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INDEPENDENT AUDITOR’S REPORT

Board of Directors

Florida SouthWestern State College Foundation, Inc.
8099 College Parkway, SW

Fort Myers, FL 33919

Report on the Financial Statements

We have audited the accompanying basic financial statements of Florida SouthWestern State
College Foundation, Inc. (the "Foundation") (a not-for-profit corporation) a direct support
organization and component unit of Florida SouthWestern State College (the "College"), as of
March 31, 2021, and for the year then ended, 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 an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Governmental Auditing
Standards, issued by the Comptroller General of the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the Foundation's preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Foundation's internal control. Accordingly, we
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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.

Opinion

In our opinion, the basic financial statements referred to above present fairly, in all material
respects, the net position of Florida SouthWestern State College Foundation, Inc. as of March
31, 2021, and the changes in its net position and its cash flows for the year then ended in
conformity 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
supplementary information - management's discussion and analysis on pages i-viii 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 Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the basic financial statements of Florida SouthWestern State College
Foundation, Inc. The accompanying supplementary information - statement of financial position by
account type and statement of activities by account type as of and for the year ended March 31,
2021, are presented for purposes of additional analysis and are not a required part of the basic
financial statements.
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The statement of financial position by account type and statement of activities by account type as
of and for the year ended March 31, 2021, are the responsibility of management and were

derived from and relate 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 accordance with auditing standards generally accepted in the United
States of America. In our opinion, based on our audit and the procedures performed as

described above, the statement of financial position by account type and statement of activities by
account type as of and for the year ended March 31, 2021, are fairly stated, in all material

respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report dated July 6,
2021, on our consideration of Florida SouthWestern State College Foundation, Inc.'s internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, grants and other matters. The purpose of that report is 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 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 Florida SouthWestern State College Foundation, Inc.'s internal
control over financial reporting and compliance.

%MW ¢ /wpma’ P

TUSCAN & COMPANY, P.A.
Fort Myers, Florida
July 6, 2021
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Florida SouthWestern State College Foundation, Inc.
A Component Unit of Florida SouthWestern State College
MANAGEMENT’S DISCUSSION AND ANALYSIS
March 31, 2021

The management’s discussion and analysis of Florida SouthWestern State College Foundation, Inc.’s
(the Foundation) financial performance provides an overview of the Foundation’s financial activities
for the fiscal year ended March 31, 2021. It should be read in conjunction with the accompanying
financial statements and related notes.

The Foundation is a direct support organization, as defined in Chapter 1004.70, Florida Statutes and
component unit of Florida SouthWestern State College. The Foundation accepts gifts in support of the
activities directly related to the mission of Florida SouthWestern State College, including cash,
property, securities, bequests and trust and life income arrangements.

The Foundation promotes higher education in general, and specifically encourages the advancement
of teaching and instruction services, student scholarships at Florida SouthWestern State College, as
well as support for the Barbara B. Mann Performing Arts Hall.

This annual report consists of a series of financial statements, prepared in accordance with the
Governmental Accounting Standards Board (GASB) Statement No. 34, “Basic Financial Statements
and Management’s Discussion and Analysis for State and Local Governments” and GASB Statement
No. 35, “Basic Financial Statements and Management’s Discussion and Analysis for Public Colleges
and Universities.” The Foundation is considered a Business Type Activity (BTA) under the provision
and reporting model of GASB Statements No. 34 and No. 35.

USING THIS ANNUAL REPORT

This report consists of four basic financial statements; the statement of net position; the statement of
revenues, expenses and changes in net position; the statement of functional expenses; and the
statement of cash flows. This report also includes the notes to the financial statements. These
statements provide information on the Foundation as a whole and present a long-term view of the
Foundation’s finances.

FINANCIAL HIGHLIGHTS

The assets of the Foundation exceeded its liabilities on March 31, 2021 as follows:

= §$5,799,873 (net assets without donor restrictions) may be used to provide academic,
community and college program support, as well as general and administrative support;

= $25,900,101 (net assets with donor restrictions, temporary) represents funds whose use
has been limited by donors for time restrictions or special purposes; and

= $19,060,804 (net assets with donor restrictions, permanent) is the non-expendable
portion of funds that are subject to donor, grantor or other external party restrictions as
to use.

=  The Foundation’s total net assets/position increased by $9,130,029 during the 2020-21
fiscal year, from $41,630,749 to $50,760,778. The increase is attributable to the
increased investment revenue.

=  The Foundation’s total net assets/position decreased by $2,823,709 during the 2019-20
fiscal year, from $44,454,458 to 41,630,749. The decrease is attributable to the
decreased investment revenue and contributions.



Florida SouthWestern State College Foundation, Inc.
A Component Unit of Florida SouthWestern State College
MANAGEMENT’S DISCUSSION AND ANALYSIS (Cont’d)
March 31, 2021

Financial Highlights (cont’d)

The Foundation received no state matching funds for the years ended March 31, 2020 and 2021. The
State Matching Program was suspended June 30, 2011. See Financial Statement Note 1.

The Foundation awarded $2,360,127 in student scholarships and $262,235 in academic support for
fiscal year 2020-2021.

The Foundation awarded $2,528,901 in student scholarships and $623,465 in academic support for
fiscal year 2019-2020.

Total revenues and capital additions of $12,533,782 were used for private support for scholarships,
academic support funds, sponsorships, capital funding and unrestricted gifts for the year ended March
31, 2021.

Total revenues and capital additions of $1,341,513 were used for private support for scholarships,
academic support funds, sponsorships, capital funding and unrestricted gifts for the year ended March
31, 2020.

The Statement of Net Position and the Statement of Revenues, Expenses and Changes in Net
Position

These two statements report the Foundation’s net position and the changes in this net position for the
year. Over time, increases or decreases in the Foundation’s net position is one indicator of whether its
financial health is improving or deteriorating. Other nonfinancial factors, such as the number of
students that benefited from scholarships and loans awarded and the Foundation’s role in assisting the
College in its goals, also need to be considered in assessing the overall health of the Foundation.

These statements present all assets and liabilities using the accrual basis of accounting, which is similar
to the accounting used by most private-sector companies. Accrual of the current year’s revenue and
expenses are taken into account regardless of when cash is received or paid.

i



Florida SouthWestern State College Foundation, Inc.
A Component Unit of Florida SouthWestern State College
MANAGEMENT’S DISCUSSION AND ANALYSIS (Cont’d)
March 31, 2021

The Statement of Net Position and the Statement of Revenues, Expenses and Changes in Net
Position (cont’d)

Assets, liabilities and net position for the Foundation at March 31, 2020 and March 31, 2021 were as
follows:

Assets 2020 2021
Current Assets $ 1,623,999 $ 1,321,418
Noncurrent Assets 40,402,568 49,895,210
Total Assets $ 42,026,567 $ 51,216,628
Liabilities
Current Liabilities $ 328,039 $ 453,353
Noncurrent Liabilities 67,779 2,497
Total Liabilities 395,818 455,850
Net Assets/Position
Unrestricted 5,996,032 5,799,873
Restricted-Expendable 16,584,863 25,900,101
Endowment 19,049,854 19,060,804
Total Net Assets/Position 41,630,749 50,760,778
Total Liabilities and
Net Assets/Position $ 42,026,567 % 51,216,628

The Foundation’s net position by category at March 31, 2020 and March 31, 2021 are displayed
graphically below:
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Florida SouthWestern State College Foundation, Inc.
A Component Unit of Florida SouthWestern State College
MANAGEMENT’S DISCUSSION AND ANALYSIS (Cont’d)
March 31, 2021

The Statement of Net Position and the Statement of Revenues, Expenses and Changes in Net
Position (cont’d)

Comparative revenues and expenses of the Foundation for the fiscal year ended March 31,
2020 and March 31, 2021 are presented below:

2020 2021
Operating Revenues:
Contributions, Gifts & Other Revenue $ 2,580,337 $ 605,513
Other Income: Donated Facilities 36,981 35,341
In-Kind donations 48.567 88.321
Total Operating Revenues 2,665,885 729,175
Less Operating Expenses 4.165.222 3.403.753
Operating Income (Loss) (1,499,337) (2,674,578)
Non-operating Revenues:
Net Interest/Dividend Income (Loss) 1,554,998 1,120,148
Net Realized/Unrealized Gains (Losses) on Investments (2,913,145) 10,673,509
Total Non-Operating Revenues (1.358.147) 11,793.657
Income (Loss) Before Other Revenues (Expenses) (2.857.484) 9.119.079
Capital Additions:
Private contributions 33,775 10,950
Total Other Revenues (Expenses) 33.775 10,950
Increase (Decrease) in Net Assets/Position (2,823,709) 9,130,029
Net Assets/Position, Beginning of Year 44454458 41,630,749
Net Assets/Position, End of Year $ 41,630,749 $ 50,760,778

The Foundation’s significant activity in revenues, operating, nonoperating and endowment, are
highlighted as follows:

Private contributions:
Private contributions, operating and endowment, totaled $740,125 for the year ended March 31, 2021
compared to $2,699,660 from the prior year.

Private contributions, operating and endowment, totaled $2,699,660 for the year ended March 31,
2020 compared to $1,614,306 from the prior year.

