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Independent Auditor's Report

To the Board of Directors
Pasco-Hernando State College Foundation, Inc.
New Port Richey, Florida

Report on the Financial Statements

We have audited the accompanying financia statements of the business-type activities of the Pasco-
Hernando State College Foundation, Inc. (“Foundation”), a component unit of Pasco-Hernando State
College, as of and for the years ended December 31, 2020 and 2019, and the related notes to the
financial statements, which collectively comprise the Foundation’s basic financial statements as listed
in the table of contents.

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 opinions 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 in Government 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 entity’s
preparation and fair presentation of the financial statementsin order to design audit proceduresthat are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evauating 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
financia statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide abasisfor
our audit opinions.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities of the Pasco-Hernando State College
Foundation, Inc. as of December 31, 2020 and 2019, and the respective changes in financial position

and cash flows thereof for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis on pages 3-7 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 26,
2021, on our consideration of the Pasco-Hernando State College Foundation, Inc.'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 included under the heading Independent Auditor's
Report on Internal Control Over Financia Reporting and on Compliance and Other Matters Based on
an Audit of Financial Statements Performed in Accordance with Government Auditing Standards. The
purpose of that report isto describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report isan integral part of an audit performed in accordance
with Government Auditing Standards in considering the Foundation’s internal control over financial
reporting and compliance.

Respectfully submitted,

MMKQ, W&U(h, CFAS

March 26, 2021
Tampa, Florida



PASCO-HERNANDO STATE COLLEGE FOUNDATION, INC.
Management’s Discussion and Analysis - (Unaudited)

The management of Pasco-Hernando State College Foundation, Inc. (Foundation) presents the
following Management’s Discussion and Analysis (MD&A) narrative overview and analysis of
the financial activities of the Foundation for the year ended December 31, 2020, with comparative
information for the years ended December 31, 2019 and 2018. The purpose of thisdiscussion isto
enable the reader to identify and understand the significant issues and changes in the financial
condition of the Foundation. The information presented here should be read in conjunction with
the accompanying audited financial statements and footnotes. The financial statements, footnotes,
and thisMD& A were prepared by management and are the responsibility of management.

The Foundation is a component unit of Pasco-Hernando State College.

FINANCIAL HIGHLIGHTS
Overview

The year 2020 was indeed a challenging and unprecedented year. Despite the continued impact of
Covid-19, the Foundation’ s investment earnings improved significantly after the first quarter loss
with a strong finish in the last three quarters. During the year ended December 31, 2020, the
Foundation’s investment portfolio earned a positive 11.2% return, net of fees, compared to a
positive return of 15.9% last year, and a negative return of 3.7% two years ago. Overall, the
Foundation’s net position, which represents the excess of total assets over liabilities, increased
from $59.07 to $65.68 million as of December 31, 2020, primarily the result of realized and
unrealized gains in the markets.

The Foundation’s revenue in the form of donor contributions totaled over $1.7 million during the
year ended December 31, 2020, a 31% increase as compared to a 65% decrease in 2019. The
decrease in 2019 was primarily the result of large estate gifts received in 2018 as compared to
2019. The Foundation supported campus needs in the form of scholarships and grants to the
College during the year ended December 31, 2020 in the amount of $1.55 million and $1.80 million
in 2019. Scholarships awarded slightly decreased from $1,159,450 in the year ended December
31, 2019 to $1,134,583 for the year ended December 31, 2020. This support of the College,
combined with other operating expenses and donor contributions, resulted in an operating loss of
$714,441 for the year ended December 31, 2020 as compared to an operating loss of $1.34 million
for the year ended December 31, 2019. Due to positive investment returns in the year ended
December 31, 2020, the Foundation had a nonoperating gain of $6.8 million. Other income,
primarily in the form of additions to permanent endowments, totaled almost $531,000 for the year
ended December 31, 2020.

The Foundation expects fluctuations in contribution revenue as well as investment results from
year-to-year. Very significant contributions may be periodically received from donors as a result
of relationships cultivated over many years. The timing of these contributions is not entirely
predictable, and often will correlate with a campus initiative. Likewise, the Foundation manages
the endowment portfolio with a long-term philosophy of capital appreciation, single year
fluctuations are normal and expected.



PASCO-HERNANDO STATE COLLEGE FOUNDATION, INC.
Management’s Discussion and Analysis - (Unaudited)

Pr esentation

The Foundation presents its financial report in accordance with Governmental Accounting
Standards Board Statement No. 34, Basic Financial Statements and Management’s Discussion
and Analysis — for State and Local Governments (GASB 34), which focuses the reader of the
financia reports on the Foundation’s overall financial condition, and changes in net position and
cash flow, taken asawhole.

Condensed Statement of Net Position

12-31-2020 Change 12-31-2019 Change 12-31-2018
ASSETS
Current and Other Assets $ 4151621 $  (182,967) 4% $ 4334588 $  (398,168) 8% $ 4,732,756
Land, Property and Equipment, net 291,863 3,001 1% 288,862 (251) 0% 289,113
Noncurrent Assets, other 61,954,140 6,743,381 12% 55,210,759 8,345,417 18% 46,865,342
Total Assets $ 66,397,624 $ 6,563,415 11% $ 59,834,209 $ 7,946,998 15% $ 51,887,211
LIABILITIES
Current and Other Liabilities $ 710815 $ (56,213) % $ 767,028 $ 160,050 26% $ 606,978
Total Liabilities 710,815 (56,213) -T% 767,028 160,050 26% 606,978
NET POSITION

Restricted

Expendable 35,084,662 5,809,402 20% 29,275,260 6,661,644 29% 22,613,616

Nonxpendable 27,748,164 485,479 2% 27,262,685 831,982 3% 26,430,703
Unrestricted 2,853,983 324,747 13% 2,529,236 293,322 13% 2,235,914
Total Net Position 65,686,809 6,619,628 11% 59,067,181 7,786,948 15% 51,280,233
Total Liabilities and Net Position $ 66,397,624 $ 6,563,415 11% $ 59,834,209 $ 7,946,998 15% $ 51,887,211

The Statement of Net Position includes al assets and liabilities of the Foundation. Net position
serves as a useful indicator of an organization’s financia health over time. Particular aspects of
the Foundation’s financial operations influenced the change in net position for the year ended
December 31, 2020.

