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Independent Auditor’s Report 

To the Board of Directors 
The Virginia Foundation for Community College Education, Inc. 
Richmond, Virginia 

Report on the Audit of the Financial Statements 

Opinion 

We have audited the accompanying financial statements of The Virginia Foundation for Community 
College Education, Inc., which comprise the statements of financial position as of June 30, 2025 and 2024, 
the related statements of activities, functional expenses, and cash flows for the years then ended, and the 
related notes to the financial statements. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of The Virginia Foundation for Community College Education, Inc. as of June 30, 2025 
and 2024, and the changes in its net assets and its cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America. 

Basis for Opinion 

We conducted our audits 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. 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 Virginia Foundation for Community College 
Education, Inc. and to meet our other ethical responsibilities in accordance with the relevant ethical 
requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our audit opinion. 

Responsibilities of Management for the 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 Virginia Foundation for 
Community College Education, Inc.'s ability to continue as a going concern within one year after the date 
that the financial statements are available to be issued. 
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Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the 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 generally accepted auditing 
standards and Government Auditing Standards will 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 generally accepted auditing standards and Government 
Auditing Standards, we: 

• Exercise professional judgment and maintain professional skepticism throughout the audits. 

• 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 Virginia Foundation for Community College Education, Inc.'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 Virginia Foundation for Community College Education, 
Inc.'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 Information 

Management is responsible for the other information included in The Virginia Foundation for Community 
College Education, Inc.’s financial statements. The other information comprises of the Officers and Board 
of Directors Listing, but it does not include the financial statements and our auditor’s report thereon. Our 
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opinion on the financial statements does not cover the other information, and we did not express an 
opinion or any form of assurance on it. 

In connection with our audit of the financial statements, our responsibility is to read the other information 
and consider whether a material inconsistency exists between the other information and the financial 
statements, or the other information otherwise appears to be materially misstated. If, based on the work 
performed, we conclude that an uncorrected material misstatement of the other information exists, we 
are required to describe it in our report. 

Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. 
The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal 
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards, is presented for purposes of additional analysis and is not a required part of the 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 financial statements. The 
information has been subjected to the auditing procedures applied in the audit of the financial statements 
and certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America. In our opinion, the schedule of expenditures of federal awards 
is fairly stated, in all material respects, in relation to the financial statements as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated June 1, 2026, 
on our consideration of The Virginia Foundation for Community College Education Inc.’s internal control 
over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements and other matters. The purpose of that report is solely to describe the 
scope of our testing of internal control over financial reporting and compliance and the results of that 
testing, and not to provide an opinion on the effectiveness of The Virginia Foundation for Community 
College Education Inc.’s internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering The 
Virginia Foundation for Community College Education Inc.’s internal control over financial reporting and 
compliance. 

 
CERTIFIED PUBLIC ACCOUNTANTS 

Colonial Heights, Virginia 
June 1, 2026 
 



 

 

Financial Statements 



2025 2024
ASSETS
CURRENT ASSETS

Cash and cash equivalents 6,575,144$      2,890,238$      
Cash, restricted (Note 1) 101,726            1,371,444         
Current portion of pledges receivable, net (Note 2) 332,950            457,557            
Other receivables 69,841              45,631              

Total current assets 7,079,661         4,764,870         
NONCURRENT ASSETS

Pledges receivable, less current portion, net (Note 2) 217,452            368,602            
Investments (Note 3) 9,743,347         11,958,276      
Investments designated for charitable gift annuities (Note 4) 42,766              44,143              

Total noncurrent assets 10,003,565      12,371,021      
Total assets 17,083,226$    17,135,891$    

LIABILITIES AND NET ASSETS
CURRENT LIABILITIES

Accounts payable and accrued expenses 557,889$          626,751$          
Refundable advance, federal earmarks 82,546              1,298,728         
Interest earned on refundable advance, federal earmarks 19,180              72,716              
Charitable gift annuities payable (Note 4) -                     5,472                

Total current liabilities 659,615            2,003,667         
NET ASSETS

Without donor restrictions 3,633,801         3,266,070         
Without donor restrictions - board-designated (Note 8) 805,714            809,478            
With donor restrictions (Note 6):
  Restricted by purpose or time 8,078,817         7,547,520         
  Restricted in perpetuity (Note 8) 3,905,279         3,509,156         

Total net assets 16,423,611      15,132,224      
Total liabilities and net assets 17,083,226$    17,135,891$    

The Virginia Foundation for Community College Education, Inc.
Statements of Financial Position

June 30, 2025 and 2024

The Notes to Financial Statements are an integral part of these statements. 4



Without With
Donor Donor

Restrictions Restrictions Total
SUPPORT AND REVENUE

Contributions and grants:
Contributions and private grants 332,187$        5,303,683$    5,635,870$    
Federal grants 2,400,814      -                  2,400,814      
Contributed services and gifts in-kind (Note 9) 620,755          -                  620,755          
Change in value of split interest agreements -                  3,552              3,552              

Total contributions and grants 3,353,756      5,307,235      8,660,991      
Investment income, net (Note 3) 598,521          665,783          1,264,304      
Net assets released from restrictions (Note 6) 5,045,598      (5,045,598)     -                  

Total support and revenue 8,997,875      927,420          9,925,295      
FUNCTIONAL EXPENSES

Program 7,028,889      -                  7,028,889      
Management and general 833,659          -                  833,659          
Fundraising 771,360          -                  771,360          

Total functional expenses 8,633,908      -                  8,633,908      
Change in net assets 363,967          927,420          1,291,387      

NET ASSETS
Beginning 4,075,548      11,056,676    15,132,224    
Ending 4,439,515$    11,984,096$  16,423,611$  

The Virginia Foundation for Community College Education, Inc.
Statement of Activities

