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Report of Independent Auditors

The Board of Directors
The Foundation for Santa Barbara City College

Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of the Foundation for Santa Barbara City
College (the Foundation), which comprise the consolidated statement of financial position as of
June 30, 2025, and the related consolidated statements of activities and changes in net assets,
functional expenses, and cash flows for the year then ended, and the related notes to the
consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of the Foundation as of June 30, 2025, and the changes in their net
assets and their cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS). Our responsibilities under those standards are further described in the
Auditor’'s Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of the Foundation and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Emphasis of a Matter — Correction of a Misstatement in a Previously Issued Consolidated
Financial Statements

As discussed in Note 2 to the consolidated financial statements, the consolidated financial statements
as of and for the year ended June 30, 2024, have been restated to correct certain net assets without
and with donor restrictions. Our opinion is not modified with respect to this matter.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Foundation’s
ability to continue as a going concern for one year after the date that the financial statements are
available to be issued.

Baker Tilly Advisory Group, LP and Baker Tilly US, LLP, trading as Baker Tilly, are members of the global network of Baker Tilly

International Ltd., the members of which are separate and independent legal entities. Baker Tilly US, LLP is a licensed CPA firm that

provides assurance services to its clients. Baker Tilly Advisory Group, LP and its subsidiary entities provide tax and consulting services
to their clients and are not licensed CPA firms.
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance
but is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance
with GAAS always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS, we
Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

Obtain an understanding of internal control relevant to the audit 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, no such opinion is
expressed.

Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Foundation’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings and certain internal
control-related matters that we identified during the audit.



Other Matters
Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The accompanying statements of financial position and activities by entity is
presented for purposes of additional analysis and is not a required part of the consolidated financial
statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the consolidated financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
consolidated financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare
the consolidated financial statements or to the consolidated financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the information is fairly stated in all material respects in relation to
the consolidated financial statements as a whole.

Lo //J? Us, L27
Los Angeles, California
January 8, 2026
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The Foundation for Santa Barbara City College
Consolidated Statement of Financial Position

As of June 30, 2025

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Short-term investments
Accounts receivable
Pledges and grants receivable, net
Bequests receivable
Prepaid expenses

Total current assets

NONCURRENT ASSETS
Pledges and grants receivable, net of current
Long-term investments
Assets held in FCCC-Osher
Office equipment, net
Assets held in charitable remainder trusts
Assets of pooled income fund
Contributions receivable from
remainder trusts

Total noncurrent assets

Total assets

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable and accrued liabilities
Scholarships payable

Total current liabilities

NONCURRENT LIABILITIES
Liability under unitrust agreements
Discount for future interest — pooled
income funds

Total noncurrent liabilities
Total liabilities

NET ASSETS
Without donor restrictions
With donor restrictions

Total net assets

Total liabilities and net assets

See accompanying notes.

$ 1,374,685
7,587,048
65,066
446,913

3,405

34,257

9,511,374

472,971
88,922,559
1,037,552
14,072
1,424,900
46,865

2,576,277

94,495,196

$ 104,006,570

$ 1,515,803
3,169,685

4,685,488

486,704

2,550

489,254

5,174,742

12,821,269
86,010,559

98,831,828

$ 104,006,570
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The Foundation for Santa Barbara City College
Consolidated Statement of Activities and Changes in Net Assets (As Restated)
For the Year Ended June 30, 2025

Without Donor With Donor
Restrictions Restrictions Total
REVENUE, GAINS, AND OTHER SUPPORT
Contributions of cash and bequests $ 1,044,165 $ 1,585,190 $ 2,629,355
Investment income, net 1,330,890 8,815,592 10,146,482
Other income 337,360 6,424 343,784
Rental income - 288,000 288,000
Change in value of split-interest agreements - 327,646 327,646
Net assets released from restriction 3,902,800 (3,902,800) -
Total revenue, gains, and other support 6,615,215 7,120,052 13,735,267
EXPENSES
College programs and other
designated disbursements 2,490,457 - 2,490,457
SBCC promise 1,399,978 - 1,399,978
Fundraising 952,391 - 952,391
General and administrative 1,208,619 - 1,208,619
Total expenses 6,051,445 - 6,051,445
CHANGE IN NET ASSETS 563,770 7,120,052 7,683,822
NET ASSETS, beginning of year (as restated) 12,257,499 78,890,507 91,148,006
NET ASSETS, end of year $ 12,821,269 $ 86,010,559 $ 98,831,828

See accompanying notes.
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The Foundation for Santa Barbara City College
Consolidated Statement of Functional Expenses
For the Year Ended June 30, 2025

Program SBCC Management
Services Promise and General Fundraising Total

Grants to SBCC $ 1,945,116 $ - $ - $ - $ 1,945,116
SBCC promise program expenses - 1,399,978 - - 1,399,978
Salaries and wages 414,912 - 656,541 485,947 1,557,400
Employee benefits 82,547 - 130,619 96,679 309,845
Donor cultivation - - - 249,991 249,991
Advertising and promotions - - - 79,873 79,873
Payroll taxes 31,769 - 50,270 37,208 119,247
Information technology - - 95,056 - 95,056
Professional fees - - 161,344 - 161,344
Conferences, meetings, and travel - - 14,548 - 14,548
Dues, subscriptions, and memberships - - 19,193 - 19,193
Office expenses - - 30,393 2,693 33,086
Other expenses 16,113 - 592 - 16,705
Insurance - - 35,999 - 35,999
Printing and postage - - 1,612 - 1,612
Equipment rental and maintenance - - 2,405 - 2,405

Subtotal 2,490,457 1,399,978 1,198,572 952,391 6,041,398
Depreciation and amortization - - 10,047 - 10,047