Grants from governmental agencies:

During the years ended March 31, 2020 and 2021, the Foundation received no funds from the Dr.
Philip Benjamin Matching Grant Program from the State of Florida. Due to the State’s financial
condition, such funding was suspended during the fiscal year ended March 31, 2012 for donations
received on or after June 30, 2011. These contributions are aligned with the mission of Florida
SouthWestern State College and certified by the College’s Board of Trustees.

v



Florida SouthWestern State College Foundation, Inc.
A Component Unit of Florida SouthWestern State College
MANAGEMENT’S DISCUSSION AND ANALYSIS (Cont’d)
March 31, 2021

The Statement of Net Position and the Statement of Revenues, Expenses, and Changes in Net
Position (cont’d)

Investment income and unrealized gains (losses) on investments:

Net interest and dividend income decreased by $434,850 from the prior year to $1,120,148 for the year
ended March 31, 2021. Realized and unrealized gains on investments increased by approximately
$13,586,654 from the prior year to $10,673,509 for the year ended March 31, 2021.

Net interest and dividend income decreased by $1,751,792 from the prior year to $1,554,998 for the
year ended March 31, 2020. Realized and unrealized gains on investments decreased by approximately
$774,537 from the prior year to $(2,913,145) for the year ended March 31, 2020.

Operating Expenses by Natural Classification

Depicted below is a comparison of operating expenses by natural classifications for the fiscal years
ended March 31, 2020 and March 31, 2021:
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Florida SouthWestern State College Foundation, Inc.
A Component Unit of Florida SouthWestern State College
MANAGEMENT’S DISCUSSION AND ANALYSIS (Cont’d)
March 31, 2021

The Statement of Net Position and the Statement of Revenues, Expenses, and Changes in Net
Position (cont’d)

Operating Expenses by Program Function

Total operating expenses presented by program function is also important for the Foundation. This
presentation allows the Foundation to evaluate its goal of delivery of program services for the College.
Therefore, a comparison of operating expenses by program function for the fiscal years ended March
31, 2020 and March 31, 2021 is presented as follows:

Operating Expenses: 2020 2021
Program Services:
Student Related $ 2,528901 $ 2,360,127
Academic 623,465 262,235
Faculty and Institution 6,444 29,464
Total Program Expenses 3,158,810 2,651,826

Supporting Services

General Administration 836,033 706,525
Fundraising 170,379 45,402
Total Supporting Services 1,006,412 751,927
Total Operating Expenses $ 4,165222 $ 3,403,753

Depicted below is a comparison of program services for the fiscal years ended March 31, 2020 and
March 31, 2021:
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Florida SouthWestern State College Foundation, Inc.
A Component Unit of Florida SouthWestern State College
MANAGEMENT’S DISCUSSION AND ANALYSIS (Cont’d)
March 31, 2021

The Statement of Cash Flows

Another way to assess the financial health of an organization is to look at the statement of cash flows.
Its primary purpose is to provide relevant information about the cash receipts and cash payments of
an organization during the fiscal year.

A summary of the Foundation’s cash flows for the fiscal years ended March 31, 2020 and 2021 is
presented below:

Cash Flows 2020 2021
Cash Provided By (Used in):
Operating Activities $ (2372,221) $ (2,077,685)
Noncapital Financing Activities - -
Capital and Related Financing Activities 33,775 708,176
Investing Activities 1,855,350 2,021,197
Net Increase (Decrease) in Cash (483,096) 651,688
Cash and Cash Equivalents, Beginning of Year 843,145 360,049
Cash and Cash Equivalents, End of Year $ 360,049 $ 1,011,737
Fiscal Year 2021

For the purpose of cash flows, cash and cash equivalents include all highly liquid investments
(including restricted assets) with a maturity of three months or less when purchased. Net cash received
from operating activities (donors and revenues) was $1,157,416. The difference in cash received
compared with the total contributed is attributed to pledges. Cash used for operating activities was
principally for the benefit of the College in the amount of $3,235,101.

Cash flows from investing activities consist of interest and dividends in the amount of $1,120,148 and
the net of proceeds and purchases of securities for long term investments amounted to cash inflow of
$901,049.

Fiscal Year 2020

For the purpose of cash flows, cash and cash equivalents include all highly liquid investments
(including restricted assets) with a maturity of three months or less when purchased. Net cash received
from operating activities (donors and revenues) was $1,701,602. The difference in cash received
compared with the total contributed is attributed to pledges. Cash used for operating activities was
principally for the benefit of the College in the amount of $4,073,823.

Cash flows from investing activities consist of interest and dividends in the amount of $1,554,998 and
the net of proceeds and purchases of securities for long term investments amounted to cash inflow of

$300,352.

vii



Florida SouthWestern State College Foundation, Inc.
A Component Unit of Florida SouthWestern State College
MANAGEMENT’S DISCUSSION AND ANALYSIS (Cont’d)
March 31, 2021

Debt Administration
The Foundation had no outstanding long term debt at March 31, 2020 or 2021.

The Foundation also repays the College for the budgeted Foundation personnel costs as agreed upon
annually. This repayment is paid on a quarterly basis.

ECONOMIC FACTORS THAT WILL AFFECT THE FUTURE

The most significant economic factor impacting the future work of the Foundation is the return of
fixed income investments and the volatility of equities. The Foundation depends on earnings from
investments to fund its spending policy for scholarships and program support as well as the draw to
underwrite the annual operating budget of the Foundation. Over the next several years it will be
important for the Foundation Board to work with our investment counsel to strike a balance between
projected returns and risk/volatility.

Given the uncertainties that exist in the investment world, the Foundation continues to give priority to
increasing the size of the investment corpus by generating new endowment and non-pass through gifts.
Secondarily, diversification of the Foundation’s operating funding formula by securing outside
funding/sponsorship of events and other Foundation activities will reduce pressure to chase
unreasonable investment returns.

Another factor that could be relevant to the operation of the Foundation is the effect of COVID on the
students and operations of the College as well as the financial impact on the donors to the Foundation
and the global economy in general.

Request for Information

This financial report is designed to provide the reader with an overview of the Foundation. Questions
regarding any information provided in this report should be directed to: Florida SouthWestern State
College Foundation, Keith Callaghan, Foundation Executive Director, 8099 College Parkway, Fort
Myers, Florida, 33919 or phone (239) 489-9036.

viii



FLORIDA SOUTHWESTERN STATE COLLEGE FOUNDATION, INC. Page 4 of 42
STATEMENT OF NET POSITION

March 31, 2021
ASSETS Total
CURRENT ASSETS
Cash and cash equivalents $ 1,011,737
Sponsorship receivables, current 108,000
Unconditional promises to give, current 182,864
Prepaid expenses 18,817
Total current assets 1,321,418
NONCURRENT ASSETS
Investments without donor restrictions 4,065,180
Investments - with donor restrictions 45,448,741
Sponsorship receivables, noncurrent, net 48,910
Unconditional promises to give, noncurrent, net 264,514
Gifts In-Kind 65,368
Investments held in trust 2,497
Total noncurrent assets 49,895,210
TOTAL ASSETS 51,216,628
LIABILITIES
CURRENT LIABILITIES
Accounts payable 294,853
Unearned revenue 158,500
Total current liabilities 453,353
NONCURRENT LIABILITIES
Investments held in trust (unearned revenue) 2,497
Total noncurrent liabilities 2,497
TOTAL LIABILITIES 455,850
NET POSITION
Net investment in capital assets -
Without donor restrictions 5,799,873
With donor restrictions
Temporarily restricted 25,900,101
Permanently restricted 19,060,804
TOTAL NET POSITION $ 50,760,778

The accompanying footnotes are an integral part of this statement.



FLORIDA SOUTHWESTERN STATE COLLEGE FOUNDATION, INC. Page 5 of 42
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
For the Year Ended March 31, 2021

Total
OPERATING REVENUES
Contributions, sponsorship, gifts and other revenues $ 605,513
In-Kind donations/facilities 123,662
Total operating revenues 729,175
OPERATING EXPENSES
Program services
Academic 262,235
Student-related scholarships 2,360,127
Faculty and Institution-related 29,464
Management and general expenses 706,525
Fundraising and donor-related 45,402
Total operating expenses 3,403,753
Operating income (loss) (2,674,578)
NONOPERATING REVENUES (LOSS)
Loss on sale of land (52,774)
Interest and dividends 1,120,148
Net appreciation (depreciation) in investments 4,113,346
Net realized gain (loss) on investments 6,612,937
Net nonoperating revenues (loss) 11,793,657
Increase (decrease) in net position before capital additions 9,119,079
CAPITAL ADDITIONS
Contributions to endowments 10,950
Total capital additions 10,950
Increase (decrease) in net position 9,130,029
NET POSITION, BEGINNING OF YEAR 41,630,749
NET POSITION, END OF YEAR $ 50,760,778

The accompanying footnotes are an integral part of this statement.



