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INDEPENDENT AUDITORS’ REPORT

The Board of Trustees
Palo Verde College Foundation
Blythe, California

We have audited the accompanying financial statésneh Palo Verde College Foundation (a nonprofit
organization), which comprise the statement ofrfaial position as of June 30, 2018, and the relstatdments
of activities, functional expenses and cash floarstfie year then ended and the related notes téintecial
statements.

Management's Responsibility for the Financial Statments

Management is responsible for the preparation amdfesentation of these financial statementsoomlance
with accounting principles generally accepted ie tnited States of America; this includes the desig
implementation, and maintenance of internal coml@vant to the preparation and fair presentatidimancial
statements that are free from material misstaternadrether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on ¢hiisancial statements based on our audit. Wewded our
audit in accordance with auditing standards gelyeaakcepted in the United States of America. Trstaedards
require that we plan and perform the audit to ebtaasonable assurance about whether the finastateiments
are free from material misstatement.

An audit involves performing procedures to obtairitevidence about the amounts and disclosurgkdn
financial statements. The procedures selectedndepe the auditor’s judgment, including the assesdrof the
risks of material misstatement of the financiatesteents, whether due to fraud or error. In makimgse risk
assessments, the auditor considers internal caeleant to the entity’s preparation and fair preation of the
financial statements in order to design audit pdaces that are appropriate in the circumstances)diuor the
purpose of expressing an opinion on the effectigsioé the entity’s internal control. Accordinglye express no
such opinion. An audit also includes evaluating #ppropriateness of accounting policies used aed t
reasonableness of significant accounting estimatede by management, as well as evaluating the lbvera
presentation of the financial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basisour audit
opinion.

17072 Silica Drive, Suite 101 * Victorville * @lifornia 92395
(760) 241-6376 * Fax (760) 241-2011
messnerandhadley.com



The Board of Trustees
Palo Verde College Foundation

Opinion

In our opinion, the financial statements referredabove present fairly, in all material respechkg financial
position of Palo Verde College Foundation as o®eJ8d, 2018, and the changes in its net assetdsandsh flows
for the year then ended in accordance with accogngirinciples generally accepted in the United eStabf
America.

777&441&1) £ /Zézw?, LELP,

Messner & Hadley, LLP
Certified Public Accountants

Victorville, California
January 22, 2019



Palo Verde College Foundation
(A Non-Profit Organization)

Statement of Financial Position
June 30, 2018

ASSETS
Current assets:
Cash and cash equivalents

Total current assets
Noncurrent assets:
Investments

Beneficial interest in FCCC Endowment

Total noncurrent assets

TOTAL ASSETS

NET ASSETS
Unrestricted
Permanently Restricted

Total Net Assets

TOTAL NET ASSETS

$

77,134

77,134

1,342,270
136,841

1,479,111

1,556,245

287,247
1,268,998

1,556,245

1,556,245

The accompanying notes are an integral part oetfirancial statements.

3



Palo Verde College Foundation
(A Non-Profit Organization)

Statement of Activities
For the Fiscal Year Ended June 30, 2018

Permanently
Unrestricted Restricted Total

Support and Revent

Contributions 38,296 $ 10,000 $ 48,296

Special Event Revenue 11,185 - 11,185

Investment Income/Loss, net 19,525 60,786 80,311

Net Assets Released from Restrictions (42,061) 42,061 -
Total Support and Revenues 26,945 112,847 139,792
Expense:

Program Services 50,160 - 50,160

General and Administration 7,768 - 7,768

Fundraising 3,346 - 3,346
Total Expenses 61,274 - 61,274
Change in Net Assets (34,329) 112,847 78,518
Net Assets-Beginning 321,576 1,156,151 1477,727
Net Assets-Ending $ 287247 $ 1,268998 $ 1,556,245

The accompanying notes are an integral part oktfirancial statements.
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Palo Verde College Foundation
(A Non-Profit Organization)

Statement of Functional Expenses
For the Fiscal Year Ended June 30, 2018

Program General and
Services AdminstrativeFundraising Total

Fundraising Supplies and Event Expense$ -$ - $ 3346 $ 3346
Fees - 30 - 30
Insurance - 1,190 - 1,190
Legal and Professional - (775) - (775)
Miscellaneous - 7,323 - 7,323
Scholarships and Grants 50,160 - - 50,160