Total expenses $ 2,490,457 $ 1,399,978 $ 1,208,619 $ 952,391 $ 6,051,445

See accompanying notes.
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The Foundation for Santa Barbara City College
Consolidated Statement of Cash Flows
For the Year Ended June 30, 2025

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets to net cash
used in operating activities
Depreciation and amortization
Gain on investments
Increase in pledges, bequests, grants, accounts
receivable, and prepaid expenses
Decrease in split-interest agreements
Decrease in accounts payable and
accrued liabilities and scholarships payable
Increase in liability under split-interest agreements

Net cash from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of office equipment
Proceeds from sale of investments
Purchase of investments
Net cash from investing activities
CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, beginning of year

CASH AND CASH EQUIVALENTS, end of year

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Noncash transactions consisted of the following
In-kind contributions to the Foundation of rents by
Santa Barbara City College

In-kind services provided by the Foundation to
Santa Barbara City College

See accompanying notes.

$ 7,683,822
10,047
(10,146,482)

422,209
(392,283)

(636,022)
9,069

(3,049,640)

(3,309)
(7,672,854)
11,186,338

3,510,175

460,535

914,150

$ 1,374,685

$ 60,000

$ 545,341
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The Foundation for Santa Barbara City College
Notes to Consolidated Financial Statements

Note 1 — Nature of Activities

The Foundation for Santa Barbara City College (the Foundation) has provided Santa Barbara City
College (SBCC) with private philanthropic support since 1976, serving as the vehicle through which
individuals and organizations may invest in the college and its students. The Foundation was formed for
the purpose of inspiring, securing, and managing voluntary private gifts, trusts, and bequests for the
benefit of SBCC and its students. The Foundation also secures grants from public sources as
appropriate.

The Foundation fuels the excellence of SBCC by engaging the community, building relationships, and
inviting the generosity of donors. The resources raised and managed by the Foundation enrich the
college programs, remove barriers, and empower students to succeed.

As an independent 501(c)(3) nonprofit organization and partner to SBCC, the Foundation awards more
than $5 million annually for student success programs, scholarships, book grants, emergency funds, and
other critical needs of the college. For more than four decades, the resources raised and managed by the
Foundation have supported SBCC students as they prepare for careers, transfer to four-year universities,
and pursue lifelong learning goals.

In 2016, the Foundation launched the SBCC Promise, an ambitious new effort to make the community’s
college accessible and affordable to all local students who have recently completed their secondary
education within the SBCC district. The SBCC Promise is revolutionary in that it is comprehensive (covers
all required fees, books, and supplies), robust (covers two full years), and open access (not restricted
based on past academic performance). It is entirely funded by private donations. Eligibility is determined
by a student’s high school location or residency, year of graduation, and commitment to the SBCC
Promise eligibility requirements (details at sbccpromise.org).

In June 2023, the Foundation established 525 Anacapa LLC (a disregarded entity for tax purposes) to
own, manage and lease to SBCC, for educational and charitable purposes, the property located at

525 Anacapa Street, Santa Barbara, California. Title to property was transferred as of June 5, 2023. For
the year ended June 30, 2025, its activities are consolidated with the Foundation.

Note 2 — Summary of Significant Accounting Policies

Basis of accounting — The financial statements of the Foundation have been prepared on the accrual
basis of accounting. The significant accounting policies are described below to enhance the usefulness of
the financial statements to the reader.




The Foundation for Santa Barbara City College
Notes to Consolidated Financial Statements

Restatement of financial results — Subsequent to the original issuance of the June 30, 2024
consolidated financial statements, the Foundation identified certain accounting errors in those previously
issued consolidated financial statements resulting from a) the misclassification of net assets with and
without donor restrictions related to the Promise program, which caused an overstatement of net assets
without donor restrictions, and b) the misclassification of net assets released from donor restrictions,
which caused an understatement of net assets without donor restrictions. The net impact of these errors
was an overstatement of net assets without donor restrictions of approximately $5,045,000 in the
previously issued report dated November 13, 2024. The overstatement amount should have been
classified as net assets with donor restrictions. The Foundation believes substantial corrective procedures
have been implemented to guard against similar misclassifications and misstatements in the future.

The following sets forth previously reported and restated amounts of selected items within the
consolidated financial statements as of and for the year ended June 30, 2024

As Previously

Reported Restatement As Restated
Selected consolidated statement of activities
and changes in net assets data as of June 30, 2024
Net assets without donor restrictions $ 17,302,432 $ (5,044,933) $ 12,257,499
Net assets with donor restrictions 73,845,574 5,044,933 78,890,507
Total net assets $ 91,148,006 $ - $ 91,148,006

Description of net assets — The Foundation reports information regarding its financial position and
activities in two classes of net assets—with donor restrictions and without donor restrictions—based on
the existence or absence of donor-imposed restrictions.

Without donor restrictions — Net assets without donor restrictions represent net assets that are not subject
to donor-imposed time or use restrictions. Net assets without donor restrictions include board-designated
funds.

With donor restrictions — Net assets with donor restrictions represent net assets that are subject to
donor-imposed time or use restrictions. Net assets with donor restrictions generally include contributions
and bequests receivable and planned gifts. Earnings on net assets with donor restrictions are reported as
an increase in net assets with donor restrictions. Earnings on donor-restricted endowment funds that
have not yet been appropriated are also classified as net assets with donor restrictions.