The Condensed Schedule of Net Position shows the assets, liabilities, and net position as of
December 31, 2020, 2019 and 2018. Current assets of the Foundation consist primarily of cash
and cash equivalents and investments. Current assets decreased $182,967, or 4% during 2020, and
decreased $398,168, or 8% during 2019.

Noncurrent assets consist primarily of endowment investments, land, property and equipment, as
well as long term receivables. Noncurrent assets increased 12% to $61.95 million from the prior
year of $55.21 million.

Current liabilities consist mainly of scholarships and program costs accrued and unpaid at the end
of theyear, aswell as deferred revenue and deferred liabilities. Current liabilities decreased by 7%
or $56,213 over the prior year.

Deposits held for others and deferred liabilities both decreased by $371,419 dueto transferring the
Take Stock in Children Program to the Hernando County Education Foundation.



PASCO-HERNANDO STATE COLLEGE FOUNDATION, INC.
Management’s Discussion and Analysis - (Unaudited)

Condensed Statement of Revenues, Expenses, and Changein Net Position

12-31-2020 Change 12-31-2019 Change 12-31-2018

Operating Revenue and Expenses
Contributions and Other $ 1733062 $ @ 414,022 3% $ 1319040 $ (2,487411) -65% $ 3,806,451
Operating Expenses 2,447,503 (207,688) -8% 2,655,191 403,024 18% 2,252,167
Operating (Loss) (714,441) 621,710 4% (1,336,151) (2,890,435)  -186% 1,554,284
Nonoperating (losses) revenues 6,803,122 (1,606,359)  -19% 8,409,481 10,269,370 552% (1,859,889)
Additions to permanent Endowments 530,947 (182,671)  -26% 713,618 517,401 264% 196,217
Change in Net Position 6,619,628 (1,167,320)  -15% 7,786,948 7,896,336  7219% (109,388)
Net Position, beginning of year 59,067,181 7,786,948 15% 51,280,233 (109,388) 0% 51,389,621
Net Position, end of year $ 65686809 $ 6,619,628 11% $ 59,067,181 $ 7,786,948 15% $ 51,280,233

The Statement of Revenues, Expenses and Change in Net Position reports revenues earned and
expenses incurred during the year as either operating, nonoperating, or additions to permanent
endowments. Incoming gifts to the Foundation and grants made to the College are reported as
operating revenue and expenses, respectively, and investment results are reported as nonoperating
income or expense.

The Condensed Schedule of Revenues, Expenses, and Change in Net Position reflects operating
and nonoperating revenue and expenses and additions to permanent endowments for the years
ended December 31, 2020, 2019 and 2018. The net operating |osswas $714,441 for the year ended
December 31, 2020 compared to anet operating loss of $1.34 million for the year ended December
31, 2019 and a net operating gain of $1.55 million for the year ended December 31, 2018.

During the year ended December 31, 2020, operating revenue included approximately $1.73
million in contributions, an increase of 31% compared to the year ended December 31, 2019, which
decreased $2.49 million, or 65% from the year ended December 31, 2018. This is attributable to
the receipt of several large estate gifts in 2018. These contributions result from both long-term
donor cultivation and specific appeals for immediate needs and are not entirely predictable.

Operating expenses were $2.45 million during the year ended December 31, 2020, a decrease of
$207,688 compared to the year ended December 31, 2019, which increased by $403,024 compared
to the year ended December 31, 2018. A significant component of operating expenses is grants
made by the Foundation to the College in response to requests for use of funds by the intended
campus beneficiaries. These grants are made for purposes that comply with donor restrictions
placed on contributions in support of many college programs and needs, including student aid,
faculty and genera departmental support. The timing of grants to the College typically lags the
timing of the incoming contribution revenue and endowed payouts. The lag can be a short time
period or severa years. Changes in the amounts of grants made to the College annually occur in
relation to College needs for use of the funds or the timing of expenditures made on capital projects
funded by contributions. Due to these factors, in fiscal years ended December 31, 2020 and 2019
scholarships and grants made to the College exceeded contribution revenue, resulting in operating
losses in both 2020 and 2019.
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Management’s Discussion and Analysis - (Unaudited)

Nonoperating revenues include net investment income and net appreciation or depreciation of
investments for unrestricted and restricted — expendabl e funds. Nonoperating revenuesfor the year
ended December 31, 2020 reflect a decrease of $1.6 million less than the year ended December
31, 2019. Nonoperating (losses) revenuesfor the year ended December 31, 2019 reflect anincrease
of $10.27 million or 552% more than the year ended December 31, 2018. The fluctuations between
the years are due to fluctuations in the market.

Endowed gifts provided an additional $530,947 to the net position for the Foundation during the
year ended December 31, 2020 compared to $713,618 during the year ended December 31, 2019.
Increasing the gifts and the val ue of the endowment is of significant importance to the Foundation.
The size of the endowment relates directly with providing permanent resources for the benefit of
the College and its students.

ECONOMIC FACTORSTHAT WILL AFFECT THE FUTURE

Factors that can significantly impact future periods always include the state of financia markets
and the state of the overall economy. These factors affect the value of investments and can impact
charitable giving. The Board of Directors continues to monitor the status of the economy, itsdirect
impact on overall giving, and the investment pool.

Pasco-Hernando State College is experiencing declines in support from the State of Florida
Accordingly, private support is an increasingly important component of revenue to the various
campuses. The Foundation anticipates a higher rate of use of Foundation held funds in the future
in the form of grants to the campuses as aresult of decreased resources provided by the State.

M anagement continues to eval uate the impact of the COV1D-19 pandemic on the industry and has
concluded that while it is still reasonably possible that the virus could have a negative effect on
the Organization’ sfinancial position, results of itsoperations and/or cash flows, the specific impact
is not readily determinable as of the date of these financial statements. The Board of Directors
will continue to monitor the status of this situation, in hopes of minimizing the impact on overall
giving, and the investment pool.

Management has contracted with an outside consulting firm to embark on a comprehensive
campaign, in conjunction with the College's 50" anniversary, which is expected to help raise
significant funds over the next two to four years.

USING THE INFORMATION IN THE FINANCIAL REPORT
The Foundation’ s financial statements are immediately following this discussion and analysis.

