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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Florida Atlantic University Foundation, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of Florida Atlantic University Foundation, Inc.
(the “Foundation”), a direct support organization and component unit of Florida Atlantic University, as of
and for the year ended June 30, 2021, 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
accordancewith accounting principles generally accepted in theUnited 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 onour audit.We conducted
our audit in accordancewith auditing standards generally accepted in theUnited 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 aboutwhether the financial statements are free frommaterialmisstatement.

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 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 entity’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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Florida Atlantic University Foundation, Inc.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Foundation, as of June 30, 2021, and the changes in its financial position, and cash
flows for the year then ended in accordance with accounting principles generally accepted in the United
States of America.

Report on Summarized Comparative Information

Wehave previously audited the Foundation’s 2020 financial statements, andwe expressed an unmodified
audit opinion on those audited financial statements in our report dated October 27, 2020. In our opinion,
the summarized comparative information presented herein as of and for the year ended June 30, 2020, is
consistent, in all material respects, with the audited financial statements fromwhich it has been derived.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that theManagement’s
Discussion and Analysis 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 theUnited States of America,which consisted of inquiries ofmanagement
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 uswith sufficient evidence to
express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Foundation’s basic financial statements. The Schedule of Board of Directors and
Executive CommitteeMembers is presented for purposes of additional analysis and is not a required part
of the basic financial statements. The Schedule of Expenditures of State Financial Assistance is presented
for purposes of additional analysis, as required by Chapter 10.650,Rules of the FloridaAuditor General, and
is also not a required part of the basic financial statements.

The Schedule of Expenditures of State Financial Assistance is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in
accordancewith auditing standards generally accepted in theUnited States of America. In our opinion, the
Schedule of Expenditures of State Financial Assistance is fairly stated in all material respects in relation to
the basic financial statements as a whole.

The Schedule of Board of Directors and Executive Committee Members has not been subjected to the
auditing procedures applied in the audit of the basic financial statements and, accordingly, we do not
express an opinion or provide any assurance on it.
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Florida Atlantic University Foundation, Inc.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 29,
2021, 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.

KEEFE McCULLOUGH

Fort Lauderdale, Florida
October 29, 2021
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Florida Atlantic University Foundation, Inc.
Management’s Discussion and Analysis
June 30, 2021 and 2020

This section of the Florida Atlantic University Foundation, Inc.’s (the “Foundation”) annual financial
statements includes management’s discussion and analysis of the financial performance of the
Foundation for fiscal years ended June 30, 2021 and 2020. This discussion should be read in
conjunction with the financial statements and notes.

Introduction to the Financial Statements

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, as
prescribed by the Government Accounting Standards Board (“GASB”). Revenues are recorded when
earned and expenses are recordedwhen a liability is incurred, regardless of the timing of related cash
flows.

The Foundation’s financial statements include the Statement of Net Position; the Statement of
Revenues, Expenses and Changes in Net Position; and the Statement of Cash Flows. These statements
are supported by notes to the financial statements and Management’s Discussion and Analysis. All
sections must be considered together to obtain a complete understanding of the financial picture of
the Foundation.

The Statement of Net Position includes all assets, liabilities, and deferred outflows/inflows of
resources. The Statement of Revenues, Expenses, and Changes in Net Position present revenues
earned and expenses incurred during the year. Activities are reported as either operating or non
operating. Operating revenues include current use (non endowed) gifts to the Foundation, and
operating expenses include distributions to the campus. Investment results are reported as non
operating revenues. Another way to assess the financial health of the Foundation is to look at the
Statement of Cash Flows. Its primary purpose is to provide relevant information about the sources and
uses of cash of an entity during a given period, and it helps users assess an entity’s ability to generate
cash flows.

The Foundation is a Direct Support Organization (“DSO”) to Florida Atlantic University (the
“University”). Our mission is to enhance the academic vision and priorities of the University through
our organized fundraising activities and fund management.

Analysis of the Overall Financial Position and Results of Operation

In evaluating the financial position and short term financial performance of the Foundation, two tools
are particularly valuable: The Statement of Net Position and the Statement of Revenues, Expenses and
Changes in Net Position.
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Florida Atlantic University Foundation, Inc.
Management’s Discussion and Analysis
June 30, 2021 and 2020

Statement of Net Position

As noted earlier, net position over time, may serve as a useful indicator of financial position. The
following table presents an analysis of the condensed statement of net position:

2021 2020

Assets:
Current assets $ 53,508,567 $ 43,654,197
Noncurrent assets 339,911,855 262,278,216

Total assets 393,420,422 305,932,413

Liabilities:
Current liabilities 3,001,842 3,965,071
Noncurrent liabilities 4,714,119 5,321,245

Total liabilities 7,715,961 9,286,316

Total Deferred Inflows of Resources 436,710 332,759

Net Position:
Net investments in capital assets 22,021,592 22,022,348
Restricted, non expendable 181,748,503 173,881,398
Restricted, expendable 163,067,338 90,779,175
Unrestricted 18,430,318 9,630,417

Total net position $ 385,267,751 $ 296,313,338

The Foundation’s total net position in 2021 increased by approximately $ 89 million. The increase in
total net position in 2021was primarily due to the increase in net investment income of approximately
$ 74million and approximately $ 20million in contributions and grants compared to 2020. The results
of these increases are primarily due to rebounding of the market in response to COVID 19; which on
March 11, 2020, theWorld Health Organization designated the coronavirus outbreak a pandemic. The
Foundation’s total assets exceeded its total liabilities and deferred inflows of resources by
approximately $ 385million, whereas approximately 84%of the Foundation’s total assets ismadeupof
investments.

A significant portion of the Foundation’s net position is restricted by donors, laws or by purpose,
whereas the Foundation has approximately 90%of its net position restricted, as either non expendable
or expendable. Amounts of restricted net position change on a year to year basis due to a variety of
reasons: (i) level of contributions received, (ii) expenditures in the current year (primarily in support of
the University), and (iii) investment returns.
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Florida Atlantic University Foundation, Inc.
Management’s Discussion and Analysis
June 30, 2021 and 2020

Statement of Revenues, Expenses and Changes in Net Position

The following table presents information of the condensed statement of revenues, expenses, and
changes in net position:

2021 2020

Operating revenues $ 30,073,585 $ 11,436,052
Operating expenses 21,898,884 31,338,525

Operating income (loss) 8,174,701 (19,902,473)

Nonoperating revenues (expenses), net 73,707,237 1,908,050

Income (loss) before other
changes in net position 81,881,938 (17,994,423)

Other Changes in Net Position:
Contributions to permanent
endowments 7,072,475 3,463,393

Changes in net position 88,954,413 (14,531,030)

Net position, beginning of the year 296,313,338 310,844,368

Net position, end of the year $ 385,267,751 $ 296,313,338

The Foundation’s operating revenues, consisting generally of current expendable contributions and
grants for the benefit of the University, which totaled approximately $ 30 million for 2021 and
approximately $ 11 million for 2020. The majority of the increase in operating revenues was seen in
contributions and grants, whereas the amount increased by approximately $ 20 million in 2021.
Operating expenses, which consists of University support such as academic, research and institutional
support, grants and scholarships aswell as infrastructure spend totaled approximately $ 22million for
2021 and totaled approximately $ 31 million for 2020. The majority of this decrease, approximately
$ 6 million, is due to the amount funded to the University’s infrastructure in 2020. Infrastructure
expenses for 2021 totaled approximately $ 900,000 or 4% of operating expenses, while for 2020
expenses totaled approximately $ 7million or approximately 23%of operating expenses. Nonoperating
revenues, net, of approximately $ 74 million for 2021 and $ 2 million for 2020, consisted primarily of
investment returns (unrealized and realized gains and losses on investments, interest, and dividends).
Additions to permanent endowments made up the entire balance of Other Changes in Net Position.

Capital Assets and Long Term Debt Activity

The Foundation currently has one outstanding long term debt obligation, the 2012 Certificates of
Participation. Additional information pertaining to this long term debt obligation can be found under
Note 10 to the basic financial statements. In addition to the long term debt obligation previously
noted, the Foundation also has long term liabilities for split interest obligations (annuities payable) and
amounts due to resource providers.