When a restriction expires, net assets with donor restrictions are reclassified to net assets without donor
restrictions and reported in the consolidated statement of activities and changes in net assets as net
assets released from restrictions. Net assets with donor restrictions include perpetual income trusts for
which the related income is reported as contributions without donor restrictions when received on the
consolidated statement of activities and changes in net assets. The change in value of the underlying
assets is recorded as an unrealized gain or loss in net assets with donor restrictions on the consolidated
statement of activities and changes in net assets. Net assets with donor restrictions also consist of those
donor-restricted endowments held by the Foundation as defined under the Uniform Prudent Management
of Institutional Funds Act (UPMIFA).
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The Foundation for Santa Barbara City College
Notes to Consolidated Financial Statements

Use of estimates — The preparation of financial statements in conformity with United States generally
accepted accounting principles (GAAP) requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities, the 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.

Revenue recognition — Unconditional promises to give cash and investment securities are reported at

fair value at the date the promise is received. Conditional contributions are recognized as revenue when
the conditions on which they depend have been met. Current gifts of cash, securities, and real property

are recognized at fair value when they are received.

Cash and cash equivalents — All highly liquid investments with a maturity of three months or less at the
date of purchase are considered cash equivalents. Amounts held as investments are not considered cash
or cash equivalents for the purpose of the consolidated statement of cash flows.

Investments — The Foundation records investments in debt and equity securities with readily
determinable market values at fair value. The investments in hedge funds, partnerships, and private
equity, for which quoted market prices are not readily available, are determined by management in good
faith with the assistance of third-party investment managers using methods they consider appropriate.
The Foundation defines real assets as investments in real estate and other commodities. Realized and
unrealized gains and losses are included in the change in net assets, net of investment expenses.

Accounts receivable — The Foundation measures expected credit losses for accounts receivable using
the aging method whereby expected credit losses are determined on the basis of how long a receivable
has been outstanding.

The Foundation concluded that minimal reserves were necessary as historical losses were immaterial,
and, based on the qualitative and quantitative analysis performed in accordance with Accounting
Standards Codification (ASC) Topic 326 requirements, the Foundation determined there was no
reasonable expectation of significant credit losses associated with the Foundation’s accounts receivable
in the foreseeable future.

Bequests receivable — Unconditional bequests are recorded at their estimated fair value when all events
required for the transfer of the assets from the estate of the donor to the Foundation have occurred and
the court has issued an order to transfer the assets.

Pledges and grants receivable — Pledges and grants receivable are unconditional promises to give that
are recognized as contributions when the promise is received. Pledges and grants receivable that are
expected to be collected in more than one year are reported at net realizable value after discounting at
various rates based on the date of the gift. Net realizable value is computed using a present value
technique applied to anticipated cash flows. The Foundation estimates its allowance for uncollectible
pledges is 3.79% of outstanding pledges and grant receivable as of June 30, 2025.

Lease accounting — In accordance to ASC 842, Leases, lessees recognize a lease liability and a
right-of-use (ROU) asset for all leases, including operating leases, with an expected term greater than 12
months on its consolidated statement of financial position. The Foundation did not recognize any
operating lease liabilities or ROU assets as the amounts were not material to the consolidated financial
statements.
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The Foundation for Santa Barbara City College
Notes to Consolidated Financial Statements

Prepaid expenses — Prepaid expenses are payments made to vendors for purchase orders which have
not been received or services which have not been rendered as of year-end.

Assets held in FCCC-Osher — The Foundation has an interest in the California Community Colleges
Endowment Challenge managed by the Foundation for California Community Colleges (FCCC), which
are included on the financial statements under the caption “Assets held in FCCC-Osher” and are reported
at fair value.

Office equipment — Office equipment is stated at cost, or fair value if donated. The Foundation
capitalizes assets with a cost of $1,000 or more and an expected useful life greater than one year.
Depreciation is calculated using the straight-line method over their estimated useful lives (three years).

Impairment of assets — Assets are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. Assets to be
disposed are reported at the lower of the carrying amount or fair value less selling costs. During the year
ended June 30, 2025, there were no events or changes in circumstances indicating that the carrying
amount of assets may not be recoverable.

Assets held in charitable remainder trusts — The Foundation is the remainderman for various
charitable remainder trusts, gift annuity contracts, and interests in pooled income funds that have been
established by donors to provide income or benefits, generally for life, to designated beneficiaries. The
remainder of the trusts will be distributed to the Foundation for the purposes in the trust agreements.
Each year beneficiaries receive a percentage of the trust’s fair value, payable quarterly; some of the
trusts are further limited to net income or net-income-with-make-up provisions. If the Foundation is the
trustee, the fair value of the trust is recorded in the consolidated statement of financial position. A
corresponding liability is recorded for the present value of the future payments as specified in the trust
agreements using discount rates based on the applicable federal rate at year end of 5.60% and the life
expectancy of each trust’s income beneficiaries.

Contributions receivable from remainder trusts — The Foundation does not act as trustee for certain
other trusts which are also included in the financial statements; the Foundation has neither fiduciary
control of the trust assets nor a liability for the distributions payable to the income beneficiaries. The fair
value of the interest in these trusts is calculated based on the net present value of the estimated future
benefits to be received when the assets are distributed, using discount rates based on the applicable
federal rate at year end of 5.60% and the life expectancy of each trust’s income beneficiaries. These are
reflected as “Contributions receivable from remainder trusts.”