Year Ended June 30, 2025

The Notes to Financial Statements are an integral part of this statement. 5



Without With
Donor Donor

Restrictions Restrictions Total
SUPPORT AND REVENUE

Contributions and grants:
Contributions and private grants 153,502$        3,694,682$    3,848,184$    
Federal grants 364,772          -                  364,772          
Contributed services and gifts in-kind (Note 9) 571,250          -                  571,250          
Change in value of split interest agreements -                  4,700              4,700              

Total contributions and grants 1,089,524      3,699,382      4,788,906      
Investment income, net (Note 3) 844,281          894,062          1,738,343      
Net assets released from restrictions (Note 6) 4,339,545      (4,339,545)     -                  

Total support and revenue 6,273,350      253,899          6,527,249      
FUNCTIONAL EXPENSES

Program 4,617,448      -                  4,617,448      
Management and general 824,406          -                  824,406          
Fundraising 807,314          -                  807,314          

Total functional expenses 6,249,168      -                  6,249,168      
Change in net assets 24,182            253,899          278,081          

NET ASSETS
Beginning 4,051,366      10,802,777    14,854,143    
Ending 4,075,548$    11,056,676$  15,132,224$  

The Virginia Foundation for Community College Education, Inc.
Statement of Activities

Year Ended June 30, 2024

The Notes to Financial Statements are an integral part of this statement. 6



Rural
Scholarships Virginia Total
and Student Horseshoe VCCS Great Workforce Program Management

Support Initiative Support Expectations Initiative Services and General Fundraising Total
Scholarships and other assistance 2,819,857$   689,194$   1,555,572$  850,080$   249,189$   6,163,892$  4,250$        -$            6,168,142$  
Salaries 20,000           -              -                81,594        -              101,594        399,816      413,307      914,717        
Contributed services salaries (Note 9) -                 -              -                -              -              -                303,931      316,824      620,755        
Professional fees 178,340        -              33,785          -              -              212,125        26,882        5,322          244,329        
Professional counsel -                 -              270,300        -              -              270,300        -              -              270,300        
Conferences, meetings, 

and events 21,227           -              76,589          22,408        2,941          123,165        65,412        13,302        201,879        
Supplies, printing, postage, 

and travel 32,975           -              22,803          18,042        235             74,055          4,478          94                78,627          
Marketing and promotion 65,433           150             11,923          3,327          -              80,833          13,568        6,452          100,853        
Cultivation and stewardship -                 -              264               -              -              264               -              16,059        16,323          
Other administration 1,555             -              231               875             -              2,661            15,322        -              17,983          

Total expenses 3,139,387$   689,344$   1,971,467$  976,326$   252,365$   7,028,889$  833,659$   771,360$   8,633,908$  

Program Services Supporting Services

The Virginia Foundation for Community College Education, Inc.
Statement of Functional Expenses

Year Ended June 30, 2025

The Notes to Financial Statements are an integral part of this statement. 7



Rural
Scholarships Virginia Total
and Student Horseshoe VCCS Great Workforce Program Management

Support Initiative Support Expectations Initiative Services and General Fundraising Total
Scholarships and other assistance 1,782,340$   670,952$   391,331$   693,325$   279,348$   3,817,296$  1,250$        -$            3,818,546$  
Salaries 54,500           -              -              54,586        -              109,086        404,559      421,109      934,754        
Contributed services salaries (Note 9) -                 -              -              -              -              -                295,626      275,624      571,250        
Professional fees 175,160        -              4,460          1,120          -              180,740        24,640        56,000        261,380        
Professional counsel -                 -              270,000      -              -              270,000        -              -              270,000        
Conferences, meetings, 

and events 23,859           -              98,895        3,363          1,987          128,104        74,141        7,231          209,476        
Supplies, printing, postage, 

and travel 37,074           -              6,328          2,886          368             46,656          2,933          75                49,664          
Marketing and promotion 20,111           -              14,242        16,625        -              50,978          3,450          27,824        82,252          
Cultivation and stewardship -                 -              222             200             -              422               -              19,451        19,873          
Pledge adjustments 6,986             -              5,150          -              -              12,136          -              -              12,136          
Other administration 434                73                646             874             3                  2,030            17,807        -              19,837          

Total expenses 2,100,464$   671,025$   791,274$   772,979$   281,706$   4,617,448$  824,406$   807,314$   6,249,168$  

Program Services Supporting Services

The Virginia Foundation for Community College Education, Inc.
Statement of Functional Expenses

Year Ended June 30, 2024

The Notes to Financial Statements are an integral part of this statement. 8



2025 2024
OPERATING ACTIVITIES

Change in net assets 1,291,387$       278,081$          
Adjustments to reconcile change in net assets to 

net cash provided by (used in) operating activities:
Realized gains on sale of investments (1,753,586)        (611,675)           
Unrealized (gains) loss on investments 831,804            (771,977)           
Change in value of split-interest agreements (3,552)               (4,700)               
Pledge adjustments -                     12,136               
Investments received as gifts – not permanently restricted (235,252)           (658,773)           
Proceeds from sales of investments received as gifts 235,252            658,773            
Contributions restricted for endowment (302,500)           (50,859)             
Change in assets and liabilities:

Pledges receivable 275,757            (118,329)           
Other receivables (24,210)             68,808               
Accounts payable and accrued expenses (68,862)             450                    
Refundable advance, federal earmarks (1,216,182)        1,298,728         
Interest earned on refundable advance, federal earmarks (53,536)             72,716               

Net cash provided by (used in) operating activities (1,023,480)        173,379            
INVESTING ACTIVITIES

Purchase of investments (9,512,979)        (6,908,904)        
Proceeds from sale of investments 12,654,947       6,634,446         
Annuity payments (5,800)               (6,030)               

Net cash provided by (used in) investing activities 3,136,168         (280,488)           
FINANCING ACTIVITIES

Contributions restricted for endowment 302,500            50,859               
Net cash provided by financing activities 302,500            50,859               
Net change in cash and cash equivalents, and restricted cash 2,415,188         (56,250)             

CASH AND CASH EQUIVALENTS, AND RESTRICTED CASH
Beginning 4,261,682         4,317,932         
Ending 6,676,870$       4,261,682$       