During the 2021 year, the Foundation’s capital assets decreased by $ 756 for annual depreciation.
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Florida Atlantic University Foundation, Inc.
Management’s Discussion and Analysis
June 30, 2021 and 2020

Economic Factors

Management is continually evaluating the continued disruption the coronavirus has caused to the local
and global economies. The overall impact the coronavirusmay have on the Foundation’s investments
and donor giving is still unknown at this time.

Request for Information

This financial report is designed to provide a general overview of the Florida Atlantic University
Foundation’s finances for all those with an interest. Questions concerning any of the information
provided in this report or requests for additional information should be addressed to Florida Atlantic
University Foundation, Inc., 777 Glades Road, AD 295, Boca Raton, FL 33431.
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Florida Atlantic University Foundation, Inc.
Statement of Net Position

(with comparative totals for 2020)

Assets: 2021 2020
Current Assets:
Cash $ 5,681,734 $ 1,774,298
Short term investments 43,031,368 32,342,784
Pledges receivable, net 3,035,050 7,575,919
Net investment in direct financing type lease 574,000 559,000
Other receivables and assets 1,186,415 1,402,196

Total current assets 53,508,567 43,654,197

Noncurrent Assets:
Restricted cash 5,390 5,304
Investments 288,736,943 224,614,949
Funds held in trust by others 3,946,775 3,152,145
Pledges receivable, net 20,747,155 7,455,470
Net investment in direct financing type lease 4,454,000 5,028,000
Capital assets, net 22,021,592 22,022,348

Total noncurrent assets 339,911,855 262,278,216

Total assets $ 393,420,422 $ 305,932,413

Liabilities:
Current Liabilities:
Accounts payable and accrued expenses $ 875,586 $ 1,798,861
Annuities payable 45,623 50,748
Unearned revenue 1,506,633 1,556,462
Certificates of participation 574,000 559,000

Total current liabilities 3,001,842 3,965,071

Noncurrent Liabilities:
Liability to resource providers 33,642 37,201
Annuities payable 226,477 256,044
Certificates of participation 4,454,000 5,028,000

Total noncurrent liabilities 4,714,119 5,321,245

Total liabilities 7,715,961 9,286,316

Deferred Inflows of Resources:
Split interest trusts 436,710 332,759

Net Position:
Net investment in capital assets 22,021,592 22,022,348

Restricted for:
Nonexpendable:
Endowments 177,801,728 170,729,253
Perpetual trusts 3,946,775 3,152,145
Expendable:
Scholarships 44,756,506 22,210,829
Academic and research support 103,567,707 53,561,667
Institutional support and other 14,743,125 15,006,679

Total restricted 344,815,841 264,660,573

Unrestricted 18,430,318 9,630,417

Total net position 385,267,751 296,313,338

Total liabilities, deferred inflows of resources,
and net position $ 393,420,422 $ 305,932,413

June 30, 2021



 

The accompanying notes to financial statements are an integral part of these statements.
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Statement of Revenues, Expenses and Changes in Net Position
For the Year Ended June 30, 2021

2021 2020

Operating Revenues:
Contributions and grants, net $ 28,575,323 $ 8,914,082
Rental income 1,070,558 1,057,809
Other income 427,704 1,464,161

Total operating revenues 30,073,585 11,436,052

Operating Expenses:
Academic, research and institutional support 11,894,947 14,075,324
Grants and scholarships 7,974,685 8,413,863
Fundraising 748,035 985,421
Management and general 362,191 787,800
Funding of University's infrastructure 919,026 7,076,117

Total operating expenses 21,898,884 31,338,525

Operating income (loss) 8,174,701 (19,902,473)

Nonoperating Revenues (Expenses):
Interest expense (163,647) (176,999)
Interest and dividends, net of fees 516,467 4,004,930
Net realized and unrealized gains (losses)
on investments 73,354,417 (1,919,881)

Total nonoperating revenues (expenses) 73,707,237 1,908,050

Income (loss) before other changes in net position 81,881,938 (17,994,423)

Other Changes in Net Position:
Contributions to permanent endowments 7,072,475 3,463,393

Changes in net position 88,954,413 (14,531,030)

Net Position, Beginning of Year 296,313,338 310,844,368

Net Position, End of Year $ 385,267,751 $ 296,313,338

Florida Atlantic University Foundation, Inc.

(with comparative totals for 2020)



 

The accompanying notes to financial statements are an integral part of these statements.
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Florida Atlantic University Foundation, Inc.
Statement of Cash Flows
For the Year Ended June 30, 2021
(with comparative totals for 2020)

2021 2020

Cash Flows From Operating Activities:
Cash received from contributions and grants $ 19,774,678 $ 13,257,453
Rental income cash receipts 1,070,558 1,057,809
Other income cash receipts 427,704 1,464,161
Cash payments for operating expenses (21,586,290) (25,585,710)

Net cash provided by (used in) operating activities (313,350) (9,806,287)

Cash Flows From Capital and Related Financing Activities:
Interest paid (163,647) (176,999)
Principal payments on certificates of participation (559,000) (547,000)

Net cash provided by (used in) capital and
related financing activities (722,647) (723,999)

Cash Flows From Noncapital Financing Activities:
Cash contributions received for permanent endowments 7,072,475 3,463,393
Distributions to split interest trust beneficiaries (34,692) (27,328)
Payments made for construction projects (University) (919,026) (7,076,117)

Net cash provided by (used in) noncapital financing
activities 6,118,757 (3,640,052)

Cash Flows From Investing Activities:
Proceeds from sales and maturities of investments 283,144,801 259,031,730
Investment income 516,467 4,004,930
Collections of principal on direct financing type lease 559,000 547,000
Purchases of investments (285,395,592) (251,095,847)

Net cash provided by (used in) investing activities (1,175,324) 12,487,813

Net increase (decrease) in cash 3,907,436 (1,682,525)

Cash, Beginning of Year 1,774,298 3,456,823

Cash, End of Year $ 5,681,734 $ 1,774,298



 

The accompanying notes to financial statements are an integral part of these statements.
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For the Year Ended June 30, 2021

2021 2020

Reconciliation of Operating Income (Loss) to Net Cash
Provided by (Used in) Operating Activities:
Operating income (loss) $ 8,174,701 $ (19,902,473)
Adjustments to reconcile operating income (loss) to
net cash provided by (used in) operating activities:
Donations received art, library and other collections, net (635,147)
Payments made for construction projects (University) 919,026 7,076,117
Provision for depreciation 756 756
(Increase) decrease in assets:
Pledges receivable, net (8,750,816) 4,847,963
Other receivables and assets 215,781 (211,197)
Restricted cash (86) (204)
Increase (decrease) in liabilities:
Accounts payable and accrued expenses (923,275) (1,065,105)
Unearned revenue (49,829) 130,555
Liability to resource providers (3,559) 11,254
Deferred inflows of resources 103,951 (58,806)

Net cash provided by (used in) operating activities $ (313,350) $ (9,806,287)

(with comparative totals for 2020)

(Continued)
Statement of Cash Flows



 

12

Florida Atlantic University Foundation, Inc.
Notes to Basic Financial Statements
June 30, 2021
(with comparative totals for 2020)

Note 1 Reporting Entity and Significant Accounting Policies

(a) Reporting entity:

Florida Atlantic University Foundation, Inc. (the “Foundation”), a nonprofit organization, is organized
under Florida Law as a direct support organization to the Florida Atlantic University (the “University” or
“FAU”). The Foundation’s mission is to receive, hold, invest and administer private gifts on behalf of
the University. The Foundation operates independently from the University and has qualified under
Internal Revenue Code Section 501 (c)(3), and Florida Statutes Chapter 1004.28. Any person or
organization contributing money, stock or any other property in support of the University does so
through the Foundation.

(b) Basis of accounting and presentation:

The accompanying financial statements have been prepared using the economic resources
measurement focus and the accrual basis of accounting in accordance with accounting principles
generally accepted in the United States of America for business type activities, as prescribed 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.
Voluntary non exchange transactions (contributions and grants) are recognized as revenue as soon as
all eligibility requirements have been met.

(c) Classification of current and noncurrent assets and liabilities:

The Foundation considers assets and liabilities that can reasonably be expected, as part of its normal
business operations, to be converted to cash or liquidated within 12 months of the statement of net
position date to be current. All other assets and liabilities are considered noncurrent.

(d) Cash:

For purposes of the statement of cash flows, cash includes cash on hand at the statement date. The
Foundation routinely maintains deposits with financial institutions in excess of federally insured
amounts (FDIC).