Split-interest agreements — The Foundation is the remainderman for various charitable remainder
trusts, gift annuity contracts, and interests in pooled income funds that have been established by donors
to provide income or benefits, generally for life, to designated beneficiaries. The remainder of the trusts
will be distributed to the Foundation for the purposes in the trust agreements. Each year beneficiaries
receive a percentage of the trust’s fair market value, payable quarterly; some of the trusts are further
limited to net income or net-income-with-make-up provisions. The total fair value of all trusts for which the
Foundation is the remainderman at June 30, 2025, was $1,424,900 with a corresponding present value
liability of $486,704.
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The Foundation for Santa Barbara City College
Notes to Consolidated Financial Statements

The trusts are separate legal entities, created under the provisions of Section 664 of the Internal Revenue
Code, and have a calendar year end as required by the Tax Reform Act of 1986. The trusts are exempt
from federal and California income taxes on investment income accumulated for future distribution and
any net capital gains.

Foundation as trustee — In certain cases, the Foundation acts as trustee at no charge as a service to the
donors. As trustee, the Foundation has fiduciary control over the trust assets and responsibility over the
life of the trust for the payments to the income beneficiaries. For financial statement presentation, the
interest in these trusts is presented at fair value as “Assets held in charitable remainder trusts.” The fair
value of amounts payable to trust income beneficiaries over the life of the trusts is based on their present
value using discount rates based on the applicable federal rate at year end of 5.60% and the life
expectancy of each trust’s income beneficiaries. Based on the estimated life of the trust, each year a
portion of the net change in asset value is recognized as revenue under “Change in value of split-interest
agreements.”

Pooled income fund — Two donors have contributed assets to the Foundation’s pooled income fund and
one donor has contributed assets to a pooled income fund administered by another charitable
organization. For financial statement presentation, this fund is presented at fair value of the assets and
the amounts payable to the income beneficiaries are recorded at their fair value based on their present
value using discount rates based on the applicable federal rate at year end of 5.60%. These are reflected
as “Discount for future interest-pooled income.” As pooled income interests mature, a portion of the net
change in asset value is recognized as revenue under “Change in value of split-interest agreements.”

Grant and scholarships payable — The Foundation reports grants and scholarships payable as the total
awards made, less semester payments and unused awards from several previous fiscal years.

Contributions of cash and bequests — Unconditional contributions and bequests received are recorded
at their fair value on the date of donation. Contributions receivable are recognized as revenue when
committed and as assets, decreases of liabilities, or expenses depending on the form of the benefits
received. Contributions have been evaluated and determined to be non-reciprocal and unconditional.
Contributions, including unconditional promises to give, are recognized as revenue when received.
Unconditional promises to give must be accompanied by written documentation prior to being recognized
as revenue. Conditional promises to give are recognized when the conditions on which they depend are
substantially met. Bequests are recorded at their estimated fair value when all the events required for the
transfer of the assets from the estate of the donor to the Foundation have occurred and/or the court has
issued an order to transfer the assets.
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The Foundation for Santa Barbara City College
Notes to Consolidated Financial Statements

Donor restrictions — The Foundation reports gifts of cash and other assets as support with donor
restrictions if they are received with donor stipulations that limit the use of the donated assets. When a
donor restriction expires, that is, when a stipulated time restriction ends or a purpose restriction is
accomplished, net assets with donor restrictions are reclassified to net assets without donor restrictions
and reported in the consolidated statement of activities and changes in net assets as net assets released
from restrictions. The Foundation reports gifts of property and equipment (or other long-lived assets) as
support without donor restrictions unless explicit donor stipulations specify how the donated assets must
be used. Gifts of long-lived assets with explicit restrictions that specify how the assets are to be used, as
well as gifts of cash or other assets that must be used to acquire long-lived assets, are reported as
support with donor restrictions. Absent explicit donor stipulations regarding how long such assets must be
maintained, the Foundation reports expirations of donor restrictions when the donated or acquired
long-lived assets are placed in service.

Functional expenses — The Foundation allocates its expenses on a functional basis among its various
program and support services. Expenses that can be identified with a specific program and support
service are allocated directly according to their natural expenditure classification. Other expenses that are
common to several functions are allocated on various statistical bases. Certain expenses, such as
salaries and wages, employee benefits, and payroll taxes, are allocated based on time spent in each
functional area by specific employee as estimated by management. All other costs are charged directly to
the appropriate functional category.

Advertising and promotions — Advertising and promotions expenses are expensed as incurred and are
included in fundraising expenses on the accompanying consolidated statement of activities and changes
in net assets.

Income taxes — The Foundation is a California nonprofit public benefit corporation, which is exempt from
income taxes; therefore, no provision for income taxes is required. The Foundation qualifies for the
charitable contribution deduction under Section 170(b)(1)(A) and has been classified as an organization
that is not a private foundation under Section 509(a)(1). The Foundation evaluates uncertain tax
positions, whereby the effect of the uncertainty would be recorded if the outcome was considered
probable and reasonably estimable. As of June 30, 2025, the Foundation has no uncertain tax positions
requiring accrual.

Note 3 — Pledges and Grants Receivable

Pledges are included in the financial statements as pledges receivable and revenue of the appropriate net
asset category. Pledges not anticipated to be received in the next 12 months are recorded after
discounting at various rates based on the date of the gift to the net present value of the pledge. The
Foundation estimates its allowance for uncollectible pledges is 3.79% of outstanding pledges and grant
receivable as of June 30, 2025. The Foundation’s discount on pledges range between 0.08% and 5.37%.