RECONCILIATION OF CASH, CASH EQUIVALENTS, AND RESTRICTED CASH 
TO THE STATEMENT OF FINANCIAL POSITION

Cash and cash equivalents 6,575,144$       2,890,238$       
Cash, restricted 101,726            1,371,444         

Ending cash and cash equivalents, and restricted cash 6,676,870$       4,261,682$       
SUPPLEMENTAL SCHEDULE OF NONCASH OPERATING ACTIVITIES

Gifts of noncash investments in satisfaction of prior year pledge
receivable balances 12,994$            -$                   

 

The Virginia Foundation for Community College Education, Inc.
Statements of Cash Flows

Years Ended June 30, 2025 and 2024

The Notes to Financial Statements are an integral part of these statements. 9
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Note 1 – Nature of Activities and Summary of Significant Accounting Policies 

Nature of Activities 

The Virginia Foundation for Community College Education, Inc. (the “Foundation”) is a nonprofit foundation that supports 
Virginia’s 23 community colleges by generating support and resources for students who aspire to advance their 
educational training and prepare for employment.  The Foundation has a signature scholarship program, the 
Commonwealth Legacy Scholarship Program, whose focus is to create and endow scholarships in the honor of leaders 
across Virginia thus further expanding educational access.  In addition, the Foundation supports signature programs 
including the Great Expectations Initiative, which helps Virginia youth who have experienced foster care pursue and 
complete higher education, the Rural Virginia Horseshoe Initiative, which is focused on improving rural Virginia’s 
education pipeline, and providing funds to launch or upgrade community college programs that lead to high need jobs, 
workforce certifications, and degrees. 

Financial Statement Presentation 

Under current accounting standards, the Foundation is required to report information regarding its financial position and 
activities according to two classes of net assets: without donor restriction and with donor restriction.  The net assets are 
summarized as follows: 

Net assets without donor restrictions include amounts that are currently available at the discretion of the Foundation’s 
Board of Directors for use in the Foundation’s operations. 

Net assets with donor restrictions include amounts that are stipulated by donors for specific purposes and those restricted 
to investments in perpetuity.  When a donor restriction expires, net assets with donor restrictions are reclassified to net 
assets without donor restrictions and reported in the statement of activities as net assets released from restrictions.  
Income from amounts restricted to investments in perpetuity is expendable in accordance with the conditions of each 
related donation. 

Use of Estimates 

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

Contributions and Governmental Grants 

Unconditional contributions are recognized as revenues when donors’ commitments are received.  Unconditional 
contributions are recognized at fair value and are classified in the appropriate net asset class based on donor stipulations.  
Conditional promises to give, that is, those with measurable performance or other barriers, and a right of return, are not 
recognized until conditions on which they depend are substantially met. 

Contributions of assets other than cash are recorded at their estimated fair value at the time of donation. 
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Governmental grant revenue is recognized as a contribution in the period the Foundation meets the conditions for 
revenue recognition, namely when it incurs reimbursable program expenditures. Amounts received prior to incurring 
qualified reimbursable program expenditures and interest earned on unspent funds are reported as a refundable advance 
liability in the statements of financial position. As of June 30, 2025 and 2024, net unexpended funds and interest earned 
on those funds totaled $101,726 and are recorded as a refundable advance liability. 

Cash and Cash Equivalents 

Cash equivalents have been defined as short-term, liquid investments, which are readily convertible to cash.  The 
Foundation considers all highly liquid instruments purchased with maturities of three months or less to be cash 
equivalents. 

Restricted Cash 

The Foundation’s restricted cash balances consist of unexpended federal refundable advance amounts, as well as interest 
earned on such amounts. 

Investments 

Investments in securities are carried at fair value.  Investment securities are exposed to several risks, such as interest rate, 
currency, 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 such changes could 
materially affect the amounts reported in the Foundation’s financial statements. Gains or losses on the sale of investments 
are determined using the Foundation’s cost basis. 

Alternative investments include investments in limited partnerships (hedge funds, private equity, and publicly-traded 
securities). Alternative investment interests are stated at fair value based on the financial statements and other 
information received from the general partners of such entities. Fair value is the estimated net realizable value of holdings 
priced at quoted market value (where market quotations are available), historical cost, or other estimates including 
appraisals. The Foundation believes that the stated value of its alternative investments was a reasonable estimate of its 
fair value as of June 30, 2025. However, alternative investments are not marketable and some of the alternative 
investments have underlying investments that do not have quoted market values. The estimated value is subject to 
uncertainty and could differ had a ready market existed for these alternative investments. Such differences could be 
material. The amount of gain or loss associated with these investments is reflected in the accompanying financial 
statements as unrealized gain (loss) on investments. 

Net Asset Value (NAV) is used as a practical expedient for certain commingled funds, privately held investments, and 
securities held in partnership format for which a readily determinable fair value is not available, unless the Foundation 
believes such NAV calculation is not measured in accordance with fair value. These values may differ significantly from 
values that would have been used had a readily available market existed for such investments, and that difference could 
be material to the change in net assets of the Foundation. 

Net investment return is reported in the statement of activities and consists of interest and dividend income, realized and 
unrealized capital gains and losses, less external investment expenses. 
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Concentration of Credit Risk 

Financial instruments which potentially subject the Foundation to concentrations of credit risk consist principally of cash 
and cash equivalents and pledges receivable.  The Foundation’s cash and investments are invested with several financial 
institutions whose credit ratings are monitored by management.  Cash funds are only insured up to the federally insured 
limits.  Investments in marketable securities are divided among many industries.  These policies mitigate the Foundation’s 
exposure to concentration of credit risk. Included in cash and cash equivalents are amounts invested in the Local 
Government Investment Pool that are valued at amortized cost with a rating of AAA.  At times, the Foundation’s cash 
balances and cash investments may exceed insured limits.  For the years ended June 30, 2025 and 2024, approximately 
40% and 38%, respectively, of total contributions and private grants came from two funding sources.  For the years ended 
June 30, 2025 and 2024, approximately 67% and 89% of gross pledges receivable represent amounts due from one and 
two donors, respectively. 