(e) Pledges receivable:

Pledges receivable are written unconditional promises to make future gifts. In accordance with the
provisions of GASB Statement No. 33, Accounting and Financial Reporting for Nonexchange
Transactions, the Foundation recognizes a receivable and contribution revenue at the time the pledge
is made by the donor if the pledge is verifiable, measurable, probable of collection, and meets all
applicable eligibility requirements. These eligibility requirements include: 1) the Foundation is stated as
the recipient of the pledge; 2) the pledge is available for use and able to be sold, disbursed, consumed,
or invested; 3) any contingencies on the pledge have beenmet; and 4) if a reimbursement of expenses,
allowable costs have been incurred.

Pledge payments scheduled for collection within one year are recorded as current assets and are not
discounted. Pledge payments schedule to be collected beyond one year are discounted to recognize
the present value of the expected future cash flows. In subsequent years, this discount is accreted and
recorded as additional contribution revenue in accordance with donor imposed restrictions, if any. In
addition, an allowance for uncollectible pledges is recorded basedonmanagement’s assessment of the
collectability of outstanding pledges.
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Florida Atlantic University Foundation, Inc.
Notes to Basic Financial Statements
June 30, 2021
(with comparative totals for 2020)

Note 1 Reporting Entity and Significant Accounting Policies (continued)

Conditional pledges, which depend on the occurrence of uncertain or specified future events, such as
matching gifts from other donors, are recognized when the conditions are met.

Pledges for endowment are not recorded as revenue or a pledge receivable at the time the pledge is
made, as the funds are not available to be invested in perpetuity as specified by the donor. Revenue is
recognized on payments on pledges for endowments when the cash is received and is recorded in
contributions to permanent endowments.

(f) Restricted cash:

Restricted cash represents claims to amounts that are restricted as towithdrawal or use for other than
current operations. Restricted cash as of June 30, 2021 and 2020 consisted of funds restricted by
donor request, pledged towards University debt and a deposit “project” account with a trustee to be
used for future construction projects.

(g) Investments:

The Foundation’s investments are reported at their estimated fair value based on direct or indirect
publicly available trading values, with the exception of the Foundation’s alternative investmentswhich
are based on external valuation sources. The Foundation’s investment policy provides for the
investment portfolio to bemanaged by professional moneymanagers and to be invested primarily in
domestic and international equity, fixed income securities, and alternative investments such as hedge
funds, private equity and real asset funds, according to specified allocations, except where donor
restrictionsmay apply. All investment securities are held in the Foundation’s nameor in the nameof its
bank custodian “for the benefit of the Foundation.”

Short term investments consist of pooled investments with the State Treasury, money market and
moneymarket deposit accounts through the Insured Cash Sweep program. All other investments are
classified as non current.

Investment income and losses are allocated to each fund on a monthly basis, based on the average
daily balance for each fund. Investment income (including realized and unrealized gains and losses) is
reflected in the statement of revenues, expenses and changes in net position.

(h) Capital assets:

Real property and improvements are carried at cost if purchased, or if donated, at their acquisition
value at the date of the donation, less accumulated depreciation. The Foundation depreciates real
property and improvements using the straight linemethod over the estimated life of the asset. Useful
lives range from 45 to 50 years for buildings and improvements.

Additions andmajor renewals to real property and equipment are capitalized if greater than $ 1,000.
Maintenance and repairs are charged to expense when incurred. The cost and accumulated
depreciation of assets sold or retired are removed from the respective accounts and any gain or loss is
reflected in the changes in net position.
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Florida Atlantic University Foundation, Inc.
Notes to Basic Financial Statements
June 30, 2021
(with comparative totals for 2020)

Note 1 Reporting Entity and Significant Accounting Policies (continued)

(i) Donated goods, property, and collections:

The value of donated goods are recorded in the financial statements as revenue and is either
capitalized or expensed to the University. Donated goods, other than in kind resources contributed by
the University, including art, library and other collections, were approximately $ 635,000 for the year
ended June 30, 2020. There were no donated goods for the year ended June 30, 2021.

Donated art, library and other collections are capitalized at their acquisition value on the acquisition
date. Subsequently, if an asset is deemed impaired bymanagement because the carrying amount is not
recoverable and exceeds its acquisition value, the Foundation records an impairment loss in the
accompanying statement of revenues, expenses and changes in net position. Because of the particular
purpose of the donation, some collections are transferred immediately to the University.

(j) Split interest trust agreements:

The Foundation accepts gifts subject to split interest agreements. A split interest agreement is created
when a donor contributes assets to the Foundation or places them in a trust for the benefit of the
Foundation, but the Foundation is not the sole beneficiary of the assets economic value. These gifts are
in the form of Charitable Gift Annuities or Charitable Remainder Annuities which provide that the
Foundation, as trustee,make payments to designated beneficiaries in accordancewith the applicable
donor’s trust or contractual agreement. At the time of agreement, gifts are recorded at the estimated
fair market value of the asset received net of any applicable liability (annuities payable). The remaining
amount of the gift is recognized as deferred inflows of resources in the period inwhich the Foundation
receives the gift. Liabilities include the present value of projected future distributions to the annuity or
trust beneficiaries and are determined using the Internal Revenue Service rate for computing
charitable deductions for such gifts in effect at the time of the gift. On an annual basis, the Foundation
reevaluates the amount of estimated future payments. Additionally, the Foundation holds qualifying
assets in excess of the minimum gift annuity reserves required by Florida law. The reserve amount is
calculated following assumptions set forth by Florida Statute in Section 627.481(2)(a)1.b.

(k) Deferred inflows of resources:

Deferred inflows of resources represent an acquisition of resources that do not require a further
exchange of goods and services, but that are applicable to a future reporting period. They are not
shown on the statement of revenues and expenses because they are not revenue items relating to the
current fiscal year, but to future periods. They are not shown on the statement of net position in the
liability section because they are not items the Foundation owes. Instead, they are presented on the
statement of net position as deferred inflows to reflect the fact that the recognition of the related
revenue will happen at a future date. The amounts recorded as deferred inflows for the fiscal year
presented result from split interest trust agreements.

(l) Unearned revenues:

Any cash collected on conditional pledges is recorded as a unearned revenue until such time as the
condition has beenmet. Unearned revenues represent resources receivedby the Foundation before it
has earned the revenues, including grants and other agreements.
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Florida Atlantic University Foundation, Inc.
Notes to Basic Financial Statements
June 30, 2021
(with comparative totals for 2020)

Note 1 Reporting Entity and Significant Accounting Policies (continued)

(m) Net position:

The net position of the Foundation is reported in three categories as follows:

Net Investment in Capital Assets: Capital assets, net of accumulated depreciation and outstanding
principal balances of debt attributable to the acquisition, construction or improvement of those assets.

Restricted: Restricted net position represents net position that is restrictedby constraints placedon the
use of resources either externally imposed by creditors, grantors, contributors, or laws or regulations
of other governments or imposed by law through enabling legislation. Restricted funds include:

Nonexpendable: Net position in this category includes permanent endowments. These funds are
subject to donor restrictions, which are invested in perpetuity in order to generate investment
income and appreciation to be expended for the benefit of the University.

In addition, nonexpendable includes perpetual trust funds that are not in the possession or under
control by the Foundation.

Expendable: Net position in this category relates to contributions restricted by the donors to be
expended for specific purposes in support of the University. Accumulated investment income and
appreciation on permanent endowment investments in excess of donor contributions are classified
as restricted and expendable.

Unrestricted:Net position in this category is not subject to donor imposed restrictions. The Foundation
first expends restricted funds for donor purposes prior to utilizing unrestricted funds. The Foundation’s
unrestricted net position may be designated for specific purposes by their Board of Directors.

(n) Classification of revenues and expenses:

Contributions, grants, and pledges for purposes other than endowments are recognized as operating
revenues in the period received or pledged. Additions to nonexpendable endowments are recognized
when cash or other assets are received. Operating revenues also include rental income from the sub
leasing agreement of a certain parcel of real property that was assumed by the Foundation.
Disbursements in support of theUniversity and certain administrative expenses incurred in conducting
the business of the Foundation are presented in the financial statements as operating expenses.
Nonoperating revenues and expenses include investment income, and net realized and unrealized
appreciation or depreciation in the fair value of investments. Contributions for permanent
endowments are classified as other changes in to net position.