Gross pledges $ 1,005,382
Less: net present value discount (26,509)
Less: allowances for uncollectible pledges (58,989)

Net pledges $ 919,884
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The Foundation for Santa Barbara City College

Notes to Consolidated Financial Statements

Pledges are expected to be realized in the following periods:

Due in one year or less
Due between one and ten years

Total

Pledges receivable at year end have the following restrictions:

Student support
Departmental programs and activities
General operating support

Total

Note 4 — Assets Held at FCCC-Osher

446,913
472,971

919,884

230,758
652,356
36,770

919,884

In 2010, the Foundation invested $759,035 in the California Community Colleges Endowment Challenge
managed by the FCCC. The purpose of the Challenge (funded by The Bernard Osher Foundation) was to
create a $100 million scholarship endowment fund for California community college students, the
California Community Colleges Scholarship Endowment (CCCSE). As a participant, the Foundation for
SBCC was allocated $379,517 in matching funds. The funds invested in CCCSE remain the Foundation’s
net assets with donor restrictions. Earnings on both the Foundation’s investment and the matching funds
are distributed as scholarship funds to the Foundation for distribution to SBCC students in accordance
with the terms of the Partnership Agreement dated June 2010. The FCCC has assembled an Investment
Advisory Committee to direct and monitor the investment of the CCCSE assets. The funding of

scholarships began with the 2009-2010 academic year.

Note 5 — Investments

Investments are presented in the consolidated statement of financial position at fair value. As of June 30,

2025, investments consisted of the following:

Marketable funds
Fixed income
Fixed income — short term
Domestic equities
International equities
Investment in real estate
Assets held in FCCC-Osher
Alternative investments

Total

(Unaudited)

Cost Fair Value
$ 19,264,465 16,987,139
7,798,574 7,587,046
28,772,876 30,054,029
16,898,805 18,848,827
5,958,766 6,864,179
759,035 1,037,552
10,122,275 16,168,387
$ 89,574,796 97,547,159
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The Foundation for Santa Barbara City College
Notes to Consolidated Financial Statements

Investments held in the group of net assets with donor restrictions are placed in an investment pool.
Investment income, gains, and losses are allocated to the various restricted net assets as stipulated in
the Foundation’s investment policy.

The following summarizes the investment returns included in the consolidated statement of activities and
changes in net assets for the year ended June 30, 2025:

Interest and dividend income $ 7,522,274
Realized gain on investments 165,765
Unrealized gain on investments 2,839,321
Investment fees (380,878)
Total investment income, net $ 10,146,482

Note 6 — Investment in Commercial Real Estate

A long-term lease on buildings and improvements suitable for a motel operation were donated to the
Foundation in December 1983 and recorded at the estimated fair value of future receipts as of that date in
the amount of $945,000. The buildings and improvements associated with the lease have been leased to
Motel 6 since 1971. The lease is for 65 years and the terms call for periodic adjustments based on
changes in the Consumer Price Index. Annual lease income was $137,340 for the year ended June 30,
2025. The aggregate future minimum lease payments for the nine remaining years of the lease are
approximately $1,854,000.

The expected future minimum lease payments to be received for the next five years are as follows:

Years Ending June 30,

2026 $ 164,808
2027 201,264
2028 201,264
2029 201,264
2030 201,264

Total $ 969,864

On October 28, 2016, the Foundation purchased a 10,000-square-foot building at 525 Anacapa Street in
downtown Santa Barbara. It is reported as an investment in the Foundation’s restricted funds. The
building was purchased for the purpose of leasing it to SBCC for educational programs effective July 1,
2017. Prior to leasing the building, significant improvements were made and were capitalized in the fiscal
year ended June 30, 2017. Additional structural improvements to the building are expected depending on
the academic schedule and permitting required by the California Division of the State Architect.
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Once the final cost of purchase and improvement is calculated, a long-term lease will be negotiated that,
per agreement with the College, will provide no less than 4% annual return on investment to the
Foundation and provide the College with access to a high-quality educational program space. Title was
transferred from the Foundation to the 525 Anacapa LLC on June 5, 2023. Based on the appraised value
of the previous year, a new lease between the LLC and the College District was negotiated with a
$24,000 monthly lease. The fair value of the property at June 30, 2025, was $6,864,179.

Note 7 — Net Assets Released from Donor Restrictions

Net assets during year ended June 30, 2025, were released from donor restrictions by incurring
expenses, satisfying the restricted purposes, or by occurrence of other events specified by donors.

College programs $ 2,347,406
SBCC promise 1,532,592
Scholarships and awards 22,802

Total $ 3,902,800

Note 8 — Related-party Transactions

SBCC provides certain services to the Foundation which are charged to the Foundation, including the
purchase of health benefits, catering services, student support and sponsorships of events. For the year
ended June 30, 2025, these costs were $171,628.

SBCC also provides facility use and maintenance, computing and communication services, and other
services to the Foundation, which are not included in the Foundation’s financial statements. Such costs
attributable to these services were estimated to be approximately $60,000 for the year ended June 30,
2025.

Certain services are also provided by the Foundation to SBCC. Such services included program/event
development, assistance in scholarship processing, program distributions, and marketing. For the year
ended June 30, 2025, these costs amounted to $414,912.
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Note 9 — Fair Value Measurements

Under the Financial Accounting Standards Board’s authoritative guidance on fair value measurements,
fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. In determining fair value, the
Foundation uses various methods including market, income, and cost approaches. Based on these
approaches, the Foundation often utilizes certain assumptions that market participants would use in
pricing the asset or liability, including assumptions about risk and/or the risks inherent in the inputs to the
valuation technique. These inputs can be readily observable, market corroborated, or generally
unobservable inputs. The Foundation utilizes valuation techniques that maximize the use of observable
inputs and minimize the use of unobservable inputs. Based on the observability of the inputs used in the
valuation techniques, the Foundation is required to provide the following information according to the fair
value hierarchy. The fair value hierarchy ranks the quality and reliability of the information used to
determine fair values.

Financial assets and liabilities carried at fair value will be classified and disclosed in one of the following
three categories:

Level 1 — Inputs that reflect unadjusted quoted prices in active markets for identical assets or liabilities
that the Foundation has the ability to access at the measurement date.