Functional Expenses 

The Foundation allocates expenses on a functional basis among their various programs and supporting services.  Expenses 
that can be identified with a specific program or supporting service are allocated directly.  Other expenses that are 
common to several functions are allocated by various statistical bases. 

Income Taxes 

The Foundation is exempt from federal and state income taxes as a nonprofit organization under Section 501(c)(3) of the 
Internal Revenue Code and the tax statutes of the Commonwealth of Virginia.  The Foundation has determined that there 
are no material unrecognized tax benefits or obligations as of June 30, 2025 and 2024.  The tax years of 2022 to 2024 
remain subject to examination by the taxing authorities. 

Note 2 – Pledges Receivable 

The Foundation’s policy is to record only written pledges.  Pledges receivable are reported at fair value, using the income 
approach with discounted cash flows.  For the years ended June 30, 2025 and 2024, the discount rate was 7.5% and 8.50%, 
respectively.  Pledges receivable are stated net of an allowance for doubtful accounts that is estimated based on historical 
collections. 

Pledges receivable consist of the following as of June 30: 

  2025  2024 

Gross amounts expected to be collected in:     
 Less than one year  $  350,473  $  481,639 
 One to five years    248,456    439,924 

    598,929    921,563 
 Allowance    (29,946)    (46,079) 
 Discount    (18,581)    (49,325) 

      Pledges receivable, net  $  550,402  $  826,159 

As of June 30, 2025, the Foundation had five conditional pledges that have not been recognized as revenue in the total 
amount of $5,106,382. 



The Virginia Foundation for Community College Education, Inc. 

Notes to Financial Statements 
June 30, 2025 

13 

Note 3 – Investments 

Investments are presented in the financial statements at fair value.  A comparison of the investment cost and fair values 
at June 30 is presented below: 

  2025 

  Cost  Fair Value  

Unrealized 
Gain (Loss) 

Equity securities  $  1,234,069  $  2,254,783  $  1,020,714 
Corporate debt securities    362,981    360,563    (2,418) 
Municipal bonds    182,035    181,866    (169) 
U.S government obligations    400,722    399,438    (1,284) 
Alternative investments – Global equity    2,750,000    2,873,993    123,993 
Alternative investments – Hedged equity    2,000,000    2,094,840    94,840 
Alternative investments – Absolute strategies    1,200,000    1,223,959    23,959 
Alternative investments – Fixed income    350,000    353,905    3,905 

      Total investments  $  8,479,807  $  9,743,347  $  1,263,540 

As of June 30, 2025, cash and cash equivalents included $2,750,000, which represented funds in-transit to the global equity 
alternative investment fund, which was funded on July 1, 2025. 

  2024 

  Cost  Fair Value  

Unrealized 
Gain (Loss) 

Equity securities  $  7,021,345  $  9,271,959  $  2,250,614 
Corporate debt securities    200,192    180,703    (19,489) 
Mutual funds    2,018,006    1,868,208    (149,798) 
U.S government obligations    306,837    276,490    (30,347) 
Real estate investment trusts    16,552    15,115    (1,437) 
Real asset funds    300,000    345,801    45,801 

      Total investments  $  9,862,932  $  11,958,276  $  2,095,344 

Net investment income is comprised of the following at June 30: 

  2025  2024 

Interest, dividends, other  $  400,614  $  422,701 
Unrealized gains (losses)    (831,804)    771,977 
Realized gains    1,753,586    611,675 
Investment fees    (58,092)    (68,010) 

      Net investment income   $  1,264,304  $  1,738,343 
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Note 4 – Investments Designated for Charitable Gift Annuities 

During the year ended June 30, 2008, the Foundation entered into charitable gift annuity agreements with two individual 
donors in which the donors contributed $100,000 and $10,000 of which the donor associated with the $10,000 gift annuity 
passed away during the year ended June 30, 2025.  The Foundation accounts for these agreements by recording their 
share of the related assets at fair value (based on fair value of underlying investment securities).  Liabilities are recorded 
for any portion of the assets held for donors or other beneficiaries equal to the present value of the expected future 
payments to be made.  The liabilities are adjusted annually for changes in the value of assets, accretion of the discount, 
and other changes in the estimates of future benefits. 

In accordance with these agreements, the Foundation pays annuities equal to 5.8% and 9.2%, respectively, of the fair 
market value of the amounts transferred on the date of the Agreements to the annuitants for their joint lives, and to the 
survivor.  The annuities are payable in equal quarterly installments of $1,450 and $230, respectively, on or before the first 
day of each January, April, July, and October.  The annuity payment liabilities are adjusted each year to their net present 
value using a discount rate of 6% and life expectancy tables included in the Internal Revenue Code. 

Note 5 – Fair Value Measurements 

Accounting standards establish a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure 
fair value.  The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or 
liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 3 measurements).  The three levels 
of the fair value hierarchy are described below: 

Level 1 – Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities in active 
markets that the Foundation has the ability to access. 

Level 2 – Inputs to the valuation methodology include: 

• quoted prices for similar assets or liabilities in active markets; 

• quoted prices for similar or identical assets or liabilities in inactive markets; 

• inputs other than quoted prices that are observable for the asset or liability; and 

• inputs that are derived principally from or corroborated by observable market data by correlation or other 
means. 

If the asset or liability has a specified (contractual) term, the level 2 input must be observable for substantially 
the full term of the asset or liability. 

Level 3 – Inputs to the valuation methodology are unobservable and significant to the fair value measurement. 

The asset or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of any input 
that is significant to the fair value measurement.  Valuation techniques used need to maximize the use of observable 
inputs and minimize the use of unobservable inputs. 