FLORIDA SOUTHWESTERN STATE COLLEGE FOUNDATION, INC. Page 6 of 42
STATEMENT OF FUNCTIONAL EXPENSES
For the Year Ended March 31, 2021

Supporting Services

Total
Total Program General and Fundraising &  Supporting
Services Administrative Events Services Total
Computer $ - S 23,722 $ - S 23,722 $ 23,722
Contracted services 21,173 13,473 13,473 26,946 48,119
Contracted wages - 291,577 194,384 485,961 485,961
Educational, office, materials - 770 58 828 828
Freight & postage 3,718 - 929 929 4,647
In-Kind 119,740 46,565 - 46,565 166,305
Insurance 8,369 19,528 - 19,528 27,897
Miscellaneous 15,000 - - - 15,000
Other Materials & Supplies 4,388 3,169 16,820 19,989 24,377
Printing 283 4,702 9,259 13,961 14,244
Professional fees 155,908 52,671 2,107 54,778 210,686
Program support 623,881 - - - 623,881
Rentals 559 1,676 1,755 3,431 3,990
Scholarships & waivers 1,753,000 - - - 1,753,000
Travel 800 110 186 296 1,096

Total expenses $ 2,706,819 $ 457,963 $ 238971 $ 696,934 $§ 3,403,753




FLORIDA SOUTHWESTERN STATE COLLEGE FOUNDATION, INC.

STATEMENT OF CASH FLOWS
For the Year Ended March 31, 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from donors and revenues
Cash paid to Florida SouthWestern State College,
suppliers, and other educational institutions
Interest expense
NET CASH PROVIDED BY (USED IN)
OPERATING ACTIVITIES

CASH FLOWS FROM NON-CAPITAL FINANCING
Taxes and insurance paid
NET CASH PROVIDED BY (USED IN)
NON-CAPITAL FINANCING

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Sale of land
Contributions to endowments
NET CASH PROVIDED BY (USED IN)
CAPITAL AND RELATED
FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES

Net proceeds (purchases) of securities for long-term investment

Interest and dividend income
NET CASH PROVIDED BY (USED IN)
INVESTING ACTIVITIES

Increase (decrease) in cash and equivalents
CASH AND EQUIVALENTS, BEGINNING OF YEAR
CASH AND EQUIVALENTS, END OF YEAR

Supplemental Disclosure of Non-cash Transactions:

Amount
$ 1,157,416

(3,235,101)

(2,077,685)

697,226

10,950

708.176

901,049
1,120,148

2,021,197
651,688

360,049
S 1011737

The Foundation recorded donated rent income and expense of $35,341 during the year ended

March 31, 2021.

The Foundation also recorded other in-kind donations of $88,321 and expenses of $130,964

during the year ended March 31, 2021.

The accompanying footnotes are an integral part of this statement.
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RECONCILIATION OF OPERATING INCOME (LOSS) TO
NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES

Amount

Operating income (loss) $ (2,674,578)
Adjustments to reconcile operating income (loss)

to net cash provided by (used in) operating activities:

(Increase) decrease in sponsorship receivables, net (133,410)

(Increase) decrease in unconditional promises to give, net 602,567

(Increase) decrease in prepaid expenses 12,533

(Increase) decrease gifts in kind 42,663

Loss on disposal (52,774)

Increase (decrease) in accounts payable (10,186)

Increase (decrease) in unearned revenue 135,500

Net Change 596,893

NET CASH PROVIDED BY (USED IN)
OPERATING ACTIVITIES $ (2,077,685)



FLORIDA SOUTHWESTERN STATE COLLEGE FOUNDATION, INC. Page 8 of 42
NOTES TO THE FINANCIAL STATEMENTS
March 31, 2021

NOTE A - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Description of activities

Florida SouthWestern State College Foundation, Inc. (the "Foundation") was
originally incorporated as Edison Junior College Endowment Corporation, Inc. a
not-for-profit organization under the laws of the State of Florida on October 6, 1966.

On October 13, 1976, the Foundation's name was changed to Edison Community
College Endowment Foundation, Inc.

On July 1, 1995, another direct support organization of Edison State College (the
"College") known as The Foundation for the Performing Arts Hall, Inc. was merged
with the Foundation. Immediately thereafter, the name of the Foundation was
changed to Edison Community College Foundation, Inc. On July 1, 2004, the
Foundation changed its name from Edison Community College Foundation, Inc. to
Edison College Foundation, Inc. to reflect the College's name change. On
November 10, 2008, the Foundation again changed its corporate name to Edison
State College Foundation, Inc., consistent with the name change of the College.

On September 27, 2005, the Board of Directors approved a change in the
Foundation's By-Laws to adopt an April 1 - March 31 fiscal year. The change was
effective for March 31, 2006.

Effective July 1, 2014, Edison State College Foundation Inc.'s name changed to
Florida SouthWestern State College Foundation, Inc. consistent with the approved
name change for the College.

The Foundation is a direct support organization and a component unit of Florida
SouthWestern State College (the "College"), as defined by State of Florida Auditor
General Rule 10.700 and Florida Statutes Chapter 1004.70. The Foundation is
governed by its own independent district Board of Directors and is organized to
receive, invest, and disburse funds for students pursuing their collegiate training at the
College and to pay for instruction and other educational related activities at the
College.

The Foundation's district offices are located on the Lee County campus of the College
in Fort Myers, Florida.



FLORIDA SOUTHWESTERN STATE COLLEGE FOUNDATION, INC. Page 9 of 42
NOTES TO THE FINANCIAL STATEMENTS
March 31, 2021

NOTE A - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, CONTINUED

Description of activities, continued

These financial statements also include the assets, liabilities, net assets and results of
operations of several programs including the Florida SouthWestern State College
Alumni Association, Legacy Society, and the Mina Miller Edison Society.

Summary of significant accounting policies

The following is a summary of the significant accounting policies used in the
preparation of these basic financial statements.

Basis of accounting

The basic financial statements of the Foundation have been prepared using the
economic resources measurement focus and the accrual basis of accounting in
conformity with accounting principles generally accepted in the United States of
America. Under this method, revenues are recorded when earned and expenses are
recognized when they are incurred.

The Statement of Net Position (Net Assets) is presented in a classified format to
distinguish between current and long-term assets and liabilities. The Statement of
Revenues, Expenses, and Changes in Net Position (Net Assets) is presented by
major sources. The Statement of Functional Expenses is presented in accordance
with ASU 2016-14. The Statement of Cash Flows is presented using the direct
method and is in compliance with Governmental Accounting Standards Board
("GASB") Statement No. 9 "Reporting Cash Flow Proprietary and Non-expendable
Trust Funds".

The Foundation also follows FASB Statements and Interpretations issued after
November 30, 1989 as permitted by GASB Statement No. 62, since it is a
not-for-profit organization that acts as a direct service corporation of a Florida
governmental entity, unless those pronouncements conflict with GASB
pronouncements.

Financial statement presentation

The Foundation, since it is defined as a direct support organization, adheres to
Governmental Accounting Standards including (GASB) Statement No. 34, "Basic
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NOTE A - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, CONTINUED

Financial statement presentation, continued

Financial Statements - and Management's Discussion and Analysis - for State and
Local Governments," GASB Statement No. 35, "Basic Financial Statements - and
Management's Discussion and Analysis - for Public Colleges and Universities,"
GASB Statement No. 37, "Basic Financial Statements - Management's Discussion
and Analysis - for State and Local Governments: Omnibus - an amendment of GASB
Statements No. 21 and No. 34," and GASB Statement No. 38, "Certain Financial
Statements Note Disclosures" which were first implemented by the Foundation for
the year ended March 31, 2007. The Foundation is considered a Business Type
Activity (BTA) under the provisions and reporting model of GASB Statements No.
34 and No. 35.

GASB Statements No. 34 and 35 established standards for external financial
reporting which includes a Statement of Net Position, a Statement of Revenues,
Expenses and Changes in Net Position, and a Statement of Cash Flows using the
direct method. GASB Statements No. 34 and 35 also include a requirement that
management provide a discussion and analysis of the basic financial statements and it
requires the classification of net assets into three components - net investment in
capital assets, net assets with donor restriction, and net assets without donor
restriction. These classifications are defined as follows:

+ Net investment in capital assets - consists of capital assets, net of accumulated
depreciation, reduced by the outstanding balances of any debt that is attributable
to those assets. Substantially, all capital assets are owned by the College, not the
Foundation. The College provides the Foundation with the use of capital assets
at no cost. No amounts have been recorded for this benefit inasmuch as no
objective basis to do so has been determined.

* Net assets without donor restriction - consists of net assets that do not meet the
definition of "with donor restriction" or "net investment in capital assets."

* Net assets with donor restriction - consists of assets that have constraints placed
upon their use through external sources imposed either by donors, endowment
agreements, or creditors (such as through debt covenants) or through laws,
regulations or constraints imposed by law through constitutional provisions or
enabling legislation, reduced by liabilities to be paid from these assets.
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NOTE A - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, CONTINUED

Financial statement presentation, continued

The adherence to this reporting model by the Foundation requires that the basic
financial statements also include reports required by Government Auditing Standards
and a Management's Discussion and Analysis section as well as the reporting
required by a not for profit organization.

Cash and cash equivalents

The Foundation considers highly liquid, short-term investments purchased with an
original maturity of three months or less to be cash equivalents.

Investments

Investments consist substantially of mutual funds. The mutual funds have been
invested in a mix between equity funds, hedge funds, and fixed income funds. All
investments are carried at fair market value. From time to time, the Foundation may
decide to sell unrestricted investments for liquidity or other valid business purposes.

Gains and losses are determined using the specific identification method when
securities are sold and are not shown net of related expenses (custodial fees).
Investment related expenses are included in management and general expenses on the
Statement of Revenues, Expenses and Changes in Net Position. Unrealized
appreciation or depreciation of these investments is recorded in the Statement of
Revenues, Expenses and Changes in Net Position, as appropriate. Actual gains and/or
losses (realized) are reflected separately on the Statement of Revenues, Expenses

and Changes in Net Position.