Level 2 — Inputs other than quoted prices that are observable for the asset either directly or indirectly,
including inputs in markets that are not considered to be active.

Level 3 — Inputs that are unobservable.

The Foundation has various processes and controls in place to ensure that fair value is reasonably
estimated. A model validation policy governs the use and control of valuation models used to estimate fair
value. This policy requires review and approval of models and periodic reassessments of models to
ensure that they are continuing to perform as designed. The Foundation performs due diligence
procedures over third-party pricing service providers in order to support their use in the valuation process.
Where market information is not available to support internal valuations, independent reviews of the
valuations are performed and any material exposures are escalated through a management review
process.

During the year ended June 30, 2025, there were no changes to the Foundation’s valuation techniques
that had, or are expected to have, a material impact on its financial position or results of operations.

Following is a description of the valuation methodologies used for assets measured at fair value. There
have been no changes in the methodologies during the fiscal year ended June 30, 2025:

Cash — All highly liquid investments with a maturity of three months or less at the date of purchase are
considered cash equivalents.

Assets held in FCCC-Osher — The fair value of these assets is based on the fair value of the Foundation’s
interest in the endowment fund housed at the FCCCs.
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Equity securities — The fair value of equity securities is the market value based on quoted market prices,
when available, or market prices provided by recognized broker dealers. If listed prices or quotes are not
available, fair value is based upon externally developed models that use unobservable inputs due to the
limited market activity of the instrument.

Marketable funds — Marketable funds are valued at the published net asset value (NAV) of shares held at
year end. The NAV is based on the value of the underlying securities which are valued based on quoted
market prices, when available, or market prices provided by recognized broker dealers.

Assets held in charitable remainder trusts and liability under unitrust agreements — The fair value of
perpetual investment trusts is based on the fair value of the Foundation’s interest in the trusts’ underlying
investments.

The underlying investments are valued based on quoted market prices, when available, or market prices
provided by recognized broker dealers. The liability under unitrust agreements is based on the discounted
present value of future annuities due, as estimated based on life expectancy tables.

Assets of pooled income funds and discount for future interest — The fair value of assets of pooled income
funds is based on the fair value of the Foundation’s interest in the funds’ underlying investments. The
underlying investments are valued based on quoted market prices, when available, or market prices
provided by recognized broker dealers. The fair value of the discount for future interest is based on the
discounted present value.

Contributions receivable from remainder trusts and refundable advances — The fair value of contributions
receivable from remainder trusts is based on the fair value of the Foundation’s interest in the trusts’
underlying investments. The underlying investments are valued based on quoted market prices, when
available, or market prices provided by recognized broker dealers.

Real estate — The fair value of real estate is based on the purchase price of the real estate plus cost of
improvements since purchase or the most recent appraised value.

Alternative investments — The fair value of alternative investments is estimated based on the information
obtained from the investment manager. NAV and entity level attributes are considered when estimating.

The methods described above may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, while the Foundation believes its valuation
methods are appropriate and consistent with other market participants, the use of different methodologies
or assumptions to determine the fair value of certain financial instruments could result in a different fair
value measurement at the reporting date.
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The following tables set forth by level, within the fair value hierarchy, the Foundation’s assets and
liabilities at fair value as of June 30, 2025:

Quoted Prices Significant
in Active Other Significant
Markets for Observable Unobservable Net Asset
Total Identical Assets Inputs Inputs Value
Fair Value (Level 1) (Level 2) (Level 3) (NAV)

Assets held in charitable remainder trusts

Cash $ 10,738  $ 10,738 $ -9 - 3 -

Fixed income 338,486 338,486 - - -

Equities 1,055,751 1,055,751 - - -

Real estate 19,925 19,925 - - -
Assets of pooled income fund 46,865 - - 46,865 -
Contributions receivable from remainder trusts 2,576,277 - - 2,576,277 -
Marketable funds

Domestic equities 30,054,029 30,054,029 - - -

International equities 18,848,827 18,848,827 - - -

Fixed income 24,574,185 24,574,185 - - -
Assets held in FCCC-Osher 1,037,552 - - 1,037,552 -
Alternative investments

Collateralized Loan Obligations (CLOs) 6,758,945 - - - 6,758,945

Equity 65,896 - - - 65,896

Fixed income 5,690 - - - 5,690

Hedge funds 8,047,940 - - - 8,047,940

Private equity 1,289,916 - - - 1,289,916
Investment in real estate 6,864,179 - 6,864,179 - -

Total assets 101,595,201 74,901,941 6,864,179 3,660,694 16,168,387
Liability under unitrust agreements (486,704) - (486,704) - -
Total liabilities $ (486,704) $ - $ (486,704) $ - $ -

The following table sets forth disclosures of the Foundation’s investments whose fair values are estimated
using NAV per share as of June 30, 2025:

Unfunded Redemption
Fair Value Commitment Frequency
Alternative investments
Fixed income (a) $ 5,690 $ 76,300 Nonredeemable
Equity (b) 65,896 27,500 Nonredeemable
Private equity (c) 1,289,916 527,848 Nonredeemable
Hedge funds (d) 8,047,940 - Semi-Annual
Collateralized Loan Obligations (CLOs) (e) 6,758,945 - Quarterly
Total $ 16,168,387 $ 631,648

(a) This category includes investments in restructured, stressed, distressed debts.
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(b) This category includes investments in U.S. and foreign equity funds.
(c) This category includes investments in U.S. debt, equity funds, and real assets.

(d) This category includes investments in long and short equity focused fund of hedge funds, distressed debt,
along with long and short credit.