The following is a description of the valuation methodologies used for assets measured at fair value.  There have been no 
changes in the methodologies used at June 30, 2025. 
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Equity Securities, Mutual Funds, Municipal Bonds, U.S. Government Obligations, Corporate Debt 
Securities, Real Estate Investment Trusts, Other Securities, and Investments Designated for Charitable 
Gift Annuities 

Level 1 – Quoted prices are available in active markets for identical investments as of the reporting date. 

Level 2 – Quoted prices for similar assets or liabilities in active markets: quoted prices for identical or similar assets that 
are not active; and inputs other than quoted prices that are observable, such as models or other valuation methodologies. 
Valuations in this category are inherently less reliable than quoted market prices due to the degree of subjectivity involved 
in determining appropriate methodologies and the applicable underlying assumptions. 

Pledges Receivable 

Level 3 – Pledges receivable are reported at net realizable value if at the time the promise is made and payment is expected 
to be received in one year or less. Pledges receivable that are expected to be collected in more than one year are reported 
at fair value initially and, in subsequent periods, fair value is calculated as the present value of the expected future pledges 
to be received using a discount rate. 

Alternative Investments 

Net Asset Value (NAV) is used as a practical expedient for alternative investments held in partnership format for which a 
readily determinable fair value is not available. 

The following tables set forth by level, within the fair value hierarchy, the Foundation’s assets at fair value as of June 30: 

  2025 

  Level 1  Level 2  Level 3  

Measured 
at NAV  Total 

Equity securities  $  2,254,783  $  -  $  -  $  -  $  2,254,783 
Municipal bonds    -    181,866    -    -    181,866 
U.S. government obligations    -    399,438    -    -    399,438 
Corporate debt securities    -    360,563    -    -    360,563 
Alternative investments – Global equity    -    -    -    2,873,993    2,873,993 
Alternative investments – Hedged equity    -    -    -    2,094,840    2,094,840 
Alternative investments – Absolute           
 strategies    -    -    -    1,223,959    1,223,959 
Alternative investments – Fixed income    -    -    -    353,905    353,905 
Pledges receivable    -    -    550,402    -    550,402 
Investments designated for charitable            
 gift annuities – Mutual funds    42,766    -    -    -    42,766 

      Total assets at fair value  $  2,297,549  $  941,867  $  550,402  $  6,546,697  $  10,336,515 
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  2024 

  Level 1  Level 2  Level 3  Total 

Equity securities  $  9,271,959  $  -     $  -     $  9,271,959 
Mutual funds    1,868,208    -       -       1,868,208 
U.S. government obligations    -       276,490    -       276,490 
Corporate debt securities    -       180,703    -       180,703 
Real estate investment trusts    15,115    -       -       15,115 
Real asset funds    345,801    -       -       345,801 
Pledges receivable    -       -       826,159    826,159 
Investments designated for charitable         
 gift annuities – Mutual funds    44,143    -       -       44,143 

      Total assets at fair value  $  11,545,226  $  457,193  $  826,159  $  12,828,578 

The tables below set forth a summary of changes in the fair value of the Foundation’s level 3 financial assets for the year 
ended June 30: 

  

Pledges 
Receivable 

Balance, June 30, 2023  $  719,966 
 New pledges received    805,000 
 Collections, pledges receivable    (635,140) 
 Pledge adjustments    (55,150) 
 Change in allowance    18,014 
 Change in fair value    (26,531) 

Balance, June 30, 2024    826,159 
 New pledges received    197,500 
 Collections, pledges receivable    (520,134) 
 Change in allowance    16,133 
 Change in fair value    30,744 

Balance, June 30, 2025  $  550,402 
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For investments in entities that calculate net asset value or its equivalent whose fair value is not readily determinable, the 
following table provides information about the liquidity of these investments. The fair value of these investments have 
been estimated using net asset value per share of the investments. Management is not aware of any factors that would 
impact net asset value as of June 30, 2025. 

  Fair Value  

Unfunded 

Commitments  

Redemption 

Frequency 

(if Currently 

Eligible)  

Redemption 

Notice 

Period 

Global Equity  $  2,873,993  $  -  

1 year initial 

lockup, 

quarterly with 

25% investor-

level gate  105 Days 

Hedged Equity    2,094,840    -  

1 year initial 

lockup, 

quarterly with 

25% investor-

level gate  105 Days 

Absolute Strategies    1,223,959    -  

1 year initial 

lockup, 

quarterly with 

25% investor-

level gate  105 Days 

Fixed Income    353,905    -  

1 year initial 

lockup, 

quarterly with 

25% investor-

level gate  105 Days 

  $  6,546,697  $  -     

Global Equity Fund 

The Fund invests primarily in a broadly diversified portfolio with long only equity managers that invest globally across all 
sectors, countries, and market capitalizations. The main investment objective is to outperform broad equity markets over 
a full market cycle. 

Hedged Equity Fund 

The Fund is comprised of managers who seek performance from long and short positions, primarily in equities. The 
underlying positions are diversified among sectors, geographies, and market capitalization. The main investment objective 
is to generate equity-like returns with significantly less volatility over a full market cycle. 
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Absolute Strategy Fund 

The Fund is comprised of multi-strategy and non-investment grade, stressed and distressed credit managers. The main 
investment objective is to generate absolute investment returns with low volatility by exploiting market inefficiencies. 
Multi-strategy managers allocate capital opportunistically across a broad array of investments, including equities, credit, 
commodities, structured projects, currencies, etc. This component is managed with a goal of producing positive returns 
while simultaneously dampening volatility. Stressed and distressed credit managers invest in publicly and privately traded 
credit and credit-related securities. This component is managed for capital appreciation. 

Fixed Income Fund 

The Fund is comprised of 80-90% active and 10-20% passive fixed-income strategies. The main investment objective is to 
outperform broad fixed-income markets over a full market cycle. 