The annual report consists of a series of financial statements prepared in accordance with
pronouncements issued by the Governmental Accounting Standards Board. These statements
focusthe reader of thefinancial reports on the Foundation’ soverall financial condition, and change
in net position and cash flows, taken as whole.

One of the most important questions asked about the Foundation’s finances is whether the
Foundation is better off or worse off asaresult of the year’s activities. The keysto understanding
this question are the Statement of Net Position; Statement of Revenues, Expenses and Change in
Net Position; and the Statement of Cash Flows. These statements present financial information in
a form similar to that used by private sector companies. The Foundation’s net position (the
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Management’s Discussion and Analysis - (Unaudited)

difference between assets and liabilities) isoneindicator of the Foundation’ s financial health when
considered in combination with other nonfinancial information.

The Statement of Net Position reports assets, liabilities, and net position as of December 31, 2020
and 2019. The balances are areflection of activities that have occurred during the respective fisca
years and come from transactions between assets and liabilities or from transactions in the
Statement of Revenues, Expenses, and Change in Net Position. The balances are presented as
either current (expected to be realized in 12 months or less) or noncurrent in nature.

The Statement of Revenues, Expenses, and Change in Net Position presents the results of
operations for the years ended December 31, 2020 and 2019. Activities are reported as operating,
nonoperating, or additionsto permanent endowments. Non-endowed giftsare reported as operating
revenue and investment results are reported as nonoperating revenue. Both the Statement of Net
Position and the Statement of Revenues, Expenses, and Change in Net Position are prepared using
the accrual basis of accounting.

The remaining required statement is the Statement of Cash Flows showing the sources and uses of
funds, in essence, accounting for the change in cash and cash equivalent balances for the reporting
period.

The notes to the financia statements provide additional information and more detal that is
essential to a full understanding of the data presented in the financial statements. The notes to the
financia statements can be found immediately following the basic financial statements.

REQUESTSFOR INFORMATION

This financial report is designed to provide a genera overview of the Foundation’s finances.
Questions concerning any of the information provided in this report or requests for additional
financial information should be addressed to Dr. Lisa Richardson, Associate Vice President of
Alumni and College Relations and Executive Director of the PHSC Foundation, Pasco-Hernando
State College Foundation, 10230 Ridge Road, New Port Richey, FL 34654-5199.



PASCO-HERNANDO STATE COLLEGE FOUNDATION, INC.
STATEMENT OF NET POSITION
DECEMBER 31, 2020 AND 2019

ASSETS

Current Assets:
Cash and Cash Equivaents
Investments
Interest Receivable
Pledges Receivable
State Matching Grants Receivable
Depositsin Transit
Prepaid Expenses and Other Current Assets
Total Current Assets

Noncurrent Assets:

Land

Property and Equipment, net

Deposits Held for Others

Investments

Endowment Investments

Long-Term Receivables
Total Noncurrent Assets

TOTAL ASSETS

LIABILITIESAND NET POSITION

Current Liabilities:
Accounts Payable
Due to Pasco-Hernando State College
Conditional Grant
Deferred Liability
Deferred Revenue
Total Current Liabilities

Net Position:
Restricted:
Expendable
Nonexpendable
Unrestricted
Total Net Position

TOTAL LIABILITIESAND NET POSITION

2020 2019

$ 3,860,028 $ 4,193,449

76,321 -
71,041 90,708
105,595 6,875
32,239 33,955

2,339 -
4,058 9,601
4,151,621 4,334,588
232,569 232,569
59,294 56,294
- 371,419
33,902,334 27,576,653
27,748,164 27,262,685
303,642 1
62,246,003 55,499,621
$ 66,397,624 $ 59,834,209
$ 49,293 $ 53,529
605,303 257,811

36,474 -
- 371,419
19,745 84,269
710,815 767,028
35,084,662 29,275,260
27,748,164 27,262,685
2,853,983 2,529,236
65,686,809 59,067,181
$ 66,397,624 $ 59,834,209

The Notes are an integral part of these financial statements.
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PASCO-HERNANDO STATE COLLEGE FOUNDATION, INC.
STATEMENT OF REVENUES, EXPENSES, AND CHANGE IN NET POSITION

For The YearsEnded DECEMBER 31, 2020 and 2019

Operating Revenues:
Contributions
State Matching Grant Funds
Fund Raising
In-Kind Contributions
Total Operating Revenue

Operating Expenses:
Program Services:
Scholarships
Staff & Program Development
Total Program Services

Support Services:
Fundraising
Administrative Expenses
Depreciation
In-Kind Personnel Services
Total Support Services

Total Operating Expenses
OPERATING PROFIT/(LOSS)
Nonoperating Revenues:
Investment income, net of fees

Net appreciation of investments
Total Nonoperating Revenues

Income before additions to Permanent Endowments

Additions to Permanent Endowments:
Contributions
Total Additions to Permanent Endowments

CHANGE IN NET POSITION
NET POSITION - BEGINNING
NET POSITION - ENDING

2020 2019
$ 1088831 $ 771,021
64,477 67,908
75,692 91,768
504,062 388,343
1,733,062 1,319,040
1,134,583 1,159,450
411,408 642,512
1,545,991 1,801,962
289,858 339,717
182,647 139,114
- 251
429,007 374,147
901,512 853,229
2,447,503 2,655,191
(714,441) (1,336,151)
4,308,868 4,627,968
2,494,254 3,781,513
6,803,122 8,400,481
6,088,681 7,073,330
530,947 713,618
530,047 713,618
6,619,628 7,786,948
59,067,181 51,280,233
$ 65,686,809 $ 59,067,181

The Notes are an integral part of these financial statements.