(e) This category includes investments of collateralized debt obligations and other structured credit investments.
This may include fixed income securities, loan participations, credit-linked notes, medium term notes, registered
and unregistered investment companies or pooled investment vehicles, and derivative instruments, such as
credit default swaps and total return swaps.

The following is a reconciliation of the beginning and ending balances for assets measured at fair value
on a recurring basis using significant unobservable inputs (Level 3) during the year ended June 30, 2025:

Contributions
Receivable from  Assets Held in  Assets of Pooled

Remainder Trusts = FCCC-Osher Income Fund Total
BALANCE, June 30, 2024 $ 2,309,164 $ 971,026 $ 80,840 $ 3,361,030
Realized gain - 60,560 - 60,560
Scholarships - (47,467) - (47,467)
Change in fair value 267,113 53,433 (33,975) 286,571
BALANCE, June 30, 2025 $ 2,576,277 $ 1,037,552 $ 46,865 $ 3,660,694

The valuation techniques noted above have been consistently applied to similar assets and liabilities for
the year ended June 30, 2025.

Note 10 — Endowment

As of June 30, 2025, the Foundation’s endowment consists of 204 donor-restricted endowment funds
established for a variety of purposes. 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.

The board of directors of the Foundation follows the UPMIFA while continuing to emphasize that for true
endowments (those funds designated as endowment by the donor) the amount of the original gift will
never be withdrawn from principal without agreement from the donor.

As a result of this interpretation, the Foundation classifies as net assets with donor restrictions (a) the
original value of the gifts donated, and (b) the original value of subsequent gifts to the perpetual
endowment.
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The remaining portion of the donor-restricted endowment is also classified as net assets with donor
restrictions until those amounts are appropriated for expenditure by the Foundation in a manner
consistent with the standard of prudence prescribed by UPMIFA. In accordance with UPMIFA, the
Foundation considers the following factors in making a determination to appropriate or accumulate
donor-restricted endowment funds:

1. The duration and preservation of the fund.

2. The purposes of the Foundation and the donor-restricted endowment fund.
3. General economic conditions.

4. The possible effects of inflation and deflation.

5. The expected total return from income and the appreciation of investments.
6. Other resources of the Foundation.

7. The investment policies of the Foundation.

Endowment net assets with donor restrictions totaled $69,724,020 consisting of total original gift
endowment contributions of $43,644,746 and accumulated earnings of $26,079,274 as of June 30, 2025.

Changes in endowment net assets for the year ended June 30, 2025:

Endowment net assets

beginning of year (as restated) $ 62,877,593
Investment income, net 7,464,414
Gifts 178,362
Appropriation of endowment

assets for expenditure (796,349)

Endowment net assets
end of year $ 69,724,020

Return objectives and risk parameters — The Foundation has adopted investment and spending
policies for endowment assets that attempt to provide a predictable stream of funding to programs
supported by the endowment while seeking to maintain the purchasing power of the endowment assets.
Endowment assets include those assets of donor-restricted funds that the Foundation must hold in
perpetuity or for a donor-specified period as well as board-designated funds. As approved by the board of
directors, the endowment assets are invested with the expectation of generating a long-term rate of total
return equal to or in excess of the spending allocation percentage above the rate of inflation. The
Foundation has a current policy of appropriating for distribution each year up to 4.50% of its endowment
fund’s average fair market value over the prior thirteen quarters, unless otherwise prescribed by donor
stipulations.
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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 requires the Foundation to
retain as a fund of perpetual duration. In accordance with GAAP, deficiencies of this nature are reported
in net assets without donor restrictions.

There were no endowment funds as of June 30, 2025, where the principal had fallen below the original
gift amount.

Strategies employed for achieving objectives — To satisfy its long-term rate-of-return objectives, the
Foundation relies on a total return strategy in which investment returns are achieved through both capital
appreciation (realized and unrealized) and current yield (interest and dividends). The Foundation targets
a diversified asset allocation that places an emphasis on equity-based investments to achieve its
long-term return objectives within prudent risk constraints.

Spending policy and how the investment objectives relate to spending policy — In the fiscal year
ended June 30, 2025, the spending policy for all endowed funds was up to 4.50% of fair value as
averaged over thirteen quarters. The spending policy distributions are not taken from deficient funds. All
such distributions are classified as temporarily restricted net assets until appropriated for expenditure. In
establishing this policy, the Foundation considered the long-term expected return on its endowment. This
is consistent with the Foundation’s objective to maintain the purchasing power of the endowment assets
held in perpetuity as well as to provide additional real growth through new gifts and investment returns.

Note 11 — Net Assets with Donor Restrictions
Net assets with donor restrictions were as follows for the year ended June 30, 2025:

Subject to expenditure for specified purpose

Direct student and college program support $ 16,286,901
Total $ 16,286,901
Endowments
Subject to the passage of time
Deferred assets $ 1,103,863
Osher 1,037,552
Subject to endowment spending policy and appropriation
Permanently restricted to general endowment 67,582,243
Total endowments $ 69,723,658
Total net assets with donor restrictions $ 86,010,559
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Note 12 — Defined Contribution Plan

Effective July 1, 1994, the board of directors established a defined contribution retirement plan for
permanent employees. The tax deferred group annuity plan covers all employees who work at least
1,000 hours in a 12 month period commencing with their date of employment. The Foundation has the
option to match voluntary contributions to the plan by the employee, up to 6% of gross compensation. For
the year ended June 30, 2025, the Foundation chose to offer to match. The total cost was $68,190.

Note 13 — Liquidity
Financial assets available to meet cash needs for general expenditure for the following year are
comprised of current assets and investments, adjusted for amounts unavailable due to illiquidity,

endowments, and other funds spending policy appropriations beyond one year, and current liabilities
payable to vendors, financial institutions, and nonprofit organizations.