Total Functional Expenses $ 50160 $ 7,768 $ 3346 $ 61,274

The accompanying notes are an integral part oktfirancial statements.
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Palo Verde College Foundation
(A Non-Profit Organization)

Statement of Cash Flows
For the Fiscal Year Ended June 30, 2018

CASH FLOWS FROM OPERATING ACTIVITIES

Change in Net Assets $ 78518
Adjustments to Reconcile the Change in Net Assel¢éett Cash
Provided by (Used In) Operating Activities:
Net Realized and Unrealized (Gain) Loss on Investse (20,588)
Net Cash Provided By (Used In) Operating Activities 57,930
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Investments, Net (77,902)
Total Cash Provided By (Used In) Investing Acthgti (77,902)
Net Increase (Decrease) in Cash and Cash Equwalent (19,972)
Cash and Cash Equivalents-Beginning 97,103
Cash and Cash Equivalents-Ending $ 77,131

The accompanying notes are an integral part oktfirancial statements.
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Palo Verde College Foundation
(A Non-Profit Organization)

Notes to Financial Statements
June 30, 2018

NOTE 1 — NATURE OF OPERATIONS AND SUMMARY OF SIGNIF ICANT ACCOUNTING POLICIES

Organization
The Palo Verde College Foundation (the “Foundajias’a California nonprofit auxiliary organizatiaf Palo

Verde College District. The Foundation was orgedizvith the purpose of providing benefit to the eational
programs and services of the Palo Verde CollegtiEtigthe District). The Foundation is authorizedoperate as
an auxiliary organization of the District under thievisions of Article 6 of Chapter 6 of Part 45tbé Education
Code.

Basis of Accounting
The financial statements of the Foundation have Ipeepared on the accrual basis of accountingasudrdingly,
reflect all significant receivables, payables, atiter liabilities.

Basis of Presentation

The financial statements of the Foundation aregmtesl in accordance with Financial Accounting Saadsl
Board's (FASB) Accounting Standards CodificationS@) Topic 958-210-50. Under ASC 958-210-50, the
Foundation is required to report information regagdts financial position and activities accorditagthree classes
of net assets: unrestricted, temporarily restricimad permanently restricted. In addition, the rieaiion is
required to present a statement of cash flows.eR&ss are recognized when earned, and expensesagaized
when incurred in accordance with the accrual bafséecounting.

The Foundation and the District are financiallyemélated organizations as defined by ASC Topic-GGS
Transfers of Assets to a Nonprofit or Charitablaustrthat Holds Contributions for OthersThe Foundation
reflects contributions received for the benefittlod District as revenue in its financial statemenifie expenses
related to these contributions are accounted fdeuprogram and supporting services.

Cash and Cash Equivalents
Cash and cash equivalents include all monies irkda@md investments that are available for curreset with
maturity dates of less than 90 days, when purchaseédavailable for current operations.

The Foundation minimizes credit risk associatechvaash by periodically evaluating the credit qyabf its
primary financial institution. The balances atésmmay exceed federally insured limits. The Fotiodéhas not
experienced any losses in such accounts and maeagéelieves the Foundation is not exposed to mmjfisant
credit risk related to cash.

Investments

The Foundation’s method of accounting for investtada the fair value method. Fair value is deteedi by
published quotes when they are readily availabdejustments to fair values are included in the agganying
statement of financial position and statement ti/aies.



Palo Verde College Foundation
(A Non-Profit Organization)

Notes to Financial Statements
June 30, 2018

NOTE 1 — NATURE OF OPERATIONS AND SUMMARY OF SIGNIF ICANT ACCOUNTING POLICIES
(continued)

Revenue Recognition

Contributions and bequests are recognized in fakmwreceived or unconditionally promised, in acaoa® with
professional standards. All contributions are abered available for unrestricted use unless sipatlif restricted
by donors for future periods or specific purposbgnor-restricted amounts are reported as incréagesnporarily
or permanently restricted net assets. Temporeegiricted net assets become unrestricted, ancepoeted in the
Statement of Activities as net assets released festnictions, when the time restrictions expiréha contributions
are used for the restricted purpose. Permanentiricted net assets are those net assets whosbky ube
Foundation is restricted by donor-imposed stipafegithat neither expire by the passage of timeaobe fulfilled
and removed by the actions of the Foundation, andist of contributions to the Foundation’s endowtifand.