(o) Income taxes:

The Foundation qualifies as a nonprofit corporation exempt from federal income taxes under Internal
Revenue Code Section 501(a) as an organization described in Section 501(c)(3), with the exception of
any unrelated business income. Management has evaluated the unrelated business income tax
implications and believes that the effects, if any, are immaterial to the Foundation’s financial
statements. Accordingly, no provision for income taxes has beenmade to these financial statements.

(p) Use of estimates:

The preparation of financial statements in conformitywith accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those estimates.
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Note 1 Reporting Entity and Significant Accounting Policies (continued)

(q) Date of management review:

Subsequent events were evaluated by management through October 29, 2021, which is the date the
financial statements were available to be issued.

Note 2 Cash

The Foundation maintains cash for operating needs in checking and deposit accounts, with Federal
Deposit Insurance Corporation (FDIC) insured financial institutions.

Custodial credit risk Custodial credit risk is the risk that the Foundation will not be able to recover its
cash from financial institutions in the event of the financial institutions’ failure. The Foundation
periodically maintains cash balances in excess of FDIC limits.

It is the Foundation’s policy to require that time deposits in excess of FDIC insurable limits be secured
by collateral or private insurance to protect public deposits in a single financial institution if it were to
default. Under Florida statues, Chapter 280, Florida Security for Public Deposits Act, the State Treasurer
requires all qualified public depositories to deposit with the Treasurer or another banking institution
eligible collateral.

Eligible collateral to public deposits is dependent upon the depository institution’s financial history and
its compliance with Florida Statutes, Chapter 280. In the event of a failure of a qualified public
depository, the remaining public depositories would be responsible for covering any resulting losses.

As of June 30, 2021, the recorded amount of Foundation's deposits was $ 5,681,734 and the bank
account balance was $ 5,113,651. As of June 30, 2020, the recorded amount of Foundation's deposits
was $ 1,774,298 and the bank account balance was $ 2,213,155.

Note 3 Pledges Receivable

Pledges receivable are summarized in the following table as of June 30:

2021 2020

Pledges receivable $ 26,402,589 $ 16,894,772
Less: unamortized discount (397,531) (530,434)
Less: allowance for uncollectible
pledges (2,222,853) (1,332,949)

Total pledges receivable, net $ 23,782,205 $ 15,031,389
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Note 3 Pledges Receivable (continued)

These amounts are classified in the accompanying statement of net position as of June 30,:
2021 2020

Current $ 3,035,050 $ 7,575,919
Noncurrent 20,747,155 7,455,470

Total pledges receivable, net $ 23,782,205 $ 15,031,389

For the year ended June 30, 2021, management estimated that 2.2% of all current and future pledges
and 100% of all past due pledges would be established as the 2021 allowances. Additionally, pledges
are recorded at their present value. The Federal Reserve discount rate of 0.25%was applied to future
cash flows for pledgesmade in 2021, and rates ranging from0.25% to 3.00%was applied to future cash
flows for pledges made in 2020 and earlier.

For the year ended June 30, 2020, management estimated that 2.2% of all current and future pledges
and 100% of all past due pledges would be established as the 2020 allowances. Additionally, pledges
are recorded at their present value. The Federal Reserve discount rate of 0.25%was applied to future
cash flows for pledgesmade in 2020, and rates ranging from0.75% to 3.00%was applied to future cash
flows for pledges made in 2019 and earlier.

In addition to the pledges receivable noted above, the Foundation as of June 30, 2021 has
approximately $ 4.0million in permanent endowments pledges, which are not recorded in adherence
with Government Accounting Standards Board (“GASB”).

The Foundation is the beneficiary of numerous conditional promises to give. A conditional promise is
one that requires an event in the future to take place before the promise becomes binding to the
donor. At June 30, 2011, the Foundation had pledges conditional upon legislative appropriation from
the Florida Department of Education’sMajor Gifts Program,of approximately $ 9.3million. Someof the
outstanding matching gifts have been on the priority list since the 2006 2007 fiscal year. The Florida
Legislature did not appropriate funding for the fiscal years 2011 through 2021. Accordingly, these
pledges have not been recorded as receivables. Effective July 1, 2011, the statematching gift program
was temporarily suspended until the backlog of eligible matches are paid by the State of Florida.

Note 4 Investments

Investments at June 30, 2021 consisted of the following:
Investment Type Current Noncurrent Total

Domestic equities $ $ 92,520,131 $ 92,520,131
International equities 67,879,666 67,879,666
Hedge funds 43,244,629 43,244,629
Private equity funds 46,265,865 46,265,865
Money market funds and
other deposits 4,983,340 4,983,340
Domestic fixed income 23,335,977 23,335,977
State Treasury Special Purpose
Investment Account 38,048,028 38,048,028
Real asset funds 11,121,357 11,121,357
International fixed income 4,369,318 4,369,318

$ 43,031,368 $ 288,736,943 $ 331,768,311
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Note 4 Investments (continued)

Investments at June 30, 2020 consisted of the following:
Investment Type Current Noncurrent Total

Domestic equities $ $ 62,423,281 $ 62,423,281
International equities 60,950,142 60,950,142
Hedge funds 41,736,351 41,736,351
Private equity funds 29,399,620 29,399,620
Money market funds and
other deposits 24,319,203 24,319,203
Domestic fixed income 18,139,916 18,139,916
State Treasury Special Purpose
Investment Account 8,023,581 8,023,581
Real asset funds 7,576,852 7,576,852
International fixed income 4,388,787 4,388,787

$ 32,342,784 $ 224,614,949 $ 256,957,733

Interest rate risk:

Interest rate risk exists when there is a possibility that changes in interest rate could adversely affect
the fair value of the investments. Generally, the longer the time tomaturity, the greater the exposure
is to interest rate risk.

Scheduled maturities (in years) of investments held by the Foundation as of June 30, 2021 are as
follows:

Total
Investment Type Fair Value Less than 1 1 to 5 More than 5

Domestic fixed income $ 23,335,977 $ $ 13,092,583 $ 10,243,394
International fixed income 4,369,318 1,282,187 3,087,131

$ 27,705,295 $ 1,282,187 $ 16,179,714 $ 10,243,394

Scheduled maturities (in years) of investments held by the Foundation as of June 30, 2020 are as
follows:

Total
Investment Type Fair Value Less than 1 1 to 5 More than 5

Domestic fixed income $ 18,139,916 $ $ 8,850,579 $ 9,289,337
International fixed income 4,388,787 1,627,966 2,760,821

$ 22,528,703 $ 1,627,966 $ 11,611,400 $ 9,289,337
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Note 4 Investments (continued)

Credit risk:

Credit risk exists when there is a possibility the debt issuer may be unable to fulfill its obligations. The
following schedule of credit ratings of Foundation investments summarizes the fair value of the fixed
income securities subject to credit risk. The Foundationmaintains policies tomanage credit riskwhich
include requiringminimumcredit ratings issued by nationally recognized statistical rating organizations
such as Standard & Poor's or Moody's investor services. The Foundation has certain domestic and
international fixed income securitieswith an assigned defined rating, while the remaining have a range
of ratings based on their investment composition.

At June 30, the credit ratings of the Foundation's domestic and international fixed income securities
are summarized as follows:

Fair Value Fair Value
Rating 2021 2020

A $ 13,092,583 $ 8,850,579
AA 14,612,712 13,678,124

$ 27,705,295 $ 22,528,703

Concentration of credit risk:

Concentration of credit risk is the risk associated with a lack of diversification, such as having
substantial investments in a few individual issuers; thereby exposing the Foundation to greater risks
resulting from adverse conditions or developments. The Foundation’s investment policy requires
diversification of investments to reduce the potential of a single security, or single sector of securities
fromhaving a significant impact on the portfolio. GASB StatementNo. 40,Deposits and Investment Risk
Disclosures, requires disclosurewhen the percentage is 5%ormore of the total investments in any one
issuer. Investments issued or explicitly guaranteed by the U.S. government and investments inmutual
funds, external investments pools, or other pooled investments are excluded from this requirement. At
June 30, 2021, the Foundation had various investment funds with one investment company.
Investments with this company made up approximately 47% of the portfolio, invested between nine
separate funds. At June 30, 2020, the Foundation had various investment funds with one investment
company. Investments with this company made up approximately 47% of the portfolio, invested
between eight separate funds.
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Note 4 Investments (continued)

Custodial credit risk:

Custodial credit risk is the risk that in the event of the failure of the custodian, the investmentsmaynot
be accessible in a timely manner. Substantially all of the Foundation's investments are issued,
registered or held in the name of the Foundation by custodian banks and brokers, as its agent. As a
result, management believes that custodial risk is remote.

