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Independent Auditor’s Report

The Board of Directors
Southwestern College Foundation
Chula Vista, California

Report on the Financial Statements

We have audited the accompanying financial statements of the Southwestern College Foundation

(the Foundation) (a California nonprofit corporation), which comprise the statement of financial position
as of June 30, 2020 and the related statements of activities, functional expenses, and cash flows for the
year then ended, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

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

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 and the standards applicable to financial audits contained Governmental Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the 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 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 the Southwestern College Foundation as of June 30, 2020, and the changes in its net
assets and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated

December 4, 2020, 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 solely to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the effectiveness of the Foundation's internal control over financial reporting or
on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Foundation's internal control over financial reporting and
compliance.
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December 4, 2020
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Southwestern College Foundation
Statement of Financial Position
June 30, 2020

Assets

Current Assets

Cash and cash equivalents S 833,323
Due from Southwestern College 1,768
Prepaid expenses 625
Other assets 15

Total current assets 835,731

Noncurrent Assets
Investments 1,120,217

Total assets S 1,955,948

Liabilities and Net Assets

Current Liabilities

Accounts payable S 2,467
Net Assets

Without donor restrictions

Undesignated 524,322

Board designated 166,797

Total without donor restrictions 691,119

With donor restrictions 1,262,362

Total net assets 1,953,481

Total liabilities and net assets S 1,955,948

See Notes to Financial Statements 3



Southwestern College Foundation
Statement of Activities
Year Ended June 30, 2020

Without Donor With Donor
Restrictions Restrictions Total
Public Support and Revenues
Contributions S 11,398 S 1,035,701 S 1,047,099
Federal Grants 287,500 - 287,500
Donated District services 401,264 - 401,264
Special event revenue 68,832 - 68,832
Less: cost of direct benefit to donor (36,636) - (36,636)
Net assets released from restrictions 1,030,060 (1,030,060) -
Total public support and revenues 1,762,418 5,641 1,768,059
Expenses
Program
Campus activities 849,345 - 849,345
Scholarship and awards 223,083 - 223,083
Support
Operating 416,361 - 416,361
Total expenses 1,488,789 - 1,488,789
Other Income
Net unrealized gain 3,763 23,747 27,510
Interest and dividends, net of fees 2,118 16,082 18,200
Total other income 5,881 39,829 45,710
Change in Net Assets 279,021 45,959 324,980
Net Assets, Beginning of Year 412,098 1,216,403 1,628,501
Net Assets, End of Year S 691,119 S 1,262,362 S 1,953,481

See Notes to Financial Statements 4



Southwestern College Foundation
Statement of Functional Expenses
Year Ended June 30, 2020

Program Support
Campus Scholarships
Activities and Awards Operating Total
District donated salaries and benefits S - S - $ 357,280 S 357,280
District donated services and supplies - - 43,984 43,984
Mini-grants 42,368 - - 42,368
Pass-through contributions 542,324 - - 542,324
Student programs 254,653 - - 254,653
Scholarship payments - 223,083 - 223,083
Professional services - - 10,637 10,637
Memberships - - 44 44
License, tax, and fees - - 309 309
Miscellaneous 10,000 - 4,107 14,107
Total expenses S 849,345 S 223,083 S 416,361 S 1,488,789

See Notes to Financial Statements 5



Southwestern College Foundation
Statement of Cash Flows
Year Ended June 30, 2020

Cash Flows from Operating Activities
Change in net assets S 324,980
Adjustments to reconcile change in net assets to net cash flows
from operating activities

Net unrealized gain (27,510)
Contributions restricted for long-term purposes (119,120)
Changes in operating assets and liabilities
Due from Southwestern College 310
Prepaid expenses 900
Other assets 535
Accounts payable 1,636
Deferred revenue (5,900)
Net cash flows from operating activities S 175,831

Cash Flows from Investing Activities
Purchases of investments (10,731)

Cash Flows from Financing Activities

Collections of contributions restricted for long-term purposes 119,120
Net Change in Cash and Cash Equivalents 284,220
Cash and Cash Equivalents, Beginning of Year 549,103
Cash and Cash Equivalents, End of Year S 833,323

See Notes to Financial Statements 6



Southwestern College Foundation
Notes to Financial Statements
June 30, 2020

Note 1- Nature of Organization and Significant Accounting Policies
Organization

Southwestern College Foundation (the Foundation) is a nonprofit organization founded in 1982 for the purpose
of receiving contributions for the support and advancement of education on behalf of Southwestern Community
College District (the District). The primary purpose of the Foundation is to assist in the institutional development
and encourage community support to the District.

Financial Statement Presentation

The Foundation and the District are financially interrelated organizations as defined by ASC Topic 958-605,
Transfers of Assets to a Nonprofit or Charitable Trust that Holds Contributions for Others. Under ASC Topic 958-
605, 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 the campus activities program.