Income Taxes

The Foundation is exempt from federal income tadewrsection 501(c)(3) of the Internal Revenue QMRIE) and
is classified as a public charity with the meanifignternal Revenue Code Section 509(a). Contidbgtreceived
qualify as tax deductible gifts as provided in 8ectl70(b)(1)(A)(vi). The Foundation is also exdnfifpm

California State franchise and income taxes uneeti@ 23701(d) of the California Revenue and Tiaxa€ode.
Accordingly, no provision for income taxes has besftected in these financial statements.

The Foundation’s Federal Form 99Return of Organization Exempt from Income ,Tard State Form 109,
California Exempt Organization Business Income Raturn are subject to examination by the IRS for threary,
and by the State Franchise Tax Board for four yexdtsr they were filed. The Foundation is not enaf any such
examination at this time. The Foundation has astbftASB ASC Topic 740 that clarifies the accountiog
uncertainly in tax positions taken or expectedédadken on a tax return and provides that the ff@cts from an
uncertain tax position can be recognized in tharfaial statements only if, based on its merits pibstion is more
likely than not to be sustained on audit by thénguauthorities. Management believes that allgasitions taken
to date are highly certain, and, accordingly, noaating adjustment has been made to the finasgments.

Fair Value Measurements

FASB ASC Topic 820Fair Value Measurementgprovides a framework for measuring fair valueASB ASC
Topic 820 also establishes a fair value hierardtat distinguishes between inputs based on market fdam
independent sources (observable inputs) and a tiegoentity’s internal assumptions based upon tlestb
information available when external market datinited or unavailable (unobservable inputs).

The fair value hierarchy in FASB ASC Topic 820 pitiaes fair value measurements into three levaklseld on the
nature of the inputs. The three levels of thevalue hierarchy under FASB ASC Topic 820 are HeWs:

Level 1 — Investments in this category are valued basedumted prices in active markets for identical
assets that are accessible at the measurementAlatactive market is a market in which transacidor
the asset occur with sufficient frequency and vaumprovide pricing information on an ongoing lsasi



Palo Verde College Foundation
(A Non-Profit Organization)

Notes to Financial Statements
June 30, 2018

NOTE 1 — NATURE OF OPERATIONS AND SUMMARY OF SIGNIF ICANT ACCOUNTING POLICIES
(continued)

Level 2— Investments in this category are valued basedmuts, in the absence of activity quoted market
prices, which are observable for the asset, eiivectly or indirectly. Level 2 inputs include:)(guoted
prices for similar assets in active markets; (lgtgd prices for identical or similar assets in retskhat are
not active; (c) inputs other than quoted priced tlra observable for the asset such as interesst eatd
yield curves observable at commonly quoted intstvahd (d) inputs that are derived principally from
corroborated by observable market data by coroglair other means.

Level 3 — Investments in this category are valued basednabservable inputs for asset. Unobservable
inputs are used to the extent observable inputsi@r@available, thereby allowing for situationswhich
there is little, if any, market activity for theset at the measurement date.

Functional Expenses

The costs of providing services have been sumnthorea functional basis in the statement of aatisit Certain
costs and expenditures have been allocated betwrmgram, fundraising, and supporting services based
management’s estimates.

Estimates

The preparation of financial statements in confoymiith accounting principles generally acceptedha United
States of America requires management to make @stsrand assumptions that affect the reported asain
assets and liabilities and disclosure of contingesets and liabilities at the date of the findrat@tements and the
reported amounts of revenues and expenses duringegorting period. Actual results could diffeorfr those
estimates.