The Foundation seeks tomitigate custodial risk by investing in the Insured Cash Sweep “ICS” program.
This programplaces funds in increments of up to $ 250,000with non redundant banks throughout the
United States, thereby protecting all funds with FDIC insurance. The Foundation had total deposits in
this program at June 30, 2021 and 2020, of approximately $ 3,481,000 and $ 6,867,000, respectively,
which are classified as investments. The Foundation also has protection, with limits, under the
Securities Investor Protection Corporation (SIPC).

Foreign currency risk:

Exposure from foreign currency risk results from investments in foreign currency denominated equity,
fixed income and alternative investments in addition to some foreign currency investments heldwithin
U.S. mutual funds. The Foundation maintains significant international investments by investing in
mutual funds and alternative investments that are broadly diversified over many developed markets
and exposure to emerging markets.

The foreign currency risk by investment type at June 30, was as follows:

Type 2021 2020

International equities $ 67,879,666 $ 60,950,142
International fixed income 4,369,318 4,388,787

$ 72,248,984 $ 65,338,929

Fair Value

External investments pools:

The Foundation reported investments at fair value totaling $ 38,048,028 and $ 8,023,581 at June 30,
2021 and 2020, respectively, in the State of Florida Special Purpose Investment Account (“SPIA”)
investment pool, representing ownership of a share of the pool, not the underlying securities. SPIA
pooled investments with the State Treasury are not registered with the Securities and Exchange
Commission. Oversight of the pooled investments with the State Treasury is provided by the Treasury
Investment Council per Section 17.575, Florida Statutes. The authorized investment types are set forth
in Section 17.57, Florida Statutes. At June 30, 2021, the State Treasury SPIA investment pool carried a
credit rating of AA f by Standard & Poor’s, had an effective duration of 2.60 years and fair value factor
of 0.9840. At June 30, 2020, the State Treasury SPIA investment pool carried a credit rating of AA f by
Standard & Poor’s, had an effective duration of 0.43 years and fair value factor of 1.0291. Participants
contribute to the State Treasury SPIA investment pool on a dollar basis. These funds are commingled,
and a fair value of the pool is determined from the individual values of the underlying securities. The
fair value of the underlying securities is summed, and a total pool fair value is determined. A fair value
factor is calculated by dividing the pool’s total fair value by the pool participant’s total balances. The
fair value factor is the ratio used to determine the fair value of an individual participant’s pool balance.
The Foundation relies on policies developed by the State Treasury for managing interest rate risk or
credit risk for this investment pool. Disclosures for the State Treasury investment pool are included in
the notes to financial statements of the State’s Annual Report.
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Note 4 Investments (continued)
 

Fair value hierarchy:

GASB Statement No. 72, Fair Value Measurement and Application, establishes a hierarchy disclosure
framework which prioritizes and ranks the level of market price observability used in measuring
investment at fair value. Various inputs are used in determining the fair value of investments. Inputs
broadly refer to the assumptions thatmarket participants use tomake valuation decisions. The inputs
or methodologies used for valuing securities are not necessarily an indication of the risk associated
with investing in those securities. An investment’s classificationwithin the fair value hierarchy is based
on the lowest level of any input that is significant to the fair value measurement. These inputs are
categorized into a fair value hierarchy consisting of three broad levels for financial statement purposes
as follows:

 Level 1 inputs that are observable and reflect quoted market prices
(unadjusted) in activemarkets for identical investments that the Foundation
can access at the measurement date.

 Level 2 inputs other than quoted prices included within Level 1 that are
observable for the investments, either directly or indirectly (e.g. quoted
prices in activemarkets for similar securities, securities valuations based on
commonly quoted benchmarks, interest rates and yield curves, and/or
securities indices).

 Level 3 inputs that are unobservable for the investments (e.g. information
about assumptions, including risk,market participantswould use in pricing a
security).

The following tables present the Foundation’s investments measured at fair value, which include
investments and funds held in trust by others, on the statement of net position. Certain investments
which use NAV as a practical expedient or its equivalent to determine fair value are excluded from the
fair value hierarchy. The fair value amounts presented in this table are reported for the purpose of
reconciling the fair vale hierarchy to the investments as shown on the statement of net position. The
assets are classified in accordance fair value hierarchy as follows:

Investments June 30, June 30,
Valued at 2021 2020

Investments in: Level 1 Level 2 Level 3 NAV Total Total

Equities $ 26,733,963 $ $ 133,665,834 $ $ 160,399,797 $ 123,373,423
Other 5,115,678 95,516,173 100,631,851 78,712,823
Fixed income 4,369,318 23,335,977 27,705,295 22,528,703
External investment
pool: SPIA 38,048,028 38,048,028 8,023,581
Funds held in trust
by others 3,894,246 3,894,246 3,067,200

Total investments,
measured at fair value $ 35,743,887 $ 4,369,318 $ 195,049,839 $ 95,516,173 330,679,217 235,705,730

Investments, not
measured at fair value:
Money market funds
and other deposits 5,035,869 24,404,148

Total investments and funds held in trust by others $ 335,715,086 $ 260,109,878
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Note 4 Investments (continued)

The following table discloses all investments whose value is calculated using NAV, or its equivalent, as
its practical expedient.

Redemption
Fair Unfunded Fair Unfunded Redemption Notice

Strategy Value Commitments Value Commitments Frequency Period

Monthly,
Quarterly, Semi
Annually, Over
One Year, and
Duration of 60 to 180 days

Hedge funds (a) $ 43,244,629 $ $ 41,736,351 $ Partnership and N/A

Private equity
funds (b) 46,265,865 16,007,397 29,399,620 20,968,795 N/A N/A

Real asset
funds (c) 6,005,679 1,875,700 3,387,990 Monthly 30 days

Total $ 95,516,173 $ 17,883,097 $ 74,523,961 $ 20,968,795

As of June 30, 2020As of June 30, 2021

(a) Hedge funds: This class includes various hedge fundswhich invests in both long and short term
equity securities, distressed and special situations, directional strategies, small and micro
capitalization healthcare companies, as well as, global interest rates, credit instruments,
currencies, and commodities. Management of the hedge funds has the ability to shift
investments fromvalue to growth strategies, from small to large capitalization stocks, and from
a net long position to a net short position.

(b) Private equity funds: This class includes several private equity funds some of which offer
investments into any of three separate strategies: venture capital, private equity (buyouts) and
emerging markets. Investments are made with a limited partner agreement, which prohibits
redemption of the investment. Instead, distributions are received through the liquidation of
the underlying assets of the fund.

(c) Real asset funds: This class includes several real estate funds that invest primarily in public
REITS, private open end core real estate funds, and a portfolio of directly held properties.
Distributions from each fund will be generally received as the underlying investments of the
funds are liquidated.

Note 5 Funds Held in Trust by Others

The Foundation is the sole beneficiary of certain trusts that are not in its possession or under its control
but are held and administered by outside trustees. These funds are included in Note 4 in the fair value
hierarchy. The Foundation recognizes the estimated fair value of the assets or the present value of the
future cash flows when the irrevocable trust is established or when the Foundation is notified of its
existence. The present value is calculated using discount rates the year in which the trust was
established.



 

23

Florida Atlantic University Foundation, Inc.
Notes to Basic Financial Statements
June 30, 2021
(with comparative totals for 2020)

Note 5 Funds Held in Trust by Others (continued)

Funds held in trust by others, at June 30, consisted of the following at their fair value:

2021 2020

Domestic equities $ 2,516,978 $ 1,888,894
Domestic fixed income 730,662 628,781
International equities 646,606 484,632
Money market funds and other deposits 52,529 84,945
International fixed income 64,893

Total funds held in trust by others $ 3,946,775 $ 3,152,145

Note 6 Endowments

The Foundation has fully endowed funds established for the support of the students, programs and
faculty of the various colleges at Florida Atlantic University. Endowments include both donor restricted
endowment funds and funds designated by the Foundation or college to function as endowments.

