and/or purpose restrictions consist of the following at June 30, 2022:

Deferred gifts and cash surrender value of life insurance S 753,379
Campus Activity 2,682,207
Donor restricted endowments 1,408,770
Foundation scholarships 1,129,923

Total net assets with time/purpose restriction S 5,974,279

Donor-restricted net assets with perpetual restrictions consist of the following at June 30, 2022:

Scholarship endowments S 4,071,545

Beneficial interest in assets held by the Foundation
for California Community Colleges 682,313
General endowments 7,455,873
Total net assets with perpetual restriction S 12,209,731

Note 11 - Net Assets Released from Restrictions

The sources of net assets released from donor restrictions by incurring expenses satisfying the restricted
purposes were as listed below at June 30, 2022:

Scholarships and grants S 613,914
Other program services 413,081
Donated salaries and facility use 215,480
Gift in Kind 73,025

Total S 1,315,500

Note 12 - Board Designated Net Assets

Net assets without donor restrictions that have been Board designated consist of the following at June 30, 2022:

Board-designated endowment funds S 394,630
General Reserves 50,000
Total S 444,630
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Note 13 - Transactions with Related Entities

There are certain administrative costs of the Foundation that are paid by the District in accordance with a
Memorandum of Understanding between the District and the Foundation. The District believes that so long as
the Foundation continues to adequately perform funds management and fundraising assistance to the District,
the District's best interests are served by continuing to support the Foundation's operations by providing
personnel, certain facilities, and administrative services including the services of the District's Vice President,
Institutional Advancement.

For the year ended June 30, 2022, the Foundation received $340,666 in donated salaries and benefits and
$10,642 in donated facilities from the District in alignment with the Memorandum of Understanding.

Note 14 - Subsequent Events

The Foundation’s management has evaluated events or transactions that may occur for potential recognition or

disclosure in the financial statements from June 30, 2022 through , 2023, which is the date the
financial statements were available to be issued.
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