Note 6 – Net Assets with Donor Restrictions 

Net assets with donor restrictions consist of the following at June 30: 

  2025  2024 

Scholarships and student support  $  7,803,660  $  7,053,532 
Great Expectations    2,879,636    2,916,055 
Rural Virginia Horseshoe Initiative    317,539    285,235 
Workforce Development Initiative    291,221    322,109 
System and college support    647,811    437,499 
Implied time restriction on pledges receivable without     
 donor restrictions    44,229    42,246 

      Net assets with donor restrictions  $  11,984,096  $  11,056,676 

Net assets were released from donor restrictions when expenses were incurred to satisfy the restricted purposes or by 
occurrence of other events as specified by donors.  Restrictions were satisfied as follows for the years ended June 30: 

  2025  2024 

Scholarships and student support  $  2,538,548  $  1,921,851 
Great Expectations    975,593    717,249 
Rural Virginia Horseshoe Initiative    667,256    680,784 
Workforce Development Initiative    261,979    293,062 
System and college support    604,205    707,535 
Decrease (increase) in pledges without donor restrictions    (1,983)    19,064 

      Net assets released from restrictions  $  5,045,598  $  4,339,545 
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Note 7 – Availability and Liquidity of Financial Assets 

The following represents the Foundation’s financial assets at June 30: 

  2025  2024 

Financial assets at year-end:     
 Cash and cash equivalents  $  6,676,870  $  4,261,682 
 Pledges receivable, current portion    332,950    457,557 
 Other receivables    69,841    45,631 
 Investments     9,743,347    11,958,276 

  Total financial assets    16,823,008    16,723,146 
Less amounts not available to be used within one year:     
 Board-designated with liquidity horizons greater than one year 
 Refundable advances and interest earned on refundable advances  

  (705,714) 
  (101,726)  

  (709,478) 
  (1,371,444) 

 Net assets with donor restrictions    (11,984,096)    (11,056,676) 

      Financial assets available to meet general expenditures 
       over the next twelve months  $  4,031,472  $  3,585,548 

The Foundation’s policy is to structure its financial assets to be available as its general expenditures, liabilities, and other 
obligations come due.  As part of its liquidity plan, the Foundation transfers excess cash into pooled investments managed 
in accordance with its investment policy.  In addition, the Foundation uses a Board approved spending formula from the 
endowment to assist in funding general expenditures during the fiscal year. 

Note 8 – Endowments 

The Foundation’s endowments consist of approximately 23 funds established mainly for scholarships and education.  Its 
endowments include donor-restricted funds.  As required by GAAP, net assets associated with endowment funds are 
classified and reported based on the existence or absence of donor-imposed restrictions. On June 27, 2022, the 
Foundation created a board-designated quasi endowment fund for the DuBois Student Success Fund. The initial transfer 
of $614,000 to the board-designated endowment fund occurred September 1, 2022. 

The management of donor-restricted endowment funds is governed by state law under the Uniform Prudent Management 
of Institutional Funds (UPMIFA) law as adopted by the state legislature.  Virginia’s version of UPMIFA was enacted during 
2008.  Management and the Board have interpreted the relevant state law as requiring the preservation of the fair value 
of the original gift as of the gift date of the donor-restricted endowment funds, absent explicit donor stipulations to the 
contrary.  As a result of this interpretation, the Foundation classifies as net assets with donor restrictions (a) the original 
value of gifts donated to the permanent endowment, (b) the original value of subsequent gifts to the permanent 
endowment, and (c) 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. 
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A summary of the activity in endowment funds for the years ended June 30 is as follows: 

Endowment net assets, June 30, 2023  $  4,791,355 
 Investment income, net    691,211 
 Contributions    50,859 
 Other changes    (40,172) 
 Appropriation for expenditure    (146,034) 

Endowment net assets, June 30, 2024    5,347,219 
 Investment income, net    516,368 
 Contributions    302,500 
 Other changes    (45,348) 
 Reclassification of amounts converted by donor to endowment fund    95,999 
 Appropriation for expenditure    (183,777) 

      Endowment net assets, June 30, 2025  $  6,032,961 

In accordance with state UPMIFA law, 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 
effect of inflation and deflation, (5) the expected total return from income and the appreciation of investments, (6) other 
resources of the Foundation, and (7) the investment policies of the Foundation. 

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 the Act requires the Foundation to retain as a fund of perpetual duration.  There were no 
deficiencies as of June 30, 2025 and 2024. 

The Foundation has adopted investment and spending policies for endowment assets that attempt to provide a 
predictable stream of funding to programs supported by its endowment while seeking to maintain 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(s).  Under this policy, as approved by the Finance and Investment Committee, 
the endowment assets are invested in a manner that is intended to ensure preservation of capital.  The primary objectives 
of the Foundation’s investments are return on investment, safety, and liquidity.  Investments are sufficiently liquid to 
enable the Foundation to meet all reasonable anticipated operating requirements, and return objectives are set based on 
a standard market rate of return, taking into account the cash flow characteristics of the investments. 

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 a greater emphasis on equity based investments to 
achieve its long-term return objectives within prudent risk constraints. 

The Foundation’s current spending policy regarding endowment income is established by the Foundation’s Finance and 
Investment Committee on an annual basis but will not exceed four percent of the rolling three-year average portfolio 
value. 
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Note 9 – Contributed Services 

The Foundation received contributed services valued at $620,755 and $571,250 during 2025 and 2024, respectively, 
including accounting, management, and fundraising, provided by employees of the Virginia Community College System 
(VCCS), a public institution governed by the Virginia State Board for Community Colleges.  The Foundation and the VCCS 
work together in securing resources and generating support on behalf of Virginia’s 23 community colleges.  The 
Foundation also uses facilities owned by the VCCS on a no-cost basis. The Foundation is not able to obtain from VCCS an 
estimate of the market price of space utilized and as such, the Foundation has not recorded rent expense or related in-
kind revenue for the use of this office space. 

Note 10 – Commitments 

The Foundation is obligated under a contract for state policy and advocacy consulting through April 2024 and thereafter, 
on a month-to-month basis.  The contract calls for monthly payments of $15,000. 