The Foundation interprets the State of Florida’s Uniform PrudentManagement of Institutional Funds
Act (FUPMIFA), as requiring the Board of Directors to use reasonable care, skill, and caution as
exercised by a prudent investor, in considering the investment, management, and expenditures of
endowment funds. The spending policy is set with the goal of the preservation of the long term
purchasing power of the endowment fund, absent explicit donor stipulations to the contrary.

The goal of the investment program for the endowment assets is to provide a total return equivalent to
or greater than the endowment’s financial requirements over the “Time Horizon.” The endowment’s
financial requirements are the sum of the spending rate, the long term inflation rate, the aggregate
costs of portfoliomanagement, and any growth factor, which the Foundation’s Investment Committee
may, from time to time, determine appropriate. The Board of Directors, in consultation with its
investment advisors, monitors the Foundation’s target goal of 7.6% compared to the expected
long term return, which is periodically reevaluated.

The Foundation has a policy to distribute typically 3.9% (spending rate) of the average fair value of the
prior 20 quarters of an endowment that has satisfied the criteria for corpus protection. The Foundation
calculates spending at the end of the third quarter prior to the new fiscal year.

The following table displays the total ending endowment balances for nonexpendable endowments,
donor restricted endowments, and unrestricted funds functioning as endowments, as of June 30, 2021:

Restricted Restricted
Nonexpendable Expendable Total

Endowments $ 177,801,728 $ 105,506,884 $ 283,308,612
Funds functioning as
endowments 2,166,741 2,166,741

Totals $ 177,801,728 $ 107,673,625 $ 285,475,353
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Note 6 Endowments (continued)

The following table displays the total ending endowment balances for nonexpendable endowments,
donor restricted endowments, and unrestricted funds functioning as endowments, as of June 30, 2020:

Restricted Restricted
Nonexpendable Expendable Total

Endowments $ 170,729,253 $ 46,182,282 $ 216,911,535
Funds functioning as
endowments 2,003,167 2,003,167

Totals $ 170,729,253 $ 48,185,449 $ 218,914,702

Funds with deficiencies: From time to time, the fair value of certain endowments may fall under
historical cost values (original gift/book value), and therefore, are considered to be underwater. There
were no underwater endowments at June 30, 2021. At June 30, 2020, the Foundation had
approximately $ 38,000 in underwater endowments.

Note 7 Capital Assets

Capital assets activity for the year ended June 30, 2021 was as follows:

Balance, Balance,
July 1, June 30,
2020 Additions Deletions 2021

Capital assets, not being
depreciated:

Land $ 4,439,639 $ $ $ 4,439,639
Art, library and other
collections 17,580,824 17,580,824

Total capital assets,
not being depreciated 22,020,463 22,020,463

Capital asset, being depreciated:
Buildings and improvements 34,000 34,000

Less accumulated depreciation for:
Buildings and improvements 32,115 756 32,871

Total capital assets being
depreciated, net 1,885 (756) 1,129

Total capital assets, net $ 22,022,348 $ (756) $ $ 22,021,592

Land preserves: Approximately 25 percent of the 150 acres known as Pine Jog (included in land) have
reversion clauses where the ownership of the land reverts to the donor or the county if the land does
not remain in its natural state. Other parcels of the land have deed restrictionswith the same intent to
preserve this land as a nature area.
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Note 8 Split Interest Trusts

The Foundation records split interest trust internally as expendable or nonexpendable depending on
whether the donors' restrictions specify the balance will be distributed to a campus program account
or an endowment at the end of the trust. The net amounts are recorded to deferred inflows of
resources instead of net position. The entire balance of deferred inflows of resources related to split
interest trusts at June 30, 2021 and 2020, are considered to be restricted expendable.

The asset of split interest trust liabilities (annuities payable) falls into the money market funds and
other deposits category for the years ended June 30, 2021 and 2020, as discussed in Note 4. The
estimated fair value of the liability is established by calculating the net present value of the payments
to the lifetime beneficiaries by Foundation, based on input assumptions from actuarial tables for
remaining time until maturity, and pay out and earnings rates.

Note 9 Sub Leasing Arrangement

The Foundation previously entered into a sub leasing agreement with the Florida Board of Education
(the Board). Upon entering into this agreement, twomaster leases between the Board and the Board
of Trustees of the Internal Improvement Trust Fundwere assumed by the Foundation. The subleasing
agreement provides for the sublease of a certain parcel of real property located on Glades Road in
Boca Raton, Florida, at no charge to the Foundation through January 2073.

The Foundation then entered into a ground lease agreementwith a developerwhereby the developer
agreed to construct a retail complex on the site and lease the space to various entities. Pursuant to the
ground lease agreement, the developer is to provide the Foundationwith amonthly base rent from the
commencement date through its expiration in January 2073. The base rent increases by 6% every ten
years. The lease also provides for an additional $ 5 per square foot in excess of 152,000 square feet of
consumer services area during years 1 through 10 and shall be adjusted upward by 6%every ten years.
In addition, the lease provides for an additional 1% of gross revenues to be added to the base rent
through year 40 of the lease and 5% thereafter. The lease provided rental income of approximately
$ 1,068,000 in 2021 and $ 1,053,000 in 2020, relating to this agreement.

Future minimum rentals to be received under this sub leasing arrangement are estimated to be
approximately as follows:

Estimated
Future

Year Ending Minimum
June 30, Rentals

2022 $ 1,113,000
2023 1,113,000
2024 1,113,000
2025 1,113,000
2026 1,113,000

2027 2036 11,461,000
2037 2046 13,656,000
2047 2056 15,009,000
2057 2066 15,745,000
2067 2073 10,828,000

$ 72,264,000
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Note 10 Long Term Liabilities

Direct financing type lease and certificates of participation: Effective November 30, 2012, the
Foundation issued the 2012 Certificates of Participation (“Certificates”) to refund the then existing
1999 and 2000 Certificates. In support of the University’s needs, the funds provided by the original
issuanceswere used to finance the cost to construct an honors college dormitory facility on the JohnD.
MacArthur Campus located in Jupiter, Florida. The 2012 Certificates are payable in annual principal
installments ranging from $ 347,000 to $ 661,000with semi annual interest payments at a 2.93% fixed
rate through maturity, May 2030.

The Foundation previously entered intomaster lease agreementswith the Florida Board of Education
(the Board),whereby the Foundation is obligated to pay the Board $ 1 per year for each dormitory until
the later of May 2029 or the date that the certificates are paid in full. The Foundation further entered
into agreements to lease the buildings to the University, in exchange for the University’s paying all
amounts due under the Certificates.

The Foundation guarantees the Certificates unconditionally and shall maintainminimumunrestricted
expendable net assets of $ 1,300,000; provided; it shall not constitute an event of default if the amount
of such net assets fall below the minimum threshold due to the application of certain current
accounting standards. In the event that the Foundation is unable to maintain the required minimum
net assets and cure such deficiency as set forth in the agreement, the Foundation may alternatively
defray an event of default by depositing with the trustee (debt service reserve fund account) an
amount equal to themaximumannual debt service of the 2012 Certificates. Further, theUniversity has
agreed to timely fund such reserve account, if required, to avoid an event of default by the Foundation
under its guarantee.

Long term liabilities activity for the year ended June 30, 2021 was as follows:

Due
Balance, Balance, Within

July 1, 2020 Additions Deletions June 30, 2021 One Year

Certificates of participation $ 5,587,000 $ $ 559,000 $ 5,028,000 $ 574,000
Annuities payable (Note 8) 306,792 12,210 46,902 272,100 45,623
Liability to resource
providers (Note 12) 37,201 3,559 33,642

$ 5,930,993 $ 12,210 $ 609,461 $ 5,333,742 $ 619,623

At June 30, 2021, the minimum lease payments to be received from the University and the payments
due on the 2012 Certificates, for each of the five succeeding fiscal years and thereafter, are estimated
to be approximately as follows:

Year Ending
June 30, Principal Interest Total

2022 $ 574,000 $ 147,274 $ 721,274
2023 588,000 130,461 718,461
2024 605,000 113,238 718,238
2025 616,000 95,517 711,517
2026 631,000 77,474 708,474

2027 2030 2,014,000 130,051 2,144,051

Total $ 5,028,000 $ 694,015 $ 5,722,015
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Note 11 Related Party Transactions

Florida Atlantic University: The Foundation committed $ 500,000 to theUniversity for fiscal year 2021
recruitment scholarship and $ 330,000 for First Generation scholarships from earnings from the
University Commons rent revenues (Note 9).