Promises to give

Unconditional promises to give are recognized as revenues or gains in the period
received and as assets, decreases of liabilities, or expenses depending on the form of
the benefits received. Conditional promises to give are recognized when the
conditions on which they depend are substantially met.
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NOTE A - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, CONTINUED

Pledges receivable

The Foundation accounts for its pledges in accordance with GASB Statement No.
33, "Accounting and Financial Reporting for Nonexchange Transactions". GASB
Statement No. 33 establishes reporting standards for nonexchange transactions,
which, in the case of the Foundation are unrestricted and restricted pledges to be
received in the future. Under the provisions of GASB Statement No. 33, endowment
pledges are not recognized.

Restricted assets

When both restricted and unrestricted resources are available for use, it is the
Foundation's policy to first apply the restricted resources, followed by the use of
unrestricted resources.

Recognition of donor restrictions

All donor-restricted support is reported as an increase in net assets with donor
restrictions, depending on the nature of the restriction. When a restriction expires
(that is, when a stipulated time restriction ends or purpose restriction is
accomplished), net assets with donor restrictions are reclassified to net assets without
donor restrictions and reported as net assets released from restrictions. Donor
restricted contributions, whose restrictions are met in the same reporting period, are
reported as unrestricted (net assets without donor restrictions) support.

Donated facilities

The Foundation's office space and office equipment are provided by the College.

The fair rental value of this facility has been recorded as donated facilities income and
rent expense in accordance with FASB ASC 958-60-50-1 (formerly Statement of
Financial Accounting Standards (SFAS) No. 116).

Donated equipment

Donations of equipment are recorded as support at their estimated fair value at the
date of donation. Such donations are reported as unrestricted support unless the
donor has restricted the donated asset to a specific purpose. Assets donated with
explicit restrictions regarding their use and contributions of cash that must be used to
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NOTE A - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, CONTINUED

Donated equipment, continued

acquire equipment are reported as restricted support. Absent donor stipulations
regarding how long those donated assets must be maintained, the Foundation reports
expirations of donor restrictions when the donated or acquired assets are placed in
service. The Foundation reclassifies net assets with donor restrictions to net assets
without donor restrictions at that time. If the restricted funds are used to purchase
assets that are placed in service in the reporting period, such support is reported as
unrestricted.

Donated goods and services

The Foundation recognizes donated goods and services that create or enhance
nonfinancial assets or require specialized skills, are provided by individuals possessing
those skills, and would typically need to be purchased if not provided by donation.

For the year ended March 31, 2021, no amounts have been reflected in the financial
statements for donated services, inasmuch as no objective basis is available to

measure the value of such services. A number of volunteers, including the Board of
Directors, however, have donated significant amounts of their time and expertise to
the Foundation's programs and supporting services.

The Foundation does receive various donated goods and use of facilities. Such
donations are recorded as revenue and expense in the same fiscal year. Such goods

are valued on the date of donation.

Office furniture and equipment

Substantially all furniture and equipment is provided to the Foundation free of charge

by the College. No costs related to these benefits are reflected in the basic financial
statements as no objective means to determine such value has been identified. Costs

of office furniture and equipment purchased by the Foundation, if any, are charged to
expense when incurred because the Foundation does not deem such amounts to be
sufficiently material to warrant capitalization and depreciation. Such assets are

donated to the College at the time of purchase. The College records such items as
capital assets and acts as the capital asset custodian. Therefore, no "net investment in
capital assets" net position balance is reflected by the Foundation for office furniture and
equipment.
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NOTE A - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, CONTINUED

Income taxes

No provision for income tax expense has been made in the accompanying basic
financial statements since the Foundation is generally exempt from income taxes under
Section 501(c)(3) of the Internal Revenue Code. The Foundation qualifies for the
charitable contribution deduction under Section 170(1)(A) and has been classified as
an organization that is not a private foundation under Section 509(a)(2).

The Internal Revenue Code provides for taxation of unrelated business income under
certain circumstances. The Foundation does report unrelated business income;
however, no unrelated business income tax was due. Such status is subject to final
determination upon examination of the related tax returns by the appropriate taxing
authorities. The informational tax returns (U.S. Form 990 and Form 990T) for the
prior three (3) fiscal years remain open for examination.

Accounting for uncertainty in income tax items

The Financial Accounting Standards Board has issued guidance on accounting for
uncertainty in income taxes and Florida SouthWestern State College Foundation, Inc.
has adopted this guidance. Florida SouthWestern State College Foundation, Inc. has
evaluated its tax positions and any estimates utilized in its tax returns, and concluded
that it has taken no uncertain tax positions that require adjustment to the financial
statements to comply with the provisions of this guidance. Interest and penalties
associated with uncertain tax positions will be recognized in income tax expense, if
required.

Risk management

The Foundation is exposed to various risks of loss related to torts; theft of, damage
to, and destruction of assets, error and omissions, injuries to employees or the public,
and natural disasters.

Although the Foundation benefits from the College's existing risk management systems
and practices, insurance programs are in place as noted below to protect against
reasonably anticipated losses:
* General Liability Coverage $2 million aggregate/$1 million each occurrence. $2 million products and
completed operations aggregate. $1 million personal and advertising injury. $300,000 damages to premises

rented to the Foundation. $10,000 medical expense to any one person. Deductible: $0. Also includes
Hired/Non-owned Automobile Liability $1 million total coverage.
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NOTE A - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES, CONTINUED

Risk management, continued

» Excess Liability Coverage: $10 million occurrence.

» Commercial Auto: $1 million liability.

* Directors and Officers Liability: Coverage: Non-Profit Directors and Officers Liability $2 million
occurrence /$2 million each aggregate. Coverage: Employment Practices Liability $2 million/Claim $2
million aggregate. Deductible $2,500.

* Criminal loss coverage (Employee related theft; computer and funds transfer fraud; depositors forgery or
alteration; credit, debit or charge card forgery, etc.) Limit of insurance: $500,000. Deductible $5,000.

» Cyber security/data breach response coverage of $1 million aggregate.

+ Foundation staff members are employed through Florida SouthWestern State College which provides
Human Resources oversight as well as mandatory and optional health and other benefits.

Investments held in trust/unearned revenue

Investments held in trust and an offsetting unearned revenue are recorded at fair value
at date of receipt. These investments generally consist of cash, equity securities, and
fixed income securities. Unearned revenue consists of sponsorships, contributions or
grants received by the Foundation with either time or eligibility requirements. The
Foundation recognizes revenue, and the unearned revenue liability is reduced after the
time restrictions have expired or the eligibility requirements have been met.

Operating income (loss)

The Foundation's operating income (loss) includes all revenues and expenses
associated with the Foundation's daily activities. Interest and dividends, net
(depreciation) appreciation and net realized gains/losses in investments are excluded
from operating income and classified as nonoperating revenues or expenses.
Contributions received for endowments or from State matching funds are also
excluded from operating income and are classified as capital additions.

Interfund due to/from

Interfund receivables and payables consist of amounts paid by one fund on behalf of
another and are reflected on the Statement of Financial Position by Account Type.
The amounts are short term in nature and are eliminated on the Statement of Net
Position.
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NOTE A - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, CONTINUED

Concentration of credit risk

During the year ended March 31, 2021, the Foundation maintained its cash at various
financial institutions in bank deposits which, at times, may have exceeded
federally-insured limits. The Foundation has not experienced any losses on such
accounts. The Foundation believes it is not exposed to any significant risk on cash.

Concentration of credit risk with respect to the unconditional promises to give
receivables relate to the number of contributors in Southwest Florida. The
Foundation does not anticipate credit losses related to the unconditional promises to
give in the near future.

Management of the Foundation believes the concentration of credit risk with respect
to the investments is mitigated by investing through a national investment manager in

widely traded mutual funds.

Use of estimates

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

Fair value of financial instruments

The carrying amounts of cash and cash equivalents, unconditional promises to give in
less than one year, and accounts payable approximate fair value because of the short
maturity of those financial instruments. Unconditional promises to give in excess of
one year are reflected at actual dollar amount stated in the written promise. The
carrying amounts (which are fair value) of long-term investments, including those held
in trust for others, are based on values provided by an external investment manager,

as traded and reported on a national market exchange.
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NOTE A - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, CONTINUED

Subsequent events

Subsequent events have been evaluated through July 6, 2021, which is the date the
basic financial statements were available to be issued.

NOTE B - CASH AND CASH EQUIVALENTS
Cash and cash equivalents of the Foundation were $1,011,737 at March 31, 2021.

The Foundation's policy allows deposits to be held in demand deposit and money
market accounts. Bank balances approximate market value.

Cash and cash equivalents (deposits) consist of the following at March 31, 2021:

Carrying Bank
Amount Balance
Unrestricted
Depository $ 141,955 $ 55,805
Money Market 869,782 1,186,863
Total $ 1,011,737 $ 1,242,668

Concentration of custodial credit risk

The Foundation maintains its cash and cash equivalents, including its depository and
money market accounts, in a financial institution. These assets are federally insured up
to $250,000 per financial institution through Federal Deposit Insurance Corporation
(FDIC) and/or the Securities Investor Protection Corporation (SIPC).

Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the Foundation's
deposits may not be returned to it. The Foundation does not have a deposit policy
for custodial credit risk as it does not believe its exposure is significant.
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NOTE B - CASH AND CASH EQUIVALENTS, CONTINUED

Deposits, continued

The Foundation's cash and money market accounts are categorized as follows at
March 31, 2021:

Bank Balance

Amount covered by Federal Depository Insurance $ 250,000
Amount uninsured and uncollateralized 992,668
$ 1,242,668

The Foundation has experienced no losses in the past due to custodial credit risk and
believes it is not exposed to significant custodial credit risk.

NOTE C - UNCONDITIONAL PROMISES TO GIVE, NET

At March 31, 2021, the Foundation had net unconditional promises to give of
$447,378 (net present value), of which $182,864 were current and $264,514

were net noncurrent assets. These amounts are deemed by management to be fully
collectible. Amounts, prior to discount, are expected to be collected as follows:

Years Ending March 31 Amount

2022 $ 182,864

2023 132,000

2024 122,000

2025 12,000

2026 7,000
Thereafter 6,063

$ 461927

Net unconditional promises to give at March 31, 2021, were as follows:

Amount
Receivable in less than one year $ 182,864
Receivable in one to five years 279,063
Total unconditional promises to give 461,927
Less unamortized discounts (net present value discount) (14,549)
Net unconditional promises to give $ 447,378

Long-term promises to give are recognized at fair value, using present value
techniques and a discount rate of 3.25%.

Management believes all amounts are fully collectible.
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NOTE D - SPONSORSHIP RECEIVABLES, NET

At March 31, 2021, the Foundation had net sponsorship receivables of $156,910

(net present value), of which $108,000 were current and $48,910 were net
noncurrent assets. These amounts are deemed by management to be fully collectible.
Noncurrent sponsorships are recognized at fair value using present value techniques
and a discount rate of 3.25%.

Years Ending March 31 Amount
2022 $ 108,000
2023 50,500
5158500

Net unconditional promises to give at March 31, 2021, were as follows:

Amount
Receivable in less than one year $ 108,000
Receivable in one to five years 50,500
Total sponsorship receivables 158,500
Less unamortized discounts (net present value discount) (1,590)
Net sponsorship receivables $ 156,910

Management believes all amounts to be fully collectible.

NOTE E - INVESTMENTS

All investments classified as "Investments " are recorded at quoted market value, level
(1) fair value measurements, except for the hedge funds which are level (2) as listed
on March 31, 2021. The Foundation's policy is to invest its assets in mutual funds,
which generally hold equities, fixed income investments, hedge funds, and cash. The
mutual fund target allocations are as follows:

Asset Classes Range
Equity 35% - 65%
Fixed Income 15% - 40%
Alternatives 0% - 30%

Hedge Funds
Private Equity
Real Estate
Hard Assets

Cash or Cash Equivalents 0% - 10%
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NOTE E - INVESTMENTS - CONTINUED

The asset allocation targets are long-term and provide for short-term divergences.

The following is a summary of investments held at March 31, 2021:

Carrying Market
Amount Value
Uninvested Cash $ 1,072,887 $ 1,072,887
Hedge Funds:
Core 350,062 350,062
Offshore 471,869 471,869
Private Equity 860,636 860,636
Exchange Traded Govt. Bonds - Fixed Income 3,992,377 3,992,377
Mutual Funds:
Equities 25,585,074 25,585,074
Fixed Income 17,181,016 17,181,016
$ 49,513,921 $ 49,513,921

The net investments of $49,513,921 are recorded on the Statement of Net Position and
include investments without donor restrictions of $4,065,180 and investments with donor
restrictions of $45,448,741.

For the year ended March 31, 2021, gross return (loss) on investments of $11,846,431
was 30.95% and 30.77% net of investment management fees of $116,016.

Custodial credit risk

For an investment, custodial credit risk is the risk that, in the event of the failure of the
counterparty, the Foundation will not be able to recover the value of its investment or
collateral securities that are in the possession of an outside party.

To minimize risk the Foundation utilizes the services of investment managers for its
investments. The investments held by these investment managers are uninsured and
unregistered, with securities held by the counterparty's trust department or agent in the
Foundation's name.

There were no losses during the period due to default by counterparties to investment
transactions.
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NOTE E - INVESTMENTS, CONTINUED

Interest rate risk

As a means of managing its exposure to fair-value losses arising from potentially
increasing interest rates, the Foundation has established a target for the duration of
its fixed income portfolio to be between 3 and 7 years.

As of March 31, 2021, the maturities of the Foundation's fixed income (mutual funds)
investments of $21,173,393 were available by percentage of its portfolio and are as

follows:
Percentage of

Investment Maturities Portfolio
0-3 yrs 9.7%
3-5yrs 11.8%
5-10 yrs 33.7%
More than 10 yrs 44.8%

Totals 100.09

The investments held by the Foundation are part of large mutual funds and are not
individual securities held by the Foundation. Therefore, disclosing actual maturities
by fixed income investment security is not possible.

Credit risk

The Foundation's investments are held as part of large mutual funds. Therefore, it is
not possible to isolate credit risk by actual security held, but rather by the mutual fund
in total.

It is the Foundation's policy that the investment grade portion of the fixed income
portfolio must be rated "BBB" or better or a comparable rating by Moody's or
Standard & Poor's rating services, respectively. The high-yield portion of the fixed
income portfolio will consist of below investment grade securities. There is no
bottom limit on the ratings of the high-yield portfolio.
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NOTE E - INVESTMENTS - SEI, CONTINUED

Credit risk, continued

At March 31, 2021, the Foundation's fixed income investments were rated as

follows:
% of
Rating Portfolio
Aaa 45.5%
Aa 4.7%
A 11.1%
BBB 17.6%
Below Investment Grade 21.1%
100.0%

Other policies

The Foundation assesses a management fee on all unrestricted and restricted
endowment funds for the purpose of funding the Foundation's operating budget. The
fee is 2.5% of investment funds held without donor restrictions and 2.5% of
investments held with donor restrictions (temporarily restricted expendable and
restricted nonexpendable endowment funds). The Foundation policy calls for 4% of
endowment fund to be spent for College programs and scholarships.

The Foundation's investment performance expectations include the achievement of
long-term investment results of an average annual real return of 6.5% above inflation

as measured by the Consumer Price Index (CPI).

Equity-type mutual funds investments

The Foundation invests in various equity-type mutual funds investments. Investments
are recorded at fair market value in accordance with the reporting requirements. All
such investments are subject to various market and economic risk factors as well as
the national and global economics and may lose value and/or principal. The
Foundation's investment policy allows for investment in equity securities between
35% and 65% of the total market value.
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Investments Held in Trust are offset by a liability (unearned revenue) until such time
as the restrictive conditions are met. Investments Held in Trust at March 31, 2021,
consist of the following:

CARRYING AMOUNT
Without Donor
Restriction Market Value
Cash and cash equivalents $ 2,497 $ 2,497
$ 2,497 $ 2,497

Cash and cash equivalents are at actual reconciled balances at March 31, 2021,
which is considered fair value.

In 2002, the Foundation established a pooled gift annuity for multiple donors.
Following the death of the annuitants, the remainder balance will be distributed in a
lump sum payment to the endowment fund of the Foundation. As such, no amounts
have been recorded to recognized revenue. The value of the investment at March
31,2021, was $2,497 and is recorded as Investments Held in Trust as both an

asset and an offsetting unearned revenue liability.

Real estate previously held by the Foundation in trust consisted of one (1) parcel of
land and home originally valued at $1,400,000 on which the donor had a life estate.
The donor had the right to live in the home until death. The Foundation then became
sole beneficiary. During the year ended March 31, 2020, the land was deeded to the
Foundation. The land was subsequently listed for sale. The land was recorded as
Property held for Sale at March 31, 2020, at the contracted sale price of $750,000.
The real estate was last appraised in April 2020. The property sold and settled on
August 28, 2020 for $697,226 net which was the sale price of $750,000 less

closing costs of $52,774.

Custodial credit risk

Custodial credit risk for cash and investments, is the risk that, in the event of the
failure of the counterparty, the Foundation will not be able to recover the value of its
investment or collateral securities that are in the possession of an outside party.
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NOTE F - INVESTMENTS HELD IN TRUST, CONTINUED

Custodial credit risk, continued

The Foundation uses the services of an investment manager for its Investments Held
in Trust (except for cash held by escrow agent and real estate). The investments held
by this investment manager are uninsured and unregistered, with securities held by the
counterparty's trust department or agent in the Foundation's name.

There were no losses during the period due to default by counterparties to investment
transactions in the Investments Held in Trust.

Interest rate risk

Investments held in trust at March 31, 2021 are in cash and cash equivalents.

As a means of managing its exposure to fair-value losses arising from increasing
interest rates, the Foundation has established a target for the duration of its fixed
income portfolio to be between 3 and 7 years.

Credit risk and concentration of credit risk are considered insignificant at March 31,
2021 due to use of cash and cash equivalent investment vehicles.
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The Foundation's investments are reported at fair market value in the accompanying
Statement of Net Position at March 31, 2021, as follows:

Fair Value Measurements at

Reporting Date Using:
Quoted Prices Quoted Prices
in Active in Active Significant
Markets for Markets for Unobservable
Carrying Identical Assets Similar Assets Inputs
Description Value Level (1) Level (2) Level (3)
Assets
Mutual funds - $ 42,766,090 $ 42,766,090 $ - 8 -
Exchange traded govt. bonds 3,992,377 3,992,377 - -
Alternative investments 1,682,567 - 1,682,567 -
Investments held in trust 2,497 2,497 - -
Total Assets $ 48,443,531 $ 46,760,964 § 1,682,567 $ -
Liabilities
Investments held in trust $ 2,497 (*) § 2497 § -3 -
Total Liabilities $ 2,497 $ 2,497 $ - 8 -

(*) The fair value of these liabilities is based on the composite of the investment

noted above.