Note 11 – Subsequent Events 

Management has evaluated subsequent events through June 1, 2026, the date the financial statements were available for 
issue. 



 

 

www.becpas.com 

Independent Auditor’s Report on Internal Control over 
Financial Reporting and on Compliance and Other 

Matters Based on an Audit of Financial Statements Performed in  
Accordance with Government Auditing Standards 

Board of Directors 
The Virginia Foundation for Community College Education, Inc. 
Richmond, Virginia 

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of The Virginia 
Foundation for Community College Education, Inc. (a nonprofit organization), which comprise the 
statement of financial position as of June 30, 2025, and the related statements of activities, functional 
expenses, and cash flows for the year then ended, and the related notes to the financial statements, and 
have issued our report thereon dated June 1, 2026. 

Report on Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered The Virginia Foundation 
for Community College Education, Inc.’s internal control over financial reporting (internal control) as a 
basis for designing 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 Virginia Foundation for Community College Education, Inc.’s internal control. 
Accordingly, we do not express an opinion on the effectiveness of The Virginia Foundation for Community 
College Education, Inc.’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 entity’s financial statements will not be prevented or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe 
than a material weakness, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit, we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material 
weaknesses or significant deficiencies may exist that were not identified. 
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Report on Compliance and Other Matters 

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

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of The Virginia 
Foundation for Community College Education, Inc.’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 
Virginia Foundation for Community College Education Inc.’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
CERTIFIED PUBLIC ACCOUNTANTS 

Colonial Heights, Virginia 
June 1, 2026 
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Independent Auditor’s Report on Compliance for Each 
Major Program and on Internal Control over 

Compliance Required by the Uniform Guidance 

Board of Directors 
The Virginia Foundation for Community College Education, Inc. 
Richmond, Virginia 

Report on Compliance for Each Major Federal Program 

Qualified Opinion on Each Major Federal Program 

We have audited The Virginia Foundation for Community College Education, Inc.’s compliance with the 
types of compliance requirements identified as subject to audit in the OMB Compliance Supplement that 
could have a direct and material effect on each of The Virginia Foundation for Community College 
Education Inc.’s major federal programs for the year ended June 30, 2025. The Virginia Foundation for 
Community College Education Inc.’s major federal programs are identified in the summary of auditor’s 
results section of the accompanying schedule of findings and questioned costs. 

Qualified Opinion on: 

  84.116Z Improving the Quality of Early Childhood Educators 
  84.116Z College and Career Success for Foster Youth through Work-based Learning 

Opportunities and Coaching Support 
  84.116Z Equipment for Skilled Trades Training Programs as part of the Virginia 

Infrastructure Academy 

In our opinion, except for the noncompliance described in the Basis for Qualified Opinion section of our 
report, The Virginia Foundation for Community College Education, Inc. complied, in all material respects, 
with the compliance requirements referred to above that could have a direct and material effect on  
Improving the Quality of Early Childhood Education under ALN 84-116Z, College and Career Success for 
Foster Youth through Work-based Learning Opportunities and Coaching Support under ALN 84-116Z and 
Equipment for Skilled Trades Training Programs as part of the Virginia Infrastructure Academy under ALN 
84-116Z for the year ended June 30, 2025. 

Basis for Qualified Opinion 

We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and the audit requirements of Title 2 
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and 
Audit Requirements for Federal Awards (Uniform Guidance). Our responsibilities under those standards 
and the Uniform Guidance are further described in the Auditor’s Responsibilities for the Audit of 
Compliance section of our report. 
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We are required to be independent of The Virginia Foundation for Community College Education, Inc. and 
to meet our other ethical responsibilities, in accordance with 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 opinion on compliance for each major federal program. Our audit does not provide a legal 
determination of The Virginia Foundation for Community College Education Inc.’s compliance with the 
compliance requirements referred to above. 

Matters Giving Rise to Qualified Opinion on: 

  84.116Z Improving the Quality of Early Childhood Educators 
  84.116Z College and Career Success for Foster Youth through Work-based Learning 

Opportunities and Coaching Support 
  84.116Z Equipment for Skilled Trades Training Programs as part of the Virginia 

Infrastructure Academy 

As described in the accompanying schedule of findings and questioned costs, The Virginia Foundation for 
Community College Education, Inc. did not comply with the requirements regarding Improving the Quality 
of Early Childhood Education under ALN 84-116Z, College and Career Success for Foster Youth through 
Work-based Learning Opportunities and Coaching Support under ALN 84-116Z and Equipment for Skilled 
Trades Training Programs as part of the Virginia Infrastructure Academy under ALN 84-116Z as described 
in finding numbers 2025-01 for Cash Management, 2025-02 for Reporting and 2025-03 for Subrecipient 
Monitoring. 

Compliance with such requirements is necessary, in our opinion, for The Virginia Foundation for 
Community College Education, Inc. to comply with the requirements applicable to those programs. 

Responsibilities of Management for Compliance 

Management is responsible for compliance with the requirements referred to above and for the design, 
implementation, and maintenance of effective internal control over compliance with the requirements of 
laws, statutes, regulations, rules, and provisions of contracts or grant agreements applicable to The 
Virginia Foundation for Community College Education, Inc.’s federal programs. 

Auditor’s Responsibility for the Audit of Compliance 

Our objectives are to obtain reasonable assurance about whether material noncompliance with the 
compliance requirements referred to above occurred, whether due to fraud or error, and express an 
opinion on The Virginia Foundation for Community College Education, Inc.’s compliance based on our 
audit. 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 generally accepted auditing standards, 
Government Auditing Standards, and the Uniform Guidance will always detect material noncompliance 
when it exists. The risk of not detecting material noncompliance resulting from fraud is higher than the 
risk resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control. Noncompliance with the compliance requirements 
referred to above is considered material if there is a substantial likelihood that, individually or in the 
aggregate, it would influence the judgment made by a reasonable user of the report on compliance about 
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The Virginia Foundation for Community College Education, Inc.’s compliance requirements of each major 
federal program as a whole. 