In fiscal year 2011, the Florida Atlantic University Finance Corp (“FAUFC”), a separate direct support
organization of the University, entered into a loan agreement for the construction of an on campus
football stadium. The stadiumhosted its first home gameonOctober 15, 2011. Among other operating
revenues of the stadium, the agreement requires that all revenues associated with priority and
premium seating of the stadium are to be pledged toward this credit facility. During the years ended
June 30, 2021 and 2020, the Foundation collected priority seating revenues of approximately $ 91,000
and $ 266,000, respectively. At June 30, 2021 the Foundation had an amount due to FAUFC of
approximately $ 31,000, in regards to the priority seating. In compliancewith the loan agreement, the
Foundation transferred these pledged revenues to the lending financial institution on amonthly basis.
The Foundation records the gift portion, associated with seating fees, as contribution revenue;
however, proceeds related to goods and services of the stadiumare treated as agency transactions not
affecting the statement of revenues, expenses and changes in net position.

The Foundation is neither a borrower nor a guarantor on this infrastructure loan. TheUniversity retains
the obligation to fulfill commitments entered into in connection with the sales of goods and services,
including sales tax.

During the years ended June 30, 2021 and 2020, the Foundation funded to the University
approximately $ 596,000 and $ 6,500,000, respectively, for the construction of a University complex
and various facility renovations; and is reflected in funding of University’s infrastructure in the
accompanying statement of revenues, expenses and changes in net position.

The Foundation is a direct support organization of Florida Atlantic University, and as such transfers and
receives funds to support the academic programs, scholarships and salaries of faculty members on a
monthly basis. At June 30, 2021 and 2020, the total amount due to the University was approximately
$ 288,000 and $ 1,597,000, respectively, and is reflected in accounts payable and accrued expenses in
the accompanying statement of net position. At June 30, 2021 and 2020, the total amount due from
the University was approximately $ 766,000 and $ 680,000, respectively, and is reflected in other
receivables and assets in the accompanying statement of net position.

During the year ended June 30, 2020, the Foundation entered into an agreementwith theUniversity to
provide advanced funding from the outstanding pledge commitments, for the construction of the
Schmidt Family Complex for Academic and Athletic Excellence. This agreement stated that the
Foundation will make available up to $ 10,000,000 for the University, to draw advances. The
Foundation will receive interest on the amounts advanced at a rate of 2.5% per annum. Interest
amounts will accrue monthly on the outstanding balance and will be paid annually on June 30 or if
requested, another mutually agreed upon date. There were no amounts advanced to the University
during the 2021 fiscal year, however, during the year ended June 30, 2020, the Foundation had
advanced approximately $ 5,800,000 to the University. As of June 30, 2021, and 2020, the outstanding
balance relating to the agreement is $ 3,500,000 and $ 4,400,000, respectively.
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Florida Atlantic University Foundation, Inc.
Notes to Basic Financial Statements
June 30, 2021
(with comparative totals for 2020)

Note 11 Related Party Transactions (continued)

Board of Directors: The Foundation adheres to a conflict of interest policy with the board members.
During the course of business, the Foundation may purchase supplies and/or services at fair market
value from companieswhich have affiliationswith the Foundation’s boardmembers. Permanagement,
all such transactions are undertaken in the best interest of the Foundation and follow established
procedures.

Note 12 Harbor Branch Oceanographic Institute Foundation

The University acquired Harbor Branch Oceanographic Institute (HBOI) on January 1, 2008. HBOI
functions as a college of the University and is the northernmost campus of the University. HBOI is
supported by its separate foundation, theHarbor BranchOceanographic Institute Foundation, (HBOIF).
The HBOIFwas certified as an official Direct Support Organization (DSO) of theUniversity inMay 2008.

The Foundation had agreedwith theHBOIF to expand operations and provide for the administration of
HBOIF funds and fundraising activities. TheHBOIF continues to operate to take in revenue from license
plates and administer its endowment, but certain donations continue to be solicited and collected by
the Foundation.

Funds managed on behalf of HBOIF are recorded on the Foundation’s statement of net position as a
"liability to resource provider." The amount of this liability at June 30, 2021 and 2020 was
approximately $ 34,000 and $ 37,000, respectively.

Note 13 Commitments and Contingencies

From time to time, the Foundation may be involved in litigation, audits and tax examinations which
arise in the normal course of operations. Management believes that the amount of liability resulting
from such activities, if any, would not materially impact the Foundation. At June 30, 2021,
management did not knowof any pending or potential litigation, audits or tax examinations against the
Foundation.

Note 14 Pensions and Other Post Employment Benefit Plans

The Foundation follows the GASB standards requiring the employer to recognize its proportionate
share of the net position liability, in regard to Pensions and Other Post Employment Benefit Plans.
However, since all employees including those working at the Foundation are considered to be
University employees, the University does not determine a separate net liability amount for University
personnel working for the Foundation.
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(with comparative totals for 2020)

Note 15 – Uncertainties

The coronavirus (COVID 19) outbreak has caused disruption in international and U.S. economies and
markets. The coronavirus and fear of further spread has caused quarantines, cancellation of events
and overall reduction in business and economic activity. On March 11, 2020, the World Health
Organization designated the coronavirus outbreak a pandemic. Management and the Board of
Directors continue to evaluate and monitor the potential adverse effect that this event may have on
the Foundation’s financial position, operations and cash flows. The full impact of COVID 19 is unknown
at this time and cannot be reasonably estimated as these events are still developing.
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Florida Atlantic University Foundation, Inc.
Schedule of Board of Directors and
Executive Committee Members
June 30, 2021

At June 30, 2021, the membership of the Foundation's Board of Directors was comprised of the
following individuals, along with their respective terms:

MEMBER CURRENT TERM EXPIRES

Bruce H. Allen '71 June 2021
Zach Berg '97, '00* June 2022
Raphael Cardozo June 2024
Phyllis Gladstein** June 2023
Michael Kaufman June 2021
Arlene Klepper June 2022
Stewart I. Martin ‘89*** June 2025
Patricia A. McKay ‘78* June 2023
Melissa Miller '94, '96, '04 June 2022
Michael Miller June 2023
Peter Moore June 2022
William E. Morris June 2023
Paul Pagnato, Jr '86 June 2022
Maurice Plough Jr. June 2022
Brian Poulin** June 2024
Sally Rowley Williams* June 2024
Steve Schmidt*** June 2026
Sue Skemp* June 2022
Ettore (Ed) Ventrice* June 2022
Jay Weinberg* June 2022
Cheryl Wilke '88* June 2024

Keith Arnold (Philanthropy) June 2022
Richard Etner, Jr., (Real Estate) June 2022

Dr. John Kelly University President
Abdol Moabery Board of Trustees Representative

LIMITED PURPOSE DIRECTORS

EX OFFICIO MEMBERS, VOTING
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Florida Atlantic University Foundation, Inc.
Schedule of Board of Directors and
Executive Committee Members
(Continued)
June 30, 2021

Bert Nussbaum President, OLLI Boca
Terry Fedele Chairman, Caring Hearts Auxiliary
Dr. Michael Dennis Board of Trustees Representative
Thomas Zeichman '09 FAU Alumni Association
TBD Student Government President
Dr. Kevin Wagner Faculty Senate President
Art Solomon President, OLLI Jupiter

Kathleen Assaf Director Emeritus
Ronald Assaf Director Emeritus
Eleanor R. Baldwin Director Emeritus
Marjorie Pearlson Director Emeritus
Lois Pope Director Emeritus
Brian Utley Director Emeritus

** Indicates Officer
*** Indicates the Chairman of the Foundation's Board of Directors

EMERITUS

* Indicates members of the Executive Committee

EX OFFICIO MEMBERS, NON VOTING
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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
Florida Atlantic University Foundation, Inc.

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 General of the United States, the financial statements of Florida Atlantic
University Foundation, Inc. (the “Foundation”), a direct support organization and component unit of
Florida Atlantic University, as of and for the year ended June 30, 2021, and the related notes to the
financial statements, which collectively comprise the Foundation’s basic financial statement, and have
issued our report thereon date October 29, 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 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. Amaterial weakness is a deficiency, or a combination
of deficiencies, in internal control such that there is a reasonable possibility that amaterial misstatement
of the entity’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 and therefore,material weaknesses or significant deficienciesmay
exist that have not been identified. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. We did identify certain
deficiencies in internal control, described in the accompanying schedule of findings and questioned costs
as item 2020 01, that we consider to be significant deficiencies.
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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, noncompliancewithwhich could have a direct andmaterial
effect on the financial statement. However, providing an opinion on compliancewith those provisionswas
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.