-9-



PASCO-HERNANDO STATE COLLEGE FOUNDATION, INC.
STATEMENT OF CASH FLOWS
For TheYears Ended DECEMBER 31, 2020 and 2019

2020 2019
Cash flows from operating activities:
Contributions from donors and grantors $ 836,546 $ 958,098
Payments to vendors (471,198) (478,605)
Payments for scholarships (1,134,583) (1,159,450)
Payments for programs (63,915) (520,944)
Net cash provided/(used) by operating activities (833,150) (1,200,901)
Cash flows from noncapital financing activities:
Endowment contributions 530,947 713,618
Conditional Grant Received 36,474
Net cash provided by noncapital financing activities 567,421 713,618
Cash flows from capital and related financing activities:
Donation of Capital Assets (3,000) -
Net cash (used) by capital and related financing activities (3,000) -
Cash flows from investing activities:
Proceeds from sale of investments 18,540,298 33,499,171
Purchase of investments (19,827,080) (34,439,408)
Cash received from investment income, net of fees 1,222,090 1,172,954
Net cash provided/(used) by investing activities: (64,692) 232,717
Net Change in Cash and Cash Equivalents (333,421) (254,566)
Cash and Cash Equivalents - beginning of year 4,193,449 4,448,015
Cash and Cash Equivalents - end of year $ 3,860,028 $ 4,193,449

Reconciliation of operating income/(loss) to net cash provided/(used) by operating activities:

Operating Profit/(Loss) $ (714441) $  (1,336,151)
Adjustments to reconcile the operating loss to
net cash provided/(used) by operating activities:

Depreciation expense - 251
Change in assets and liabilities:
Accounts receivable (404,700) 625
State matching grants receivable 1,716 (346)
Prepaid expenses 5,543 (7,245)
Deposits held for others 371,419 (18,084)
Accounts payable 343,256 129,040
Deferred revenue (64,524) 12,925
Deferred liability (371,419) 18,084
Net cash used by operating activities $ (8331500 $  (1,200,901)

The Notes are an integral part of these financial statements.

-10-



PASCO-HERNANDO STATE COLLEGE FOUNDATION INC.

NOTESTO FINANCIAL STATEMENTS
December 31, 2020 and 2019

1. DESCRIPTION OF ORGANIZATION

Pasco-Hernando State College Foundation, Inc. (Foundation) is a Forida nonprofit
corporation. The Foundation was formed in December 1975 and is governed by a 17-member
board of directors. The primary purposes of the Foundation are to be a community advocate
for the Pasco-Hernando State College (College) and to encourage charitable donations to
provide financia support for the College and its students. As a public charity, the Foundation
accepts donations to enhance the College’s many and varied teaching and public service
programs, as well as to support capital projects and other related College improvements. In
addition, the Foundation provides an avenue for cultural events through the support of theater
and museum programs.

Pasco-Hernando State College provides the resources necessary to cover the costs of facilities,
administration and personnel costs. The Foundation's primary expenditures are related to
operations, including some personnel costs, and to providing scholarships to students
attending Pasco-Hernando State College and grants for staff and program development in
support of campus needs, in compliance with donor restrictions on gifts.

The Foundation is adirect support organization of the College and itsfinancial statements are
presented in the College’ s financial statements as a component unit.
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accounting policies applied in preparation of the accompanying
financial statements is presented below:

> Basis of Accounting

Thefinancia statements are prepared using the economic resource measurement focus and
the accrual basis of accounting in accordance with accounting principles generally accepted
inthe United States of Americaas promulgated by the Governmental Accounting Standards
Board (GASB). Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related cash flows. As a general rule, the
effects of interfund activities have been eliminated from the Foundation’s financial
statements.

The Foundation reports as an entity engaged in one business-type activity.
» Classification of Current and Noncurrent Assets and Liabilities

The Foundation considers assets to be current if, as part of its normal business operations,
they are held as or can be converted to cash and be available for operating needs or
payments of current liabilities within 12 months of the Statement of Net Position date.
Similarly, liabilities are considered to be current if they can be expected, as part of normal
Foundation business operations, to be due and paid within 12 months of the Statement of
Net Position date. All other assets and liabilities are considered to be noncurrent.

» Cash and Cash Equivalents

The Foundation’s cash and cash equivalents consist of cash in banks, money market
accounts, and cash held in investment accounts, which are used to deposit Foundation

-11-



PASCO-HERNANDO STATE COLLEGE FOUNDATION INC.

NOTESTO FINANCIAL STATEMENTS
December 31, 2020 and 2019

contribution receipts and make transfers to the College to expend in accordance with donor
restrictions. The Foundation considers all resources invested in money market funds,
certificates of deposit and highly liquid debt instruments issued with a maturity of three
months or less to be cash equivalents.

| nvestments

Investments are carried at fair value. The basis of determining the fair value of investments
isthe readily determinable sales price or current exchange rate of the investments based on
prices or quotations for over-the-counter markets such as the New Y ork Stock Exchange
(NYSE) or the National Association of Securities Dedlers Automated Quotations
(NASDAQ). In the case of pooled funds or mutua funds, the fair value is determined by
multiplying the number of units held in the pool by the prices per unit share as quoted by
the broker and/or investment manager. The net changein fair value of investments consists
of both realized and unrealized gain and | oss on investments. Gains or losses on the sale of
components within any investment pool resulting from investment management decisions
are attributed to the pool.

Property and Equipment

Property and equipment acquisitions are recorded at cost and donated equipment and
tangible property is recorded at fair market value at the date of donation. Depreciation is
provided over the estimated useful lives of the assets and computed on the straight-line
method. Tangible property, such as, works of art are considered as collections and are not
depreciated.

Net Position
The Foundation’s net position is classified into the following net asset categories:

Restricted — nonexpendable: Assets subject to externally imposed conditions that the
Foundation will retain in perpetuity. This classification of net position represents the net
corpus of true donor-restricted endowed funds. Generally, the donors of these assets permit
the Foundation to use al or part of theincome earned on any related investmentsfor general
or specific purposes. To the extent that the market value of a fund is below its historical
cost (corpus), the difference is recorded as restricted-expendable in the Statement of Net
Position.

Restricted — expendable: Assets subject to externally imposed conditions that can be
fulfilled by the actions of the Foundation or by the passage of time. These assets may
include accumulated appreciation on the endowment funds, accumulated endowment
spending allocations, and restricted expendable funds.

Unrestricted — All other categories.
Classification of Revenue and Expenses

The Foundation considers operating revenue and expenses in the Statement of Revenues,
Expensesand Changesin Net Position to be revenue and expensesthat result from activities
that are connected directly to the Foundation’ s primary functions. Such transactionsinclude
grants the Foundation makesto the College. The Foundation has no revenue from exchange

-12 -



PASCO-HERNANDO STATE COLLEGE FOUNDATION INC.