NOTE 2 INVESTMENTS

The table below sets forth by level, within ther fealue hierarchy, the Foundation’s investmentfamtvalue on
June 30, 2018:

Carrying
Value Level 1 Level 2 Total
Cash $ 11226 $ 11226 $ - $ 11,226
Equities 691,038 691,038 - 691,038
Fixed income securities 640,009 640,009 - 640,009
Beneficial interest in FCCC endowr 136,841 - 136,841 136,841
Total $1,479,114 $1,342273 $136,841 $1,479,114




Palo Verde College Foundation
(A Non-Profit Organization)

Notes to Financial Statements
June 30, 2018

NOTE 2 INVESTMENTS (continued)

The following table summarizes the investment retwhich are recorded in the statement of actavitie

Realized gains (losses) on investments $ 56,471
Unrealized gains (losses) on investments (35,883)
Interest and dividend earnings 69,812
Total investment income 90,400
Investment expenses (10,089)
Total $ 80311

NOTE 3 — BENEFICIAL INTEREST IN FCCC ENDOWMENT

FCCC Endowment is a pooled investment fund helthbyFoundation for California Community College€EC)
and is permanently restricted for community collegbolarships. Management and investment overgigtite
responsibility of the Foundation for California Comnity Colleges (FCCC) as directed by the donomnBel
Osher from the Osher Foundation.

The initial gift from the Osher Foundation of $28limn and any match from the Osher Foundationcmesidered
gifts to the FCCC and remain assets of the FCC@aatt agreement. Subsequent fundraising by thedadion
that results in monies transferred to FCCC may nemparmanently restricted assets of the Foundatiahwill be
reflected as such on all financial reporting. Hwere all donations to the endowment must be lefthe fund
permanently and cannot be returned or used for pilmposes.

The Osher Endowed Scholarship campaign ended an 3wn2011 which was the final date contributiamshis
fund were eligible for the 1 to 2 match. Totaleisghat were transferred by the Foundation paaiune 30, 2011
were matched, and the total investment in the fuad permanently established. Contributions arenpnently
restricted and may only be used for scholarshijzording to the terms of the donor agreement betvtke Osher
Foundation and the Foundation for California Comityuolleges (FCCC), a minimum of 5 percent will be
distributed annually from the endowment earningsttfe event earnings are below 5 percent, distabsitwill be
from the corpus) to the colleges. Distributiond wtcur bi-annually for the Fall and Spring seneestand will be
based upon the total investment for each colleDstributions to the Foundation from the Osher Fiation are
classified as contributions and assets on the ¢inhatatements.

The Foundation classifies its investments in FCECevel 2.
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Palo Verde College Foundation
(A Non-Profit Organization)

Notes to Financial Statements
June 30, 2018

NOTE 4 — DONATED SERVICES, GOODS AND FACILITIES

The Foundation receives a significant amount ofatieeh services from unpaid volunteers who assiiridraising
and special projects. The District contributeshi Foundation by providing various administrativactions. To
date, the Foundation has not had a policy of réagrthese values in the financial statements imm@ance with
generally accepted accounting principles.

NOTE 5 — RELATED PARTIES

As described in Note 1, the Foundation is a suppmpudrganization of the District; therefore, tracisans between
the Foundation and the District, District personrsldents at the District, and programs of thetrisare
expected.

During the year ended June 30, 2018, the Foundatidinectly supported the District by providing gta to
students of the District, paying programmatic exjiemes, and/or reimbursing District personnel degartments
for programmatic costs. The Foundation’s totalpguptotaled $50,160.

The Foundation was further supported by the involmet of District personnel in the Foundation's dgeand
programs. The total of these contributions hadeen segregated from the non-District affiliatedtabutions.

NOTE 6 — NET ASSETS

At June 30, 2018, net assets are categorizedlagol

Unrestricted net assets:
Unrestricted $ 287,247

Permanently restricted for:

Endowments for scholarships 1,132,157
Assets held at Foundation for CA Community Colleges 136,841
1,268,998
Total net assets $1,556,245

Permanently Restricted Net Assets

The Foundation’s endowment consists of approxime2ehdividual funds established primarily for stdrships.
Net assets associated with endowment funds arsifdalsand reported based on the existence or abs#rdonor-
imposed restrictions.
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Palo Verde College Foundation
(A Non-Profit Organization)

Notes to Financial Statements
June 30, 2018

NOTE 6 — NET ASSETS (continued)