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 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 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
restrictions. Net assets without donor restrictions also include the investment in property and equipment, net of
accumulated depreciation. In addition, the Foundation's Board has also designated various balances of net
assets without donor restrictions for certain uses, as described in Note 9.

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.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Foundation considers all highly liquid investments available for
current use with an original maturity of three months or less to be cash equivalents. Cash and cash equivalents
consist of cash held in checking and money market accounts. The Foundation maintains cash balances in
financial institutions which are insured by the Federal Deposit Insurance Corporation.



Southwestern College Foundation
Notes to Financial Statements
June 30, 2020

Investments and Investment Income

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. Net gains and losses and interest and dividend income are included in investment
income on the statement of activities and changes in net assets.

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.

Revenue and Revenue Recognition

The Foundation receives support from the following sources: contributions, donated services and materials,
grants and special events. Contributions received are recorded as without donor restrictions or with donor
restrictions, depending on the absence or existence and nature of any donor restrictions. Contributions are
measured at their fair value at the date of contribution and are reported as an increase in net assets. The
Foundation's Federal grants are conditioned upon certain performance requirements and the incurrence of
allowable qualifying expenses. The Foundation's expenses associated with the current year Federal grant are
classified as "Pass-through contributions" on the Foundation's statement of functional expenses and are
included in the total balance of $542,324. The total qualifying expenditures associated with the Federal grant for
the year ended June 30, 2020, were $287,500.

Donated Services and Goods

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, services and supplies received from the District 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.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America (U.S. GAAP) requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, and disclosure of contingent assets and liabilities, at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period.
Accordingly, actual results could differ from those estimates.



Southwestern College Foundation
Notes to Financial Statements
June 30, 2020

Classification of Current and Noncurrent Assets and Liabilities

The Foundation considers assets and liabilities that can reasonably be expected, as part of its normal operations,
to be converted to cash or liquidated within twelve months of the statement of financial position date to be
current. All other assets and liabilities are considered noncurrent.

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.

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.

The Foundation's Federal informational tax returns for the years ended June 30, 2017, 2018, and 2019, are open
to audit by the Federal authorities. California State informational returns for the years ended June 30, 2016,
2017, 2018, and 2019, are open to audit by State authorities.

Allocation of Functional Expenses

The costs of providing various programs and activities have been summarized on a functional basis in the
statement of functional expenses. Accordingly, there are no shared cost among the programs and support
services that require allocation.

Change in Accounting Principle

The Foundation has adopted the provisions of ASU 2018-08, Clarifying the Scope and the Accounting Guidance
for Contributions Received and Contributions Made (ASU 2018-08) applicable to contributions received and has
early adopted the provisions of contributions made. ASU 2018-08 clarifies and improves the scope and the
accounting guidance for contributions received and contributions made. Management has adopted this
standard because it assists the Foundation in evaluating whether transactions should be accounted for as
contributions or exchange transactions and in determining whether a contribution is conditional. As of July 1,
2019, the Foundation has implemented the provisions of ASU 2018-08 on a modified prospective basis to
agreements that were not completed as of the date of adoption or were entered after the date of adoption.
Management has determined that the adoption of this standard did not have a significant impact on the
Foundation’s financial statements.



Southwestern College Foundation
Notes to Financial Statements
June 30, 2020

Recent Accounting Pronouncements

In February 2016, FASB issued ASU 2016-02, Leases (ASU 2016-02). ASU 2016-02 requires a lessee to recognize a
lease asset representing its right to use the underlying asset for the lease term, and a lease liability for the
payments to be made to lessor, on its statement of financial position for all operating leases greater than 12
months. Although the full impact of ASU 2016-02 on the Foundation’s financial statements has not yet been
determined, the future adoption of this guidance will require the Foundation to record assets and liabilities on
its statement of financial position relating to facility and other leases currently being accounted for as operating
leases.

The ASU is effective for the Foundation for the year ended June 30, 2022. Management is evaluating the impact
of the adoption of this standard.

FASB Accounting Standards Codification Topic 606, Revenue from Contracts with Customers, as amended,
supersedes or replaces nearly all GAAP revenue recognition guidance. These standards establish a new contract
and control-based revenue recognition model, change the basis for deciding when revenue is recognized over
time or at a point in time and expand disclosures about revenue.

Topic 606 is effective for the Foundation for the year ended June 30, 2021. Management is evaluating the
impact of the adoption of this standard.
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 524,261
Investments 166,797
S 691,058

Liquidity Management

To manage liquidity, the Foundation structures its financial assets to be available as its general expenditures,
liabilities and other obligations come due. District staff on behalf of the Foundation management monitor daily
cash balances.