NOTESTO FINANCIAL STATEMENTS
December 31, 2020 and 2019

transactions that would be considered operating revenue. Certain other transactions are
reported as non-operating revenues and expenses in accordance with GASB Statement No.
34. These non-operating activities include the Foundation’s noncapital financing activities
and net investment income.

Contributions and Pledges

Contributions are recognized when the donor makes a promise to give to the Foundation
that is, in substance, unconditional. Contributions that are restricted by the donor are
reported as an increase in unrestricted net position if the restriction expiresin the reporting
period in which the support is recognized. All other donor restricted contributions are
reported as an increasein net position restricted - expendable or nonexpendabl e depending
on the nature of the restriction. When a restriction expires, net position restricted —
expendableisreclassified to unrestricted net position.

Investment income and net realized and unrealized gain or losses on restricted contributions
are recorded as increase or decrease to net position restricted — expendable or
nonexpendable, in accordance with donor stipulations.

Unconditional promises to give the Foundation cash or other assets in the future are
recorded as contribution revenue and pledges receivable. If management expects the cash
from the pledges receivable to be received more than one year in the future, the
contributions revenue and pledges receivable are discounted for the time value of money.

Donated | tems

The value of donated securities, materias, services, small equipment, land and other
nonmonetary items are recorded in the financia statements as contributions based upon the
fair value of the goods received at the time of the donation.

Employees of the College operate the Foundation. The expense that is covered by the
College is recognized as in-Kind contribution revenue and expense. The College aso
provides office space for the Foundation.

Expenses

The expenses of the Foundation are allocated between Program Services and Support
Services.

Program Services:

Program services includes scholarships and staff and program devel opment expenses paid
to the College. Scholarships and staff and program development expenses paid are
recognized as expenses and liabilities when commitment to pay the expense is made, not
when cash is paid.

Support Services:

Support services show the operating expenses related to fundraising, administration, in-
kind support and depreciation expense. Administrative expenses include the costs of
operating the Foundation offices, including gathering, processing, and maintaining
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financial and legal information. Fundraising costs include the costs associated with the
direct solicitation of contributions to the Foundation.

When an expense is incurred for purposes for which both restricted and unrestricted
resources are available, the Foundation’s policy is to apply restricted resources first.

I ncome Tax

The Foundation is an organization exempt from taxation under Section 501(c)(3) of the
Internal Revenue Code and is generally not subject to federal or state income taxes. It
qualifies for the charitable contribution deduction under Section 170(1)(A) and has been
classified as an organization that is not a private foundation Section 509(a)(1). However,
the Foundation is subject to income taxes on any net income that is derived from atrade or
business, regularly carried on, and not in the furtherance of the purpose for which the
Foundation is granted exemption. No income tax provision has been recorded as the net
income, if any, from any unrelated trade or business, in the opinion of management, is not
material to the basic financial statements taken as awhole.

Use of Estimates

The preparation of the financia statements in conformity with generaly accepted
accounting principles requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results may differ from those
estimates.

Subseguent Events

Management has evaluated all events subsequent to the balance sheet date and through the
report date, which is the date these financial statements were available to be issued.
Management continues to evaluate the impact of the COVID-19 pandemic on the industry
and has concluded that while it is still reasonably possible that the virus could have a
negative effect on the Organization’ sfinancial position, results of its operationsand/or cash
flows, the specific impact is not readily determinable as of the date of these financial
statements. The financial statements do not include any adjustments that might result from
the outcome of this uncertainty. The Foundation applied for and received a Paycheck
Protection Program loan from Bank of America for $36,474 on April 28, 2020. The loan
received through the program includes a nonexchange financial guarantee provided by the
Small Business Administration (SBA). Asaresult, the liability is subject to the guidance
provided by GASB Statement 70, paragraph 12, which establishes that loans should be
reported as liabilities until the obligor is legally released from the debt. The Foundation
used 100% of the funds for eligible expenditures and submitted the application for
forgiveness on January 21, 2021. On February 17, 2021, Bank of America submitted a
decision to the SBA that the full forgiveness amount requested should be forgiven. On
February 23, 2021, the SBA approved full forgiveness and submitted payment to Bank of
America.
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3. CASH, CASH EQUIVALENTS, AND INVESTMENTS

In accordance with GASB Statement No. 40, Deposits and Investment Risk Disclosure,
(GASB 40) the Foundation’ s investments are reported by investment type at fair value in the
table below. GASB 40 also requires disclosure of various types of investment risk based on
the type of investment, as well as, stated policies adopted by the Foundation to manage those
risk.

The Foundation’s cash, cash equivaents, and investments consist of the following as of
December 31, 2020 and 2019:

2020 2019

Cash and Cash Equivaents:

Commercial Banks $ 1,390,368 $ 1,766,308

Money Market Funds 2,469,660 2,427,141
Total Cash and Cash Equivaents 3,860,028 4,193,449
Investments:

U.S Government Obligations 1,514,405 1,725,994

Federal Agency Obligations 1,163,072 1,520,166

Corporate Bonds & Notes 3,227,303 3,909,414

Asset Backed Securities 90,450 160,993

Mortgage Backed Securities 3,366,780 3,667,481

Taxable Munis 655,512

Mutua Funds 37,584,502 29,264,065

Stocks and Equity Securities 14,155,692 14,681,933

CFTB Investment Pool 40,144
Total Investments 61,797,860 54,930,046
Tota Cash, Cash Equivalents, and Investments $ 65,657,888 $ 59,123,495
Current - Cash and Cash Equivaents $ 3,860,028 $ 4,193,449
Current - Investments 147,362 90,708
Noncurrent - Investments 61,650,498 54,839,338
Total $ 65,657,888 $ 59,123,495

Fair Value Measurement

Generally accepted accounting principles in the United States of America establishes a
hierarchy for which assets and liabilities must be grouped, based on significant levels of inputs
(assumptions that market participants would use in pricing and asset or liability) as follows:

e Leve 1 Input Vauations, where the valuation is based on quoted market prices for
identical assets or liabilities traded in active markets (which include exchanges and
over-the-counter markets with sufficient volume);

e Leve 2 Input Vauations, where the valuation is based on quoted market prices for
similar instruments traded in active markets, quoted prices for identical or similar
instruments in markets that are not active and model-based valuation techniques for
which al significant assumptions are observable in the market; and

e Leve 3 Input Vauations, where the valuation is generated from model-based
techniques that use significant assumptions not observable in the market, but
observable based on Foundation-specific data.
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Foundation Investments at fair value, as of December 31, 2020 and 2019, are classified as
follows:

2020
Level 1 Level 2 Level 3

Investment Type Fair Value Inputs Inputs Inputs
Debt Securities:

U.S. Government Obligations $ 1,514,405 $ 1,514,405 $ - $ -

Federal Agency Obligations 1,163,072 1,163,072

Corporate Bonds & Notes 3,227,303 3,227,303

Asset Backed Securities 90,450 90,450

Mortgage Backed Securities 3,366,780 3,366,780

Taxable Munis 655,512 655,512
Total Debt Securities 10,017,522 10,017,522 - -
Equities:

Mutual Funds 37,584,502 37,584,502

Stocks 14,155,692 7,431,407 6,724,285
Total Equities 51,740,194 45,015,909 - 6,724,285
CFTB Investment Pool 40,144 40,144
TOTAL INVESTMENTS $ 61,797,860 $ 55,073,575 $ - $ 6,724,285

2019
Level 1 Level 2 Level 3

Investment Type Fair Value Inputs Inputs Inputs
Debt Securities:

U.S. Government Obligations $ 1,725,994 $ 1,725,994 $ - $ -

Federd Agency Obligations 1,520,166 1,520,166

Corporate Bonds & Notes 3,909,414 3,909,414

Asset Backed Securities 160,993 160,993

Mortgage Backed Securities 3,667,481 3,667,481
Total Debt Securities 10,984,048 10,984,048 - -
Equities:

Mutual Funds 29,264,065 29,264,065

Stocks 14,681,933 8,032,288 6,649,645
Total Equities 43,945,998 37,296,353 - 6,649,645
TOTAL INVESTMENTS $ 54,930,046 $ 48,280,401 $ - $ 6,649,645
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The following schedul es show the maturities for the Foundation’ s investments in debt securities and mutual funds:

2020
Investment Maturities (In Years)
Fair Less More
Investment Vaue Than 1 1-5 6-10 Than 10
U.S. Government Obligations $ 1514405 $ 5463 $ 658288 $ 550,964 $ 299,690
Federal Agency Obligations 1,163,072 50,707 210,103 - 902,262
Corporate Bonds and Notes 3,227,303 20,151 1,105,714 1,566,380 535,058
Asset Backed Securities 90,450 - - 38,010 52,440
Mortgage Backed Securities 3,366,780 - 1,727 - 3,365,053
Taxable Munis 655,512 - - 10,295 645,217
Mutual Funds 37,584,502 37,584,502 - - -
Total $ 47602024 $ 37660823 $ 1975832 $ 2165649 $ 5,799,720
2019
Investment Maturities (In Years)
Fair Less More

Investment Value Than1 1-5 6-10 Than 10
U.S. Government Obligations $ 1725994 3 - $ 441,489  $ 959,363  $ 325,142
Federal Agency Obligations 1,520,166 - 602,983 148,194 768,989
Corporate Bonds and Notes 3,909,414 - 1,236,762 1,603,570 1,069,082
Asset Backed Securities 160,993 - - 64,670 96,323
Mortgage Backed Securities 3,667,481 - 3,464 - 3,664,017
Mutual Funds 29,264,065 29,264,065 - - -
Total $ 40,248,113 $ 29264065 $ 2284698 $ 2775797 $ 5923553
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Investment income from these investments for the years ended December 31, 2020 and
2019 is summarized as follows:

2020 2019
Net capital gains/(loss) on investments $ 2754624 $ 3,120,684
Interest and dividends 1,795,543 1,753,520
Investment fees and taxes (241,299) (246,236)
Total $ 4308868 $ 4,627,968

There are many factors that can affect the value of investments. Some, such as custodial
risk, concentration of credit risk, and foreign currency risk may affect both equity and fixed
income securities. Equity securities respond to such factors as economic conditions,
individual company earnings performance, and market liquidity, while fixed income
securities are particularly sensitive to credit risks and changes in interest rates. The
Foundation has adopted a written investment policy to provide the basis for the
management of a prudent investment program appropriate to the particular fund type.

Interest Rate Risk

Interest rate risk istherisk that the value of fixed income securitieswill decline because of
rising interest rates. The prices of fixed income securities with a longer time to maturity
tend to be more sensitive to changesin interest rate and, therefore, more volatile than those
with shorter maturities.

The Foundation’s investment policy, as a means of mitigating this risk, calls for
maintaining significant balances in cash equivaents and other short-term investments, as
changing interest rates have limited impact on these securities prices and limiting the
duration of bond investments to 80-120% of the fixed income benchmark.

The Foundation’s investment policy limits fixed income securities to those that are rated
Baa2 and higher by Moody’s and BBB (mid) by Standard and Poor’s is preferred. In
addition, if investments are downgraded below the minimum rating, the security shall be
sold within 10 trading days.

Credit Risk

Fixed income securities are subject to credit risk, which is the risk that a bond issuer will
fall to pay interest or principal in a timely manner, or that negative perceptions of the
issuer’s ability to make these payments will cause prices to decline. The circumstances
may arise due to a variety of factors such as financial weakness, bankruptcy, litigation,
and/or adverse political developments. A bond's credit quality is an assessment of the
issuer’s ability to pay interest on the bond, and ultimately, to pay the principal. Credit
quality is evaluated by one of the independent bond rating agencies such as Moody’s
Investor Service or Standard and Poor’s. The lower the rating, the greater the chance that
the bond issuer will default or fail to meet payment obligations. Generally, the lower a
bond’ s credit rating, the higher its yield should be to compensate for the additional risk.

Certain fixed income securities, including obligations of the U.S. government or those
explicitly guaranteed by the U.S. government, have little or no credit risk. The Foundation
maintains policies to manage credit risk, which include requiring minimum credit ratings
issued by nationally recognized rating organizations.
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2020 Ratings
Percentage of tota
Standard & Debt Securities
Investment Poor's Moody's Investments
U.S. Government Obligations  AA+ Aaa 15%
Federal Agency Obligation AA+ Aaa 12%
Corporate Bonds and Notes AAA - BBB Aaa- Baa2 32%
Asset Backed Securities AAA Aaa- n/a 1%
Mortgage Backed Securities AAA - n/a Aaa-n/a 33%
Taxable Munis AAA - AA+ Aaa- Aa3 7%
2019 Ratings
Percentage of total
Standard & Debt Securities
Investment Poor's Moody's Investments
U.S. Government Obligations  AA+ Aaa 16%
Federal Agency Obligation AA+ Aaa 14%
Corporate Bonds and Notes AAA - BBB Aaa- Baa2 36%
Asset Backed Securities AAA - AA Aaa 1%
Mortgage Backed Securities AAA - AA+ Aaa 33%

Concentration of Credit Risk

Concentration of credit risk is the risk of loss associated with a lack of diversification of
having too much invested in a few individual issuers, thereby exposing the Foundation to
greater risks resulting from adverse economic, political, regulatory, geographic, or credit
developments. Securities issued or explicitly guaranteed by the U.S. government, Fannie
Mae and government agencies are not considered by management to be a concentration of
credit risk. The Foundation’s investment policy limits the amount of investment with any
one issuer to 5% of an investment manager’s equity portfolio except for investments in:
U.S. government guaranteed investments, mutual funds, externa investment pools, and
other pooled investments. In additional, investment in non-government bonds shall be
limited to 2% of the total bond portfolio.

From time to time, the Foundation holds deposits in excess of the amount insured by the
Federal Insurance Corporation. Management believes that the risk of loss on these deposits
is remote.

Custodial Credit Risk

The custodia risk for investments is the risk that, in the event of the failure of the
counterparty (e.g., broker-deal er) to atransaction, agovernment will not be able to recover
the value of its investments or collateral securities that are in the possession of another
party. Investments are exposed to custodial credit risk if the securities are uninsured, are
not registered in the name of the Foundation, and are held by either: the counterparty or
the counterparty’ s trust department or agent but not in the Foundation’s name.

These securities registered in the Foundation’s name are, according to industry standard,
held in “book entry” format per our investment management agreements with individual
financid institutions managing those assets.
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The Foundation’s investment policy states that custodial credit risk for deposits will be
mitigated by limiting deposits to the amount insured by FDIC per banking institutions.
Custodial credit risk for investments will be mitigated by prohibiting as investments those
securities that are not eligible for depository trust company holdings.

Foreign Currency Risk

Foreign currency risk is the possibility that changes in exchange rates between the U.S.
dollar and foreign currencies could adversely affect a deposit or investment’s fair vaue.
As of December 31, 2020, and 2019, the portfolio does not hold any foreign bonds. The
Foundation’s investment policy limits foreign investments to 15% of the Foundation’s
assets, and prohibits against the use of non-Depository Trust company eligible securities.

. PLEDGES RECEIVABLE

Pledges receivable consist of the following as of December 31, 2020:

2020
<1year 1-5years > 5 years
Pledges Receivable $ 124000 $ 352334 %
Allowance for Doubtful Pledges (12,500) -
Unamortized Discount on Pledges (5,905) (48,692)
Pledges Receivable, net $ 105595 $ 303,642 $

Pledges receivable are reflected at the present value of future cash flows using a discount
rate of 5% for 2020.

. LONG-TERM RECEIVABLES

The Foundation received as agift, a 50 percent interest in an approximtely 8 year mortgage
note valued in total $234,924 in December 2010. In the fisca year ended December 2013,
the Board elected to write down the unamortized value of the note to $1. The Board
determined the value of the mortgage note was overstated, as there is no ready market in
which to sell the note, and efforts to collect scheduled payments have met with little
success. The unamortized balance of principal plus accrued interest on the note before
write-down was $120,719. Efforts to collect on the balance will be continued and
subsequent payments have been received and recorded as current gifts.

. STATE MATCHING GRANTS RECEIVABLE

The Foundation qualifies as a recipient of state matching funds under the Dr. Philip
Benjamin Matching Program for Community Colleges. Under the grant agreement, the
Foundation receives dollar-for-dollar matching funds from the state of Florida for all
contributions that are restricted to financial aid and scholarships. All other contributions
received are matched on a $4 for $6 basis. The primary use of these funds is to benefit
future as well as students currently enrolled at the College and to improve the quality of
education. The Foundation records these funds as either net position restricted —
expendabl e or net position restricted — nonexpendabl e (permanent endowments) depending
on the restriction of the contribution they are matching.
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Donations of $2,814,713 that were received and deposited by June 29, 2011, are eigible
for $2,588,604 of State matching funds for which the Foundation requested. The State
Legidlature has not appropriated funding for this program since 2007. Due to the significant
backlog of unmatched gifts, the 2011 Legislature decided to enact a freeze on matching
any new donations received on or after June 30, 2011, until at least $200 million of the
existing backlog has been paid down

Existing eligible donations remain eligible for future matching funds. New contributions
received from February 2, 2018 to February 1, 2019 are $2,778,538 and contributions
received from February 2, 2019 to February 1, 2020 are $913,691.

The Foundation is also eligible to receive a $2 for $1 match of private donations for the
First-Generation Matching Grant Program which provides scholarships for students who
are the first in their family to attend College. The Foundation received eligible private
donations totaling $32,238 as of December 1, 2020 which were eligible for a 2:1 match of
$64,477 from the State of Florida. As of December 31, 2020, $32,239 is shown as State
match receivable on the Statement of Net Position.

. PROPERTY AND EQUIPMENT
Property and equipment at December 31, 2020 and 2019 are shown below:

2020 2019
Land $ 232569 $ 232,569
Mineral Rights 1 1
Equipment 13,029 13,029
Tangible Property, not depreciated 59,293 56,293
Total 304,892 301,892
less: Accumulated Depreciation (13,029) (13,029)
Total Property and Equipment $ 291,863 $ 288,863

Depreciation expense for the year ended December 31, 2020 and 2019 was $0 and $251,
respectively.

. CONTINGENCY — UNPAID PROPERTY TAXES ON MINERAL RIGHTS

The Foundation owns mineral rights which are considered held for investment purposes
per the respective counties in which they are located. Therefore, these counties are
assessing property taxes against the Foundation for these minera rights.

The Foundation Board does not feel that the potential value of these mineral rightswarrants
the payment of the taxes assessed, and has elected not to pay these taxes. If the taxes are
not paid within one year of assessment, the counties have the authority to sell tax
certificatesusing the minera rightsas collateral. If thetaxesare not paid within threeyears
of assessment, the respective counties may, at the option of the certificate holder, put the
mineral rights up for auction. At that time the Foundation would be forced to either pay
the taxes and accrued interest on the tax certificates or forfeit the ownership of the minera
rights.

In the fiscal year ended June 30, 1992, the Board elected to write down the vaue of the
mineral rightsto $1. The Board felt that the balance before the write down overstated the
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value of the mineral rights to the Foundation, as there is no ready market in which to sell
these rights and the attempts to sell these rights to the major parcel holders who own the
related surface rights have met with little or no success. For these reasons, the Board has
elected not to pay the assessed taxes and has elected to write down the recorded vaue so
as not to overstate the potential value of the mineral rightsfor financial statement reporting
puUrposes.

CONDITIONAL GRANTS—-PPP LOAN PAYABLE

The Foundation was granted a conditional oan from Bank of America, N.A. in April 2020
in the amount of $36,474, pursuant to the Paycheck Protection Program (the “ PPP”) under
Division A, Title| of the CARES Act, which was enacted March 27, 2020.

The conditional loan, which was in the form of a Note dated April 28, 2020, matures on
April 28, 2022 and bears interest at a rate of 1% per annum. The terms of the loan
repayment are to be established by the Bank. The Note may be prepaid by the Foundation
at any time prior to maturity with no prepayment penalties. Funds from the Loan and
Advance may only be used for payroll costs, costs used to continue group health care
benefits, mortgage payments, rent, utilities, and interest on other debt obligations. The
Foundation intends to use the entire amount from the Loan and Advance for qualifying
expenses. Under the terms of the PPP, certain amounts of the Loan and Advance may be
forgiven if they are used for qualifying expenses as described in the CARES Act.

NET POSITION RESTRICTED — NON-EXPENDABLE

Net Position restricted - nonexpendable consist of donor restricted endowments which can
be spent as specified by the donor. The net position restricted - nonexpendable as of
December 31, 2020 and 2019 are summarized as follows:

2020 2019
Program support $ 8,408,420 $ 8,403,039
Scholarships and grants to students 19,269,025 18,797,260
Foundation 70,719 62,386
Tota $ 27,748,164 $ 27,262,685

NET POSITION RESTRICTED —EXPENDABLE

Net position restricted — expendable at December 31, 2020 and 2019 were availablefor the
following purposes:

2020 2019
Program support $ 15,622,725 $ 13,248,494
Scholarships and grants to students 19,461,937 16,026,761
Foundation - 5
Total $ 35,084,662 $ 29,275,260

-22-



12.

13.

14.

PASCO-HERNANDO STATE COLLEGE FOUNDATION INC.

NOTESTO FINANCIAL STATEMENTS
December 31, 2020 and 2019

RELATED PARTY TRANSACTIONS

The Foundation is related to the College by virtue of its primary purpose, which is to
engagein activitiesto foster, promote and provide fundsto or for the benefit of the College
and its students. During the years ended December 31, 2020 and 2019, the Foundation
provided scholarships and program expenses to the College in the amount of $1,545,991
and $1,801,962 respectively.

The College provided the office space and equipment for the Foundation to operate without
charge. As these facilities are shared with the College, no objective basis is available to
measure their value. It is management’s position that the value of these facilities is
insignificant in relationship to the entity as awhole.

The College aso provides five FTE employees to operate the Foundation at an estimated
cost of approximately $429,007 and $374,147 for the years ending December 31, 2020 and
2019, respectively. The Foundation currently provides the funding for three FTE
employees.

IN-KIND CONTRIBUTIONS

In-kind contributions are included in contributionsin the Statement of Revenues, Expenses,
and Change in Net Position. In accordance with Statement of Financia Accounting
Standard No. 116, the Foundation recognizesthefair value of contributed servicesreceived
if such services:

a) Create or enhance nonfinancia assets or
b) Require speciaized skills that are provided by individuals possessing those skills
and would typically need to be purchased if not contributed.

The mgority of in-kind contributions are from the College in the form of personnel
services. The College provided five FTE employees to operate the Foundation at a value
of $429,007 and $374,147 in 2020 and 2019, respectively.

FUTURE PROMISESTO GIVE

The Foundation received endowed agreements for promises to give from donorsin which
the Foundation is to receive moneys with the passage of time. In accordance with GASB
Statement 33 — Accounting for Financial Reporting for Non-exchange Transactions, the
Foundation has not recorded a receivable for these bequests in its financial statements. In
accordance with this Statement, the Foundation recognizes revenue from these bequests
when the funds are received. As of December 31, 2020, $2,050 of these unrecognized
bequests are outstanding.
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15. OVERSIGHT BY PASCO-HERNANDO STATE COLLEGE

16.

Asadirect support organization, the Foundation is subject to the policies and procedure of
the College. All contributions to the Foundation ultimately benefit the College.
Accordingly, the Foundation, for reporting purposes, is cons dered agovernmental not-for-
profit organization subject to reporting under the GASB and is reported as a component
unit of the College.

LEGAL MATTERS

In the normal course of conducting its operations, the Foundation occasionally becomes
party to variouslega actions and proceedings. In the opinion of management, the ultimate
resolution of such legal matters will not have a significant adverse effect on the
accompanying financial statements.
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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

To the Board of Directors
Pasco-Hernando State College Foundation, Inc.
New Port Richey, Florida

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller Genera of the United States, the financial statements of the
business-type activities of the Pasco-Hernando State College Foundation, Inc. (“Foundation™”), a
component unit of the Pasco-Hernando State College, as of and for the years ended December 31,
2020 and 2019, and the related notes to the financial statements, which collectively comprise the
Foundation’ s basic financia statements, and have issued our report thereon dated March 26, 2021.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Foundation’s
internal control over financial reporting (“internal control”) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financia
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
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the Foundation’s financia statements will not be prevented, or detected
and corrected on a timely basis. A significant deficiency is a deficiency, or combination of
deficiencies, in internal control that isless severe than amaterial 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

Aspart of obtaining reasonable assurance about whether the Foundation’ sfinancial statements are
freefrom material misstatement, we performed tests of compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Sandards.

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.

Respectfully submitted,

kwczrg, (eho, CFAS

March 26, 2021
Tampa, Florida
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