Endowment Funds

Interpretation of Relevant Law

The Board of Trustees of the Foundation has ing¢eprthe Sniform Prudent Management of Institutiéineds Act
(SPMIFA) as requiring the preservation of the faifue of the original gift as of the gift date betdonor-restricted
endowment funds absent explicit donor stipulatimnhe contrary. As a result of this interpretatithe Foundation
classifies as permanently restricted net assetsthé original value of gifts donated to the pemare endowment,
(b) the original value of subsequent gifts to tlenpanent endowment, and (c) accumulations to thengreent
endowment made in accordance with the directionthef applicable donor gift instrument at the time th
accumulation is added to the fund. The remainiogign of the donor-restricted endowment fund tlsanhot
classified in permanently restricted net assetsaissified as temporarily restricted net assets tnaise amounts are
appropriated for expenditure by the Foundation maaner consistent with the standard of prudenescpibed by
SPMIFA. In accordance with SPMIFA, the Foundatonsiders the following factors in making a deteration to
appropriate or accumulate donor-restricted endowifuends: (1) the duration and preservation of thgous funds,
(2) the purposes of the donor-restricted endowrherds, (3) general economic conditions, (4) thesjiis effect of
inflation and deflation, (5) the expected totalurat from income and the appreciation of investme(@} other
resources of the Foundation, and (7) the Foundatiomestment policies.

Investment Return Objectives, Risk Parameters &nategies

The Foundation has adopted investment and spempdinges, approved by the Board of Trustees, fatosyment
assets that attempt to provide a predictable sti@faftnding to programs supported by its endowniantls while
also maintaining the purchasing power of those emaent assets over the long-term. Accordingly,itivestment
process seeks to achieve an after-cost total e¢al of return, including investment income as vesl capital
appreciation, which exceeds the annual distributvih acceptable levels of risk. Endowment asastsnvested in
a well diversified asset mix, which includes equaiyd debt securities, that is intended to resuld iconsistent
inflation-protected rate of return that has suéfidiliquidity to make an annual distribution of 48file growing the
funds if possible. Therefore, the Foundation eigpés endowment assets, over time, to producevarage rate of
return of approximately 5-7% annually. Actual resiin any given year may vary from this amounmyvektment
risk is measured in terms of the total endowmentfunvestment assets and allocation between aksstes and
strategies are managed to not expose the fundaiccaptable levels of risk.

Spending Policy

The Foundation has a policy of appropriating fastrithution each year 4% of its endowment fund’srage fair
value of the prior 12 quarters through the calendsr-end preceding the fiscal year in which tharitliution is
planned. In establishing this policy, the Fourmlatconsidered the long-term expected return ornitsstment
assets, the nature and duration of the individodbement funds, many of which must be maintaineperpetuity
because of donor-restrictions, and the possiblecesffof inflation. The Foundation expects the enirrspending
policy to allow its endowment funds to grow at aniwal average rate of 2% annually, which is coesistvith the
Foundation’s objective to maintain the purchasiogvgr of the endowment assets as well as to proadditional
real growth through investment return.
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Palo Verde College Foundation
(A Non-Profit Organization)

Notes to Financial Statements
June 30, 2018

NOTE 6 — NET ASSETS (continued)

Changes in endowment net assets, as of June 38, &@las follows:

Permanently
Restricted
Endowment net assets, July 1, 2017 1,156,151
Contributions 10,000
Investment income 100,274
Net appreciation (depreciation) (39,488)
Amounts appropriated for expenditure 42,061
Endowment net assets, June 30, 2018 $ 1,268,998

NOTE 7 — CONTINGENCIES

The Foundation may be subject to various claingallproceedings, and investigations covering a washge of
matters that arise in the ordinary course of bigsindn the opinion of management all such mattegsadequately
covered by insurance or by accruals, and if natmaered, are without merit or are of such kindromive such
amounts, as would not have a significant effecthenfinancial position or results of operationghed Foundation if

disposed of unfavorably.

NOTE 8 — SUBSEQUENT EVENTS

In compliance with ASC 855'Subsequent Events"the Foundation has evaluated subsequent evemtsgth
January 22, 2019, the date the financial statemeaits available to be issued and, in the opiniomahagement,

there are no subsequent events which need to tiesksl.
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