In performing an audit in accordance with generally accepted auditing standards, Government Auditing 
Standards, and the Uniform Guidance, we: 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 

• Identify and assess the risks of material noncompliance, 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 Virginia Foundation for Community College Inc.’s compliance 
with the compliance requirements referred to above and performing such other procedures as 
we considered necessary in the circumstances. 

• Obtain an understanding of The Virginia Foundation for Community College Education, Inc.’s 
internal control over compliance relevant to the audit in order to design audit procedures that 
are appropriate in the circumstances and to test and report on internal control over compliance 
in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on 
the effectiveness of The Virginia Foundation for Community College Education, Inc.’s internal 
control over compliance. Accordingly, no such opinion is expressed. 

We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit and any significant deficiencies and material weaknesses in 
internal control over compliance that we identified during the audit. 

Other Matters 

Government Auditing Standards require the auditor to perform limited procedures on The Virginia 
Foundation for Community College Education, Inc.’s response to the noncompliance findings identified in 
our compliance audit described in the accompanying schedule of findings and questioned costs. The 
Virginia Foundation for Community College Education, Inc.’s response was not subjected to the other 
auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the 
response. 

Report on Internal Control over Compliance 

Our consideration of internal control over compliance was for the limited purpose described in the 
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to identify all 
deficiencies in internal control over compliance that might be material weaknesses or significant 
deficiencies in internal control over compliance and therefore, material weaknesses or significant 
deficiencies may exist that were not identified. However, as discussed below, we did identify certain 
deficiencies in internal control over compliance that we consider to be material weaknesses. 

A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency, 
or a combination of deficiencies, in internal control over compliance, such that there is a reasonable 
possibility that material noncompliance with a type of compliance requirement of a federal program will 
not be prevented, or detected and corrected, on a timely basis.  
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A significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, 
in internal control over compliance with a type of compliance requirement of a federal program that is 
less severe than a material weakness in internal control over compliance, yet important enough to merit 
attention by those charged with governance. We consider the deficiencies in internal control over 
compliance described in the accompanying schedule of findings and questioned costs as items 2025-01 
through 2025-03 to be material weaknesses. 

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal 
control over compliance. Accordingly, no such opinion is expressed. 

Government Auditing Standards requires the auditor to perform limited procedures on The Virginia 
Foundation for Community College Education, Inc.’s response to the internal control over compliance 
findings identified in our compliance audit described in the accompanying schedule of findings and 
questioned costs. The Virginia Foundation for Community College Education, Inc.’s response was not 
subjected to the other auditing procedures applied in the audit of compliance and, accordingly, we 
express no opinion on the response. 

The purpose of this report on internal control over compliance is solely to describe the scope of our testing 
of internal control over compliance and the results of that testing based on the requirements of the 
Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 

 
CERTIFIED PUBLIC ACCOUNTANTS 

Colonial Heights, Virginia 
June 1, 2026 
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  Federal  Pass-Through  Passed  Total 
Federal Grantor/Pass-Through  AL  Entity Identifying  Through to  Federal 

Grantor/Program Title  Number  Number  Subrecipients  Expenditures 
 

Expenditures of Federal Awards           
U.S. Department of Education           
 Improving the Quality of Early Childhood 

Education  84-116Z  N/A  $ 309,387  $ 679,083 
 College and Career Success for Foster Youth 

through Work-based Learning Opportunities 
and Coaching Support  84-116Z  N/A   45,000   245,850 

 Equipment for Skilled Trades Training 
Programs as part of the Virginia 
Infrastructure Academy  84-116Z  N/A   1,328,293   1,475,881 

      Total U.S. Department of Education       1,682,680   2,400,814 

      Total Expenditures of Federal Awards      $ 1,682,680  $ 2,400,814 
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Note 1 – Basis of Presentation 

The accompanying Schedule of Expenditures of Federal Awards (the “Schedule”) includes the federal award activity of The 
Virginia Foundation for Community College Education, Inc. under programs of the federal government for the year ended 
June 30, 2025. The information in this Schedule is presented in accordance with the requirements of Title 2 U.S. Code of 
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal 
Awards (“Uniform Guidance”). Because the Schedule presents only a selected portion of the operations of The Virginia 
Foundation for Community College Education, Inc., it is not intended to and does not present the financial position, 
changes in net assets, or cash flows of The Virginia Foundation for Community College Education, Inc. 

Note 2 – Summary of Significant Accounting Policies 

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are recognized 
following the cost principles contained in the Uniform Guidance, wherein certain types of expenditures are not allowable 
or are limited as to reimbursement. 

Note 3 – Indirect Cost Rate 

The Virginia Foundation for Community College Education, Inc. has elected to use the 10 percent de minimis indirect cost 
rate as allowed under the Uniform Guidance. 

Note 4 – Outstanding Loan Balances 

At June 30, 2025, The Virginia Foundation for Community College Education, Inc. had no outstanding loan balances 
requiring disclosure. 
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A – Summary of Auditor’s Results 

Financial Statements 

Type of report the auditor issued on whether the  
financial statements audited were prepared in  
accordance with GAAP:  Unmodified  

Internal control over financial reporting: 
 Material weaknesses identified?   Yes  X   No 
 Significant deficiency(s)?   Yes  X   None reported 
 Noncompliance material to financial statement 
   noted?   Yes  X   No 

Federal Awards 

Internal control over major federal programs: 
 Material weaknesses identified?  X Yes     No 
 Significant deficiency(s)?   Yes  X   None reported 
 Noncompliance material to federal awards?  X Yes     No 
 Type of auditor’s report issued on compliance for  
  major federal programs:     Modified  
 Any audit findings disclosed that are required  
  to be reported in accordance with section 2  
   CFR 200.516 (a)?  X Yes     No 

Identification of major federal programs: 

  CFDA Number(s)  Name of Federal Program or Cluster  
    
  84.116Z Improving the Quality of Early