Additionally, on behalf of the Foundation, the District has implemented cash management procedures, that

include the monthly reconciliation of banked and invested cash deposits and disbursements to receipts,
disbursement records and donor accounts.

10



Southwestern College Foundation
Notes to Financial Statements
June 30, 2020

Note 3- Concentration of Risk

Financial instruments that subject the Foundation to credit risk consist primarily of deposits held by financial
institutions. The Foundation maintains cash and investment balances at financial institutions in excess of
Federal Deposit Insurance Corporation (FDIC) and Securities Investor Protection Corporation (SPIC) limits. At
June 30, 2020, the Foundation had uninsured cash deposits of $397,229 and uninsured investments of $536,518.
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.

Note4 - Cash

For the statement of financial position and statement of cash flows, cash is defined as all monies in checking and
money market net of un-cleared checks. The net un-cleared cash balance as of June 30, 2020, was as follows:

Without Donor Restrictions

General checking account S 379,442
Money market reserve account 47,797
Cash balances held in investment account 97,081

Total cash without donor restrictions 524,320

With Donor Restrictions
Cash balances held in investment account 309,003

Total cash S 833,323

Note 5- Due from Southwestern College

Amounts to be collected from related parties as of the statement of financial position date where one party can
exercise control or significant influence over another party. Due from College balance is stated at the amount
management expects to collect from the outstanding balance. Management has deemed all balances collectable
as of fiscal year-end. Due from Southwestern College at June 30, 2020, represents $1,768, due from the College.

11



Southwestern College Foundation
Notes to Financial Statements
June 30, 2020

Note 6 - Investments

Investments are presented at fair value in the financial statements and are composed of the following at
June 30, 2020:

Adjusted Fair Market Unrealized
Cost Value Gain (Loss)
Fixed income - closed end funds and exchange
traded products S 358,558 S 367,014 S 8,456
Fixed income - mutual funds 167,953 168,322 369
Equities - common stock 444,230 475,237 31,007
Other - real estate investment trust 6,980 6,980 -
Other - closed end funds and exchange
traded products 114,986 102,664 (12,322)
Total $ 1,092,707 $ 1,120,217 $ 27,510
Investment activity for the year ended June 30, 2020:
Net unrealized gain on investments S 27,510
Interest and dividends 19,058
Total Investment Income 46,568
Management fees (858)
Total Investment Income, Net of Expenses S 45,710

Note 7 - Market Value of Financial Assets and Liabilities

The Foundation determines the fair market values of certain financial instruments based on the fair value
hierarchy established in U.S. GAAP under FASB ASC Topic 820, Fair Value Measurements and Disclosures. U.S.
GAAP requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs
when measuring fair value and describes three levels of inputs that may be used to measure fair value.

The following provides a summary of the hierarchical levels used to measure fair value:

e Level | - Quoted prices in active markets for identical assets or liabilities that the reporting entity has the
ability to access at the measurement date.

e Level Il - Observable inputs other than Level | prices such as quoted prices for similar assets or liabilities;

quoted prices in markets that are not active; or other inputs that are observable or can be corroborated
by observable market data for substantially the full term of the assets or liabilities.

12



Southwestern College Foundation
Notes to Financial Statements
June 30, 2020

e Level lll - Unobservable inputs that are supported by little or no market activity and that are significant to
the fair value of the assets or liabilities. Level lll assets and liabilities include financial instruments whose
value is determined using pricing models, discounted cash flow methodologies, or similar techniques, as
well as instruments for which the determination of fair value requires significant management judgment
or estimation.

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 30,2020. The Foundation did not have any liabilities measured at fair value on a recurring basis as of
June 30,2020.

Level | Level Il Level llI Total
Assets

Fixed Income - closed end funds

and exchange traded products S 367,014 S - S - S 367,014
Fixed income - mutual funds 168,322 - - 168,322
Equities - common stock 475,237 - - 475,237
Other - real estate

investment trust 6,980 - - 6,980
Other - closed end funds and

exchange traded products 102,664 - - 102,664

Total S 1,120,217 S - S - S 1,120,217

Note 8 - Donated Services

As described in Note 1, the Foundation's purpose is to support the students and programs of the District;
therefore, transactions between the Foundation and the District are expected. Per the terms of the Master
Agreement, the Foundation is authorized to use facilities and property of the District and is covered under the
District's insurance. During the year, office space and other District services was provided by the District. The
value of the donated space and donated indirect cost has not been determined and is not recognized in the
financial statements.

The Foundation is governed by a volunteer Board of Directors separate from that of the District Trustees;
however, the College President is an ex-officio advisor of the Foundation's Board of Directors, and the Board
may include other District, College, or affiliate personnel from time to time.