As of March 31, 2010, the Foundation recorded Investment Held in Trust which
consisted of real estate held by the Foundation consisting of one (1) parcel of land
and home originally valued at $1,400,000 on which the donor had a life estate. On
January 24, 2020, this real estate was conveyed to the Foundation. An appraisal

was performed on April 16, 2020 resulting in an appraised value of $795,000.
The property was subsequently listed for sale on April 22, 2020 at a price of

$900,000. The Foundation accepted a contract at a price of $750,000. The
Foundation recorded the land as property held for sale at March 31, 2020 at

$750,000. The property was sold and settled on August 28, 2020 for $750,000

less closing costs of $52,774 which netted $697,226.
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Investments held in trust - Cash and cash equivalents are recorded at reconciled
balances at March 31, 2021. However, the cash and cash equivalents held in money
funds along with individual bonds held within a trust are classified as level (1).

Fair value measurements

FASB ASC 820-10-50-1 through 820-10-50-8 (formerly Financial Accounting
Standards Board Statement No. 157, " Fair Value Measurements") established a fair
value hierarchy that prioritizes the inputs to valuation techniques used to measure fair
value. This hierarchy consists of three broad levels: Level (1) inputs consist of
unadjusted quoted prices in active markets for identical assets and have the highest
priority, and Level (3) inputs have the lowest priority. The Foundation uses
appropriate valuation techniques based on the available inputs to measure the fair
value of its investments. When available, the Foundation measures fair value using
Level (1) inputs because they generally provide the most reliable evidence of fair
value.

In January 2010, the FASB issued ASU No. 2010-06, "Fair Value Measurements
and Disclosures (Topic 820): Improving Disclosures about Fair Value
Measurements". This update provided amendments that require new disclosures of
(a) transfers in and out of Levels 1 and 2 to include reasons for the transfers as well,
and (b) reconciliation for fair value measurements using significant, unobservable
inputs. Level (3) should be presented separately on a gross basis, rather than as one
net number. This update also provided amendments that clarify existing disclosures
such as the level of disaggregation for each class of assets and liabilities as well as
disclosures about inputs and valuation techniques. The Foundation does not believe
that the adoption of this update had a material impact on its financial statements.

Level (1) fair value measurements
The fair value of certain of the mutual funds is based on quoted net asset values in the
shares held by the Foundation at year end.

Level (2) fair value measurements

Level (2) classifications consist of commingled funds where detailed holdings were
available and the fair value of the funds could be determined based on market
prices.
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NOTE G - FAIR VALUE MEASUREMENTS, CONTINUED

Level (3) fair value measurements

The property held for sale was not actively traded and significant other observable
inputs are not available. The property was transferred to the Foundation from
investments held in trust and listed for sale on April 22, 2020 , the land was recorded
at a contract price of $750,000. The following table provides further details of the
Level 3 fair value measurements.

Fair Value Measurement Using Significant Unobservable Inputs (Level 3)

Investments Property
Held in Trust - Held for
Land Sale

Beginning balance,

April 1, 2020 $ 67,779 $ -
Additions - property held for sale - 750,000
Investments collected/sold (65,282) -
Adjustments - -
Sale of property - (750,000)
Change in market value - -

Ending balance,

March 31, 2021 $ 2497 * § -

* Level 1 investment for the year ended March 31, 2021 and Level 3 at March 31, 2020.

NOTE H - RELATED PARTY TRANSACTIONS

Foundation personnel are employed by the College. The Foundation reimburses the
College for the actual cost of these respective employees' salaries and the related
payroll taxes and benefits. During the year ended March 31, 2021, the College billed
the Foundation $485,961 including payables of $285,057. These expenses are
recorded in the accompanying Statement of Revenues, Expenses and Changes in Net
Position as part of management and general expenses.
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NOTE H - RELATED PARTY TRANSACTIONS, CONTINUED

The Foundation also paid the College $2,395,575 for scholarships and other
academic costs during the year ended March 31, 2021.

The Foundation's office space, phone, internet, furniture, and utilities are provided by
the College. The fair value of the office space of $35,341 has been recorded as
(in-kind) donated facilities income and rent expense in the accompanying Statement
of Revenues, Expenses and Changes in Net Position. No amounts have been
recorded for the other occupancy costs, as no objective basis to do so has been
determined.

NOTE I- CERTIFICATION OF UNMATCHED PRIVATE CONTRIBUTIONS

Due to economic factors and the resulting State budget constraints, the State of
Florida, Department of Education, has yet to fund the Foundation's annual request for
Dr. Philip Benjamin's matching program for community colleges (Program Challenge
Grant, CSFA #48.063) (Chapter 1011.85, Florida Statutes), for match of its private
contributions.

During the year ended March 31, 2012, section 1011.85 Florida Statute was
amended to suspend State matching funds for the Dr. Phillip Benjamin Matching
Program for donations received on or after June 30, 2011.

The following is a summary of the annual unfunded requests at June 29, 2011 (there
was no change from the prior year as there was no change in State funding):

Request for
Period: Amount
February 2, 2007 through February 1, 2008 $ 2,599,476
February 2, 2008 through February 1, 2009 3,654,070
February 2, 2009 through February 1, 2010 2,017,202
February 2, 2010 through February 1, 2011 1,286,901
February 2, 2011 through June 29, 2011 1,480,756

$ 11,038.405
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NOTE I- CERTIFICATION OF UNMATCHED PRIVATE CONTRIBUTIONS,
CONTINUED

These State match request amounts are not recorded as revenue or a receivable,
because it is unclear as to whether such a receivable is collectible. The College
certified the receipt of the contributions and submitted the requests per the State's
instruction in the event that funds become available. Additionally, per a State of
Florida, Department of Education representative, an "Auditor's Certification of
Accuracy" is not required for Dr. Philip Benjamin Matching Program Final
Certification of Private Contributions as of February 1, 2008, as of February 1,
2009, as of February 1, 2010, as of February 1, 2011, or as of June 29, 2011, since
State matching funds were not provided. Therefore, the "Auditor's Certification of
Accuracy" is not included and bound herein.

NOTE J - ENDOWMENT

The Foundation's endowment consists of approximately 300 individual funds
established for a variety of purposes. Its endowment includes both donor-restricted
endowment funds and funds designated by the Board of Directors to function as
endowments. As required by GAAP, net assets associated with endowment funds,
including funds designated by the Board of Directors to function as endowments, are
classified and reported based on the existence or absence of donor-imposed
restrictions.

Net assets with donor restrictions, temporarily and permanently restricted, at March
31, 2021 are available for scholarships and academic chairs. Such permanently
restricted net assets at March 31, 2021, contain donor-restrictions that require the
donated assets remain in perpetuity, and the Foundation does not have the right to the
original principal.

Interpretation of relevant law

The Board of Directors of the Foundation has interpreted the Florida Uniform
Prudent Management of Institutional Funds Act (FUPMIFA) as requiring the
Foundation to manage the investment process in a prudent manner with regard to
preserving principal while providing reasonable returns. As a result of this
interpretation, the Foundation classifies as permanently restricted net assets (1) the
original value of gifts donated to the permanent endowment, (2) the original value of
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NOTE J - ENDOWMENT, CONTINUED

Interpretation of relevant law, continued

subsequent gifts to the permanent endowment, (3) accumulations to the permanent
endowment made in accordance with the direction of the applicable donor gift
instrument at the time the accumulation is added to the fund, and (4) the portion of
investment return added to the permanent endowment to maintain purchasing power.
If the endowment assets earn investment returns beyond the amount necessary to
maintain the endowment assets' real value, that excess is available for appropriation
and, therefore, classified as temporarily restricted net assets until appropriated by the
Board for expenditure. In accordance with FUPMIFA, the Foundation considers the
following factors in making a determination to appropriate or accumulate
donor-restricted endowment funds:

The duration and preservation of the endowment fund.

The purposes of the institution and the endowment fund.

General economic conditions.

The possible effect of inflation or deflation.

The expected total return from income and the appreciation of investments.
Other resources of the institution.

The investment policy of the institution.

Nk L=

Endowment Investment Composition by Type of Fund as of March 31, 2021:

Without
Donor
Restriction With Donor Restrictions
Temporarily Permanently
Unrestricted Restricted Restricted Total
Board-designated
endowment funds $ 4,065,180 $ - 8 - $ 4,065,180
Donor-restricted
endowment funds - 25,834,384 19,614,357 45,448,741

Total Funds $ 4,065,180 $§ 25,834,384 § 19,614,357 $ 49,513,921
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NOTE J - ENDOWMENT, CONTINUED

Interpretation of relevant law, continued

Changes in Endowment Investments for the Year Ended March 31, 2021:

Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment investments,

beginning of year $ 3,134,573 $§ 16,903,953 $ 19,597,407 $ 39,635,933
Investment return:

Interest earnings 69,569 1,049,685 - 1,119,254

Net unrealized gain (loss) 314,565 3,798,781 - 4,113,346

Net realized gain (loss) 411,167 6,201,770 - 6,612,937
Total investment return 795,301 11,050,236 - 11,845,537
Contributions, received 526,043 54,860 10,950 591,853
Appropriation of

endowment assets for

expenditure (397,280) (2,513,896) - (2,911,176)
Other changes 12,543 339,231 - 351,774
Transfers to reclassify

endowment funds* (6,000) - 6,000 -
Endowment investments,

end of year $ 4,065,180 $ 25834384 $ 19,614,357 $ 49,513,921

*Due to implementation of ASU 2016-14 and other factors.