Financial assets available to meet cash needs for general expenditures within one year as of June 30,
2025:

Current assets

Cash and cash equivalents available within one year $ 1,374,685
Pledges and grants receivable, current portion 446,913
Bequests receivable 3,405
Other current assets 34,257

Total current assets 1,859,260

Investments

Short-term investments 7,587,048
Long-term investments 87,561,057

Less: investments unavailable for general expenditures
within one year
Endowments and other funds subject to spending
policy appropriations beyond one year
With donor restrictions (84,873,040)

Total investments 10,275,065

Financial assets available to meet cash needs for general
expenditures within one year as of June 30, 2025 $ 12,134,325

Note 14 — Risks and Uncertainties

The Foundation invests in investment securities. Investment securities are exposed to various risks such
as interest rate, market, and credit risks. Due to the level of risk associated with certain investment
securities, it is at least reasonably possible that changes in the values of investment securities will occur
in the near term and that such changes could materially affect the amounts reported in the consolidated
statement of activities and changes in net assets.
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The Foundation maintains cash balances at several banks insured by the Federal Deposit Insurance
Corporation (FDIC). The FDIC only insures the first $250,000 of funds on deposit at any one institution.
The Foundation had uninsured cash of approximately $1,454,441 deposited with one bank.

The Foundation holds financial instruments that potentially subject the Foundation to concentrations of
credit risk which consist of securities held at brokerage firms. These balances are insured up to $500,000
by the Securities Investor Protection Corporation.

Credit risk is the failure of another party to perform in accordance with the contract terms. Financial
instruments that potentially subject the Foundation to concentrations of credit risk consist primarily of
cash and cash equivalents, investments, accounts receivable, bequests receivable, and pledges
receivable. With respect to unconditional promises to give, the Foundation routinely assesses the
financial strength of its debtors and believes that the related credit risk exposure is limited.

Note 15 — Subsequent Events

Subsequent events have been evaluated through January 8, 2026, the date that the financial statements
were available to be issued. There were no additional subsequent events noted that required disclosures.

25



Supplemental Information




The Foundation for Santa Barbara City College
Consolidating Statements of Financial Position
As of June 30, 2025

Santa Barbara 525
City College Anacapa Interentity
Foundation LLC Eliminations Total
CURRENT ASSETS
Cash and cash equivalents $ 847,804 $ 526,881 $ $ 1,374,685
Short-term investments 7,587,048 - 7,587,048
Accounts receivable 65,066 - 65,066
Pledges and grants receivable, net 446,913 - 446,913
Bequests receivable 3,405 - 3,405
Prepaid expenses 34,257 - 34,257
Total current assets 8,984,493 526,881 9,511,374
NONCURRENT ASSETS
Pledges and grants receivable, net of current 472,971 - 472,971
Long-term investments 88,922,559 6,864,179 (6,864,179) 88,922,559
Assets held in FCCC-Osher 1,037,552 - 1,037,552
Office equipment, net 14,072 - 14,072
Assets held in charitable remainder trusts 1,424,900 - 1,424,900
Assets of pooled income fund 46,865 - 46,865
Contributions receivable from - -
remainder trusts 2,576,277 - 2,576,277
Total noncurrent assets 94,495,196 6,864,179 (6,864,179) 94,495,196
Total assets $ 103,479,689 $ 7,391,060 $ (6,864,179) $ 104,006,570
CURRENT LIABILITIES
Accounts payable and accrued expenses $ 1,515,803 $ - $ $ 1,515,803
Distributions payable 3,169,685 - 3,169,685
Total current liabilities 4,685,488 - 4,685,488
NONCURRENT LIABILITIES
Liability under unitrust agreements 486,704 - 486,704
Discount for future interest — pooled
income funds 2,550 - 2,550
Total noncurrent liabilities 489,254 - 489,254
Total liabilities 5,174,742 - 5,174,742
NET ASSETS 98,304,947 7,391,060 (6,864,179) 98,831,828
Total liabilities and net assets $ 103,479,689 $ 7,391,060 $ (6,864,179) $ 104,006,570
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Santa Barbara 525
City College Anacapa Interentity
Foundation LLC Eliminations Total
REVENUE, GAINS, AND OTHER SUPPORT

Contributions of cash and bequests $ 2,629,355 $ - $ - $ 2,629,355
Investment income, net 10,146,482 - - 10,146,482
Other income 343,784 - 343,784
Rental income - 288,000 288,000
Change in value of split-interest agreements 327,646 - - 327,646

Total revenue, gains, and other support 13,447,267 288,000 - 13,735,267

EXPENSES

Grants to SBCC 1,945,116 - 1,945,116
SBCC promise program expenses 1,399,978 - 1,399,978
Salaries and wages 1,557,400 - 1,557,400
Employee benefits 309,845 - 309,845
Donor cultivation 249,991 - 249,991
Advertising and promotions 79,873 - 79,873
Payroll taxes 119,247 - 119,247
Information technology 95,056 - 95,056
Professional fees 159,244 2,100 161,344
Conferences, meetings, and travel 14,548 - 14,548
Dues, subscriptions, and memberships 19,193 - 19,193
Office expenses 32,221 865 33,086
Other expenses 16,685 20 16,705
Insurance 29,889 6,110 35,999
Printing and postage 1,612 - 1,612
Equipment rental and maintenance 2,405 - 2,405
Depreciation and amortization 10,047 - 10,047

Total net expenses 6,042,350 9,095 6,051,445

Change in net assets $ 7,404,917 $ 278,905 $ 7,683,822
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