Note 9- Quasi and Donor Designated Endowment and Non-Endowment

The Foundation consists of various funds established for a variety of purposes. As required by generally
accepted accounting principles (GAAP), net assets associated with endowments are classified and reported
based on existence of donor-imposed restrictions as either without donor restrictions or with donor restrictions.

13



Southwestern College Foundation
Notes to Financial Statements
June 30, 2020

The Foundation operates under the guidance of the Uniform Prudent Management of Institutional Funds Act
(UPMIFA), enacted by the State of California in 2009, as requiring the preservation of fair value of the original
gift, as of the date of the donor restricted endowment funds absent explicit donor stipulations to the contrary.
As a result of the interpretation, the Foundation retains in perpetuity (a) original value of gifts donated to
permanent endowment (b) plus the original value of subsequent gifts to the endowments (c) plus accumulate to
the permanent endowment made in accordance with the direction of the applicable donor gift. The remaining
portion of the donor-restricted endowment fund that is not held in perpetuity is classified as net assets with
donor restrictions until those amounts are appropriated for expenditure.

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 is subject to the intent of the donor set forth in express provisions of any applicable gift instrument,
the Foundation may appropriate for expenditure, or accumulate, so much of an endowment fund as the
Foundation determines is product for the uses, purposes, benefits, and duration for which the endowed fund
was established. In order to preserve the real value of the Foundation's endowed assets, a spending payout rate
may be selected that strikes a reasonable balance between current spending outlays and reinvestment of the
remainder to support spending in the future. The desired investment objective is a long-term rate of return on
assets that is at least 5.00 percent. The target rate of return for the Portfolio has been based upon the
assumption that future real returns will approximate the long-term rates of return experienced for each asset
class in the IPS. In making a determination to appropriate or accumulate any endowed funds, the Foundation
shall act in good faith, with the care that an ordinarily prudent person in a like position would exercise under
similar circumstances, and shall consider, if relevant, all of the following factors:

e the duration and preservation of the fund;

e the purposes of the Foundation and the fund;

e general economic conditions;

e possible effects of inflation or deflations;

o the expected total return from income and appreciation of investments;
e other resources of the Foundation; and

e the Foundation's Investment Policy

Endowment net asset composition by type of fund as of June 30, 2020, is as follows:

Without Donor With Donor
Restrictions Restrictions Total
Board-designated endowment funds S 166,797 S - S 166,797
Donor-restricted endowment funds - 847,241 847,241
Total S 166,797 S 847,241 S 1,014,038

14



Southwestern College Foundation
Notes to Financial Statements
June 30, 2020

Changes in endowment net assets as of June 30, 2020, are as follows:

Without Donor With Donor
Restrictions Restrictions Total
Balance at July 1, 2019 S 163,523 S 724,748 S 888,271
Contributions 222 119,120 119,342
Investment income 2,081 10,656 12,737
Investment appreciation 3,763 18,247 22,010
Amounts appropriated for expenditures (2,792) (25,530) (28,322)
Endowment net assets, June 30, 2020 S 166,797 S 847,241 S 1,014,038

Note 10 - Transactions with Related Entities

There are significant administrative costs of the Foundation that are paid by the District in accordance with a
Memorandum of Understanding between the District and the Foundation that provides that the District will pay
salaries and benefits and most services and supplies in exchange for the Foundation stewarding gift assets on
behalf of the College and for assisting with the College's fundraising efforts.

These services are provided by the Office of Development and Foundation, a department of Southwestern
College, formed exclusively for the management and oversight of College Development and Foundation
programs and resources. The cost incurred by the Office of Development and Finance are shown in the financial
statements as services donated by the District.

Note 11 - Subsequent Events

The Foundation's management has evaluated events or transactions from June 30, 2020, through
December 4, 2020, which is the date the financial statements were available to be issued. Management has
determined that there were no subsequent events or transactions that require additional disclosure in the
Foundation's financial statements

Subsequent to year-end, the Foundation has been negatively impacted by the effects of the world-wide
coronavirus pandemic. The Foundation is closely monitoring its operations, liquidity, and resources and is
actively working to minimize the current and future impact of this unprecedented situation. As of the date of
issuance of these financial statements, the full impact to the Foundation’s financial position is not known.

15
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Independent Auditor's 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

The Board of Directors
Southwestern College Foundation
Chula Vista, California

We have audited, 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, the financial statements of Southwestern
College Foundation (a California nonprofit corporation) (the Foundation), which comprise the statement
of financial position as of June 30, 2020, and the related statements of activities, functional expenses,
and cash flows for the year then ended, and the related notes to the financial statements, and have
issued our report thereon dated December 4, 2020.

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) as a basis for designing 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 Foundation'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.
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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 financial statements. 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.

éf'«/éfn@zu”

Rancho Cucamonga, California
December 4, 2020
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