Funds with deficiencies

From time to time, the fair value of assets associated with individual donor-restricted
endowment funds may fall below the level that the donor or FUPMIFA requires the
Foundation to retain the fund in perpetual duration. Deficiencies may result from
unfavorable market fluctuations that occur after the investment of new permanently
restricted contributions and continued appropriation for certain programs that is
deemed prudent by the Board of Directors. There was no such deficiency, in
aggregate, as of March 31, 2021.
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NOTE J - ENDOWMENT, CONTINUED

Spending policy and how the investment objectives relate to spending policy

The amount to be distributed (spent) from the Foundation assets is reviewed annually
by the Executive Committee and appropriate recommendations are made to the

Board then approved by the Board. It is expected that the annual amount to be
distributed from Foundation-invested assets will be at or between 4 percent and 5
percent of a three-year rolling average of year-end market values (for the year ended
March 31, 2021, the Board elected a 4% distribution rate). The annual administrative
fee, with a long-term spending rate determined by the Finance Committee, is also
calculated on a three-year rolling average of year-end market values of the Fund. In
establishing this policy, the Foundation considered long-term expected return on its
endowment. For the long-term, the primary investment objective for the Fund is to
earn a total return, net of fees and within prudent levels of risk, which is sufficient to
maintain, in real terms, the purchasing power of the Fund's assets and support the
defined spending policy. Specifically, in compliance with FUPMIFA, unless otherwise
specified or implied by a gift agreement or other document, at no time will spending
invade the principal of endowed funds. This is consistent with the Foundation's
objective to maintain the purchasing power of the endowment assets held in perpetuity
or for a specified term as well as to provide additional real growth through new gifts
and investment return.

NOTE K - LIQUIDITY

Financial assets available within one year of March 31, 2021 consisted of the following:

Amount
Cash and cash equivalents $ 1,011,737
Investments without donor restrictions 4,065,180
Sponsorship receivables, current 108,000
Promises to give, current 182,864

5,367,781
Less: Current Liabilities (453,353)
Less: Restricted promises to give (25,000)

Financial assets available to meet general
expenditures over the next twelve months $ 4,889,428
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NOTE K - LIQUIDITY, CONTINUED

The Foundation's goal is generally to maintain financial assets to meet one (1) year of
unrestricted operating expenses (approximately $1,000,000). As part of its liquidity
plan, excess cash is invested in short-term investments, including money market
accounts and mutual funds.
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With Donor Restrictions
Without Donor Temporarily Permanetly
Restrictions Restricted Restricted Elimination Total
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 1,011,737  $ -3 - 8 - $ 1,011,737
Due from perm restricted fund 6,000 - - (6,000) -
Due from other funds - ASU 2016-14 547,553 - - (547,553) -
Sponsorship receivables, current 108,000 - - - 108,000
Unconditional promises to give, current 157,864 25,000 - - 182,864
Prepaid Expense 18,817 - - - 18,817
Total current assets 1,849,971 25,000 - (553,553) 1,321,418
NONCURRENT ASSETS
Investments without donor restrictions 4,065,180 - - - 4,065,180
Investments - with donor restrictions - 25,834,384 19,614,357 - 45,448,741
Sponsorship receivables, noncurrent, net 48,910 - - - 48,910
Unconditional promises to give, noncurrent, net 223,797 40,717 - - 264,514
Gifts In Kind 65,368 - - - 65,368
Investments held in trust 1,724 773 - - 2,497
Total noncurrent assets 4,404,979 25,875,874 19,614,357 - 49,895,210
TOTAL ASSETS $ 6,254,950 § 25,900,874 $ 19,614,357 § (553,553) $ 51,216,628
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable $ 294853 § - 8 - 8 -3 294,853
Due to unrestricted fund - - 6,000 (6,000) -
Due to other funds - ASU 2016-14 - - 547,553 (547,553) -
Unearned revenue 158,500 - - - 158,500
Total current liabilities 453,353 - 553,553 (553,553) 453,353
NONCURRENT LIABILITIES
Investments held in trust (unearned revenue) 1,724 773 - - 2,497
Total noncurrent liabilities 1,724 773 - - 2,497
TOTAL LIABILITIES 455,077 773 553,553 (553,553) 455,850
NET ASSETS
Net investment in capital assets - - - - -
With donor restrictions
Temporarily restricted - 25,900,101 - - 25,900,101
Permanently restricted - - 19,060,804 - 19,060,804
Without donor restrictions 5,799,873 - - - 5,799,873
TOTAL NET ASSETS 5,799,873 25,900,101 19,060,804 - 50,760,778

TOTAL LIABILITIES AND NET ASSETS  $ 6,254,950 § 25,900,874 $§ 19,614,357 § (553,553) § 51,216,628

The accompanying footnotes are an integral part of this statement.
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With Donor Restrictions

Without Donor Temporarily Permanently
Restrictions Restricted Restricted Total
REVENUES AND SUPPORT
Contributions, gifts and other revenues $ 522282 $ 83,231 § 10,950 $ 616,463
Dividend and interest income 70,463 1,049,685 - 1,120,148
Net unrealized gain (loss) on investments 314,565 3,798,781 - 4,113,346
Net realized gain (loss) on sale of investments 411,167 6,201,770 - 6,612,937
Loss on sale of land (26,687) (26,087) - (52,774)
In-Kind donations/facilities 123,662 - - 123,662
1,415,452 11,107,380 10,950 12,533,782
NET ASSETS RELEASED
FROM RESTRICTIONS 243,228 (243,228) - -
TOTAL REVENUES AND SUPPORT 1,658,680 10,864,152 10,950 12,533,782
EXPENSES
Academic 53,200 209,035 - 262,235
Student-related scholarships 1,020,248 1,339,879 - 2,360,127
Faculty and institution-related 29,464 - - 29,464
Management and general 706,525 - - 706,525
Fundraising and donor-related 45,402 - - 45,402
TOTAL EXPENSES 1,854,839 1,548,914 - 3,403,753
INCREASE (DECREASE) IN NET ASSETS (196,159) 9,315,238 10,950 9,130,029
NET ASSETS, BEGINNING OF YEAR 5,996,032 16,584,863 19,049,854 41,630,749
NET ASSETS, END OF YEAR $ 5799873 $ 25900,101 § 19,060,804 $ 50,760,778

The accompanying footnotes are an integral part of this statement.
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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 BASIC
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Directors

Florida SouthWestern State College Foundation, Inc.
8099 College Parkway, SW

Fort Myers, FL 33919

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States of America, the basic financial
statements which comprise the statement of net position as of March 31, 2021 and the related
statements of revenue, expenses and changes in net position, statement of functional expenses and
cash flows of Florida SouthWestern State College Foundation, Inc. (the "Foundation") for the
year ended March 31, 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 and have
issued our report thereon dated July 6, 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.

INTEGRITY ......... SERVICE ......... EXPERIENCE
12621 World Plaza Lane, Building 55 ¢ Fort Myers, FL 33907 « Phone: (239) 333-2090 ¢ Fax: (239) 333-2097
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A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that
there is a reasonable possibility that a material misstatement of the Florida SouthWestern State
College Foundation, Inc.'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
deficiencies may exist that were not identified. We did, however, identify certain deficiencies in
internal control, described in the accompanying Independent Auditor's Report to Management,
identified as comments 2020-01 and 2020-03, that we consider to be a material weaknesses.

We also noted certain other matters that we have reported in our Independent Auditor's Report to
Management dated July 6, 2021.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Florida SouthWestern State College
Foundation, Inc.'s basic financial statements are free from material misstatement, we performed
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements,
noncompliance with which could have a direct and material effect on the determination of basic
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 Standards.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing 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.

W%Z’Mﬂ%/}"g'

TUSCAN & COMPANY, P.A.
Fort Myers, Florida
July 6, 2021
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INDEPENDENT AUDITOR'S REPORT TO MANAGEMENT

Board of Directors

Florida SouthWestern State College Foundation, Inc.
8909 College Parkway, SW

Fort Myers, FL 33919

In planning and performing our audit of the financial statements of Florida SouthWestern State
College Foundation, Inc. (the "Foundation") as of and for the year ended March 31, 2021, we
considered Florida SouthWestern State College Foundation, Inc.'s internal control over financial
reporting (internal control) as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion
of the effectiveness of the Foundation's internal control. Accordingly, we do not express an
opinion on the effectiveness of the Foundation's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the Foundation’s financial statements will not be prevented, or detected
and corrected, on a timely basis.

Our consideration of internal control was for the limited purpose described in the first paragraph
and was not designed to identify all deficiencies in internal control that might be material
weaknesses. Given these limitations, during our audit we did identify two (2) deficiencies in internal
control that we consider to be material weaknesses see comments 2020-01 and 2020-03 in our
Independent Auditor's Report to Management. Other material weaknesses may exist that have

not been identified.

In connection with our audit, we are submitting the following comments and recommendations in
accordance with Government Auditing Standards, and Chapter 10.700 "Rules of the Auditor
General". We are, therefore, submitting for your review and consideration, items noted during the
audit and recommendations designed to help the Foundation make improvements and achieve

INTEGRITY ......... SERVICE ......... EXPERIENCE
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operational efficiencies. Our comments reflect our desire to be of continuing assistance to Florida
SouthWestern State College Foundation, Inc.

PRIOR YEAR COMMENTS THAT CONTINUE TO APPLY:

2020-01  Trial Balance Should Be Fully Reconciled on a Routine Basis

Condition: The initial trial balance, provided by the Foundation, for the audit
contained incorrect balances for cash, unconditional promises to give receivables and
related discount, property held for sale, investments held in trust, in-kind revenue and
expense, interfund revenue and restricted vs. unrestricted investments. As such, we
consider this condition to be a material weakness in the internal control over the
accounting and reporting systems.

Questioned Costs: None

Criteria: Accurate interim and annual financial information should be prepared in
accordance with Generally Accepted Accounting Principles (GAAP).

Context: Significant adjustments to the account balances as of and for the year

ended March 31, 2020 were proposed during the audit of the financial statements.

The initial trial balance provided for the audit contained incorrect balances as noted in
"condition."

Cause: The Foundation has experienced significant turnover in accounting personnel
in the past several years. The frequency of turnover has created a lack of consistency
of historical knowledge and resulted in the inability to provide adequate training and

mentoring of the succeeding fiscal personnel.

Effect: These adjustments caused the audit process to be more time consuming and,
therefore, delayed. Additionally, the financial information provided to stakeholders
during the fiscal year ended March 31, 2020 did not accurately reflect the
Foundation’s financial position as significant adjustments were proposed during the
audit process.

Recommendation: We recommend that the Foundation maintain their financial
statements timely on the full accrual basis in accordance with Generally Accepted
Accounting Principles (GAAP). We recommend the Foundation enhance their
accounting resources so that timely and accurate financial statements and the related
reconciliations can be performed. We also recommend that the Foundation improve
and enhance their accounting procedures and review process to ensure all account
balances are properly reported.
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Addendum 2021: For fiscal year ended March 31, 2021, the trial balance,
provided by the Foundation, for the audit contained unreconciled balances for cash,
unconditional promises to give receivables and related discount, and restricted vs.
unrestricted investments. As such, we consider this condition to be a material
weakness in the internal control over the accounting and reporting systems. Our
recommendation is stated above.

2020-03 Review and Reconciliation of Endowment Funds Should Be Performed
Routinely

Condition: The initial trial balance, provided by the Foundation, for the audit
contained incorrect balances for investments and the related investment income
accounts. As such, we consider this condition to be a material weakness in the
internal control over the accounting and reporting systems.

Questioned Costs: None

Criteria: Accurate interim and annual financial information should be prepared in
accordance with Generally Accepted Accounting Principles (GAAP).

Context: Significant adjustments to these account balances as of and for the year
ended March 31, 2020 and 2021 were proposed during the audit of the financial
statements. The initial investment account balances and related reconciliations
provided for the audit contained incorrect balances as noted in "condition." In
addition, the reconciliation process did not include a significant investment account
and the reconciliation process was not designed properly.

Cause: The Foundation has experienced significant turnover in accounting personnel
in the past several years. The frequency of turnover has created a lack of consistency
of historical knowledge and resulted in the inability to provide adequate training and

mentoring of the succeeding fiscal personnel.

Effect: These adjustments caused the audit process to be more time consuming and,
therefore, delayed. Additionally, the financial information provided to stakeholders

during the fiscal year ended March 31, 2020 and 2021 did not accurately reflect the

Foundation’s financial position as significant adjustments were proposed during the
audit process.
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Recommendation: We recommend that the Foundation maintain their financial
statements timely on the full accrual basis in accordance with Generally Accepted
Accounting Principles (GAAP). We recommend that the Foundation improve and
enhance their accounting procedures, reconciliation and review process to ensure all
account balances are properly reported.

CURRENT YEAR COMMENTS:

2021-01

2021-02

Investment Income Increased Dramatically

During the year ended March 31, 2021, the investment income increased dramatically.
The investment income increase is substantially due to the US and world economy
rebounding from the initial downturn caused by the effects of COVID. The prior

year investment balances and returns were significantly down due to the initial
COVID closures in March 2020, which was considered the height of the COVID
effect.

Auditors are responsible to look at the reasonableness of the financial activity related
to the entity under audit. As such, a stated rate of return of approximately 30%
would not be routinely considered reasonable unless excess investment risk was
involved. In this case the rate of return is significantly up due to the effects of
COVID.

We, however, recommend the Board and investment committee consult with their
contracted investment advisor and document such discussion to ensure investment
risk factors have not changed in the post COVID economy. Consideration should be
given to whether the investment policy should be updated.

Review and Update Wire Transfer Policy

During the fiscal year ended March 31, 2021, we performed procedures on transfers
from investment and bank accounts. It was noted there were inconsistencies between
the Foundation and the investment advisor on the process of wire transfers and/or
transfers from accounts. It was also noted that significant wire transfers were actually
written paper check from the investment account.

We recommend the Foundation have a formal written policy for wire transfers and
proper approval process of these transfers. The policy should include "live"
approvals for disbursements from the CEO and/or COO directly to the financial
institution to ensure proper internal control. No disbursement authorization should be
permitted by the accounting staff. Rather both parties must be involved.
Disbursements initiated by staff and authorized "live" by the CEO and/or COO. All
such transfers should be documented in writing.
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This report is intended solely for the information and use of the Board of Directors, management,
the Auditor General of the State of Florida, and other Federal and State agencies. This report is
not intended to be, and should not be, used by anyone other than these specified parties.

TUSCAN & COMPANY, P.A.
Fort Myers, Florida
July 6, 2021
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August 5, 2021

Auditor General’s Office

Local Government Audits/342
Claude Pepper Building, Room 401
111 West Madison Street
Tallahassee, FL 32399-1450

We are providing this letter in connection with the audit of Florida SouthWestern State College
Foundation, Inc. for the fiscal year ended March 31, 2021.

The Independent Auditor’s Report to Management noted four findings. The Foundation’s response to
those findings are as follows:

2020-01: The Foundations fiscal personnel has worked with prior Foundation fiscal personnel to gain
more historical knowledge of the Foundations accounting procedures. That point of contact still remains
available if the need presents itself in the future. The Finance staff has also set up monthly audit/finance
meetings with the executive director and COO to discuss accounting procedures. Management has hired
a consultant from HBK to come onsite for a 3-day period (8/17/2021 to 8/19/2021) in order to assist in
rectifying this issue, and a new controller was hired and starts employment on 8/12/2021.

2020-03: The Foundation’s controller and executive director will review the reconciliation of the
endowed funds on a monthly basis. This reconciliation will contain the signatures of the Controller and
Executive Director to signify that the review process occurred. During the end of March 2020 and
beginning of April 2020, the Foundation switched Investment Advisors and switched the Endowed
banking activity from Wells Fargo to Charles Schwab. The Controller of the Foundation has worked with
the new Investment advising firm, CapTrust, to gain the knowledge needed to accurately record the
interest income, realized gains and losses, and the change in Market Value. Once those are recorded on
a monthly basis, the review of all the endowment activity will take place. We will also ask the HBK
consultant to review our related policies and make recommendations, if necessary, to strengthen them.

2021-01: The Foundation saw a dramatic upswing in investment income largely due to the timing of the
COVID Pandemic. A significant loss in the investment balances at the end of Fiscal Year 2020, coupled
with a strong performing market since then, led to an approximate rate of return near 30%. The
Investment Committee has been working more closely with the Foundation Staff and Investment
Advisors to ensure that the risk factors have not changed in the post COVID economy. The Foundation
and Investment Committee updated the Investment Policy Statement on February 23, 2021 and will also
review on an annual basis to make sure that the strategic asset allocation guidelines are being met and
staying within the proper allocation range.

2021-02: The Foundation changed investment advisors at the beginning of the fiscal year to CapTrust
and was not able to complete the form needed to have funds electronically transferred to the correct
account. Instead, CapTrust would send a paper check for the quarterly disbursement amount to the
Foundation. This is not the normal procedure and the following steps are being taken to return to wire



distribution. The new controller of the Foundation will create a formal written policy for wire transfers
and proper approval process for all transfers. The new controller will also obtain the Schwab MoneyLink
Electronic Funds Transfer Form from the Investment Advisors to make sure the quarterly disbursement
is wired to the Foundation instead of a paper check. Once the proper signatures are obtained from the
executive director, COO, and president of FSW State College, there will now be “live” communication by
executive director or chief operations officer via email or phone to CapTrust or financial institution.

To recap, management has made a change in personnel in the financial and accounting leadership
position, and has hired an HBK consultant to come in a and review all accounting policies and
procedures in an effort to address the material weaknesses, and the accounting and finance functions,
in general.

If you have any questions or need additional information, please feel free to contact me at 239-432-
6789.

Sincerely,

Keith Callaghan
Executive Director, FSW Foundation

cc: Tuscan & Company, P.A.
Certified Public Accountant/Consultants
12621 World Plaza Lane, Bldg 55
Fort Myers, FL 33907