Foundation’s Response to Findings

The Foundation’s response to the findings identified in our audit is described in the accompanying
schedule of findings and questioned costs. The Foundation’s response was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on it.

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 entity’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 entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

KEEFE McCULLOUGH

Fort Lauderdale, Florida
October 29, 2021
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
STATE PROJECT AND ON INTERNAL CONTROL OVER COMPLIANCE

REQUIRED BY CHAPTER 10.650, RULES OF THE FLORIDA AUDITOR GENERAL

To the Board of Directors
Florida Atlantic University Foundation, Inc.

Report on Compliance for Each Major State Project

Wehave audited the Florida Atlantic University Foundation, Inc.’s (the “Foundation”) compliancewith the
types of compliance requirements described in the Department of Financial Services’ State Projects
Compliance Supplement that could have a direct and material effect on the Foundation's major state
project for the year ended June 30, 2021. The Foundation’smajor state project is identified in the summary
of auditor’s results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliancewith state statutes, regulations, and the terms and conditions
of its state awards applicable to its state projects.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for the Foundation’smajor state project basedon
our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordancewith auditing standards generally accepted in theUnited States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Chapter 10.650, Rules of the
Florida Auditor General. Those standards and Chapter 10.650,Rules of the Florida Auditor General, require
that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with
the types of compliance requirements referred to above that could have a direct andmaterial effect on a
major state project occurred. An audit includes examining, on a test basis, evidence about the Foundation’s
compliancewith those requirements and performing such other procedures aswe considerednecessary in
the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the major state
project. However, our audit does not provide a legal determination of the Foundation’s compliance.
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Opinion on the Major State Project

In our opinion, the Foundation complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct andmaterial effect on its major state project for
the year ended June 30, 2021.

Report on Internal Control Over Compliance

Management of the Foundation is responsible for establishing and maintaining effective internal control
over compliancewith the types of compliance requirements referred to above. In planning andperforming
our audit of compliance, we considered the Foundation’s internal control over compliance with the types
of requirements that could have a direct and material effect on the major state project to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for the major state project and to test and report on internal control over compliance in
accordance with Chapter 10.650, Rules of the Florida Auditor General, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the Foundation’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allowmanagement or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
state project on a timely basis. Amaterial weakness in internal control over compliance is a deficiency, or
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility
that material noncompliance with a type of compliance requirement of a state project will not be
prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with the
type of compliance requirement of a state project that is less severe than amaterial weakness in internal
control over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

Purpose of this Report

The purpose of this report on internal control over compliance is solely to describe the scope of our testing
of internal control over compliance and the results of that testing based on the requirements of Chapter
10.650, Rules of the Florida Auditor General. Accordingly, this report is not suitable for any other purpose.

KEEFE McCULLOUGH

Fort Lauderdale, Florida
October 29, 2021
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State Contract
Grantor/Project Title CSFA Number Number Expenditures

State Agency Name:
Direct Project:
State of Florida,
Department of Education

University Major Gifts Program 48.074 $ 2,882,746

State of Florida,
Department of Highway Safety
and Motor Vehicles

Specialty License Plate Fund 76.031 69,691

Total expenditures of state financial assistance $ 2,952,437

Florida Atlantic University Foundation, Inc.
Schedule of Expenditures of State Financial Assistance
For the Year Ended June 30, 2021

Note 1 Basis of Presentation and Summary of Significant Accounting Policies

The accompanying Schedule of Expenditures of State Financial Assistance (the “Schedule”) includes the
state project activity of Florida Atlantic University Foundation, Inc. (the “Foundation”) under programs
of the state government for the year ended June 30, 2021. The information in this Schedule is
presented in accordancewith the requirements of Section 215.97, Florida Statutes andChapter 10.650,
Rules of the Florida Auditor General. Because the Schedule presents only a selected portion of the
operations of the Foundation it is not intended to and does not present the net position, changes in net
position, or cash flows of the Foundation. Expenditures reported on the Schedule are reported on the
accrual basis of accounting.

Note 2 Contingency

Programexpenditures are subject to audit and adjustment by the grantor agencies. If any expenditures
were to be disallowed by the grantor agency as a result of such an audit, any claim for reimbursement
to the grantor agency would become a liability of the Foundation. In the opinion of management, all
programexpenditures included on the accompanying Schedule are in compliancewith the termsof the
grant agreements and applicable laws and regulations.

Note 3 Interest

No funds, including interest earned on such funds, are due back to the state government.
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Florida Atlantic University Foundation, Inc.
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2021

SECTION 1 SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Type of auditor's report issued:

Internal control over financial reporting:

Material weaknesses(es) identified? yes X no

Significant deficiency(ies) identified? X yes none reported

Noncompliance material to financial statements noted? yes X no

State Projects

Internal control over major state projects:

Material weaknesses (es) identified? yes X no

Significant deficiency(ies) identified? yes X none reported

Type of auditor's report issued on compliance for
major state projects:

Any audit findings disclosed that are required
to be reported in accordance with Chapter yes X no
10.650, Rules of the Auditor General ?

Identification of major state project:

State Project

State of Florida,
Department of Education University

Major Gifts Program

Dollar threshold used to distinguish between Type A
and Type B/projects:

Audited qualified as low risk auditee? X yes no

SECTION II FINANCIAL STATEMENTS FINDINGS

No new matters were reported. Refer to Section IV of the report herein for a status of prior year
finding number 2020 01

SECTION III STATE PROJECT FINDINGS AN QUESTIONED COSTS

None reported.

48.074

$ 885,731

Unmodified Opinion

Unmodified Opinion

CSFA No.
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Florida Atlantic University Foundation, Inc.
Schedule of Findings and Questioned Costs (continued)
For the Year Ended June 30, 2021

SECTION IV – PRIOR YEAR AUDIT FINDINGS

2020 01: Staffing and Cross Training

Criteria: The Foundation’s finance department should have the necessary staff to properly record,
reconcile and report all financial transactions in a timely manner. Additionally, cross training of
personnel can assist with the Foundation’s operations in the event of unexpected absences in the short
or long term, or growth in operational duties.

Condition: We experienced that the absence of finance staff, as well as the lack of cross training of
critical employees, is putting a strain on the current personnel to complete their responsibilities in an
accurate and timely manner. For example, we noted that there was a significant increase in the work
backlog and in the time required to close the year end books. During the fiscal year 2020 audit, it was
found necessary for management to record approximately 55 post close journal entries to various
accounts, which had a change in net position effect of approximately $ 2.5 million, in order to properly
reflect transactions of the fiscal period.

Cause: Insufficient staffing levels and/or increased responsibilities of the Finance Department’s
personnel. Due to the level of staffing and increased responsibilities of the employees, formal closing
procedures and reconciliations were not properly/timely prepared and reviewed.

Effect: Financial reports, reconciliations, and transactions are not prepared, reviewed, and recorded in a
timely manner.

Recommendation:We recommend that the Foundation assess the number of personnel needed by the
Finance Department to accurately and timely complete its interim and year end financial reporting.
Additionally, we recommend that certain critical employees are cross trained on the Foundation’s
accounting procedures, transactions, and reporting. The conditionwill likely only getmore critical as the
Foundation grows, and transactions and reporting requirements increase.

Current Year Status: During the second half of the fiscal year under audit, it was noted that the
Foundation’s Finance Department experienced material personnel changes. Additionally, the
Foundation’s finance team implemented a newEnterprise Resource Planning (ERP) systemand engaged
a new investment custodial bank concurrently. Due to the timing of the receipt of the custodian’s year
end statements and the ERP implementation, year end closing processes were delayed. Certain
accounting adjustments were deemed immaterial at year end and were subsequently recorded in the
next fiscal year.

View of Responsible Officials and Planned Corrective Actions: The Foundation Finance Department is
now fully staffed and the ERP system is operational. All accounts are reconciledmonthly and adjusted in
accordance with Generally Accepted Accounting Principles (GAAP). Further, financial statements and
related supplementary information are prepared and presented to management and the board of
directors on a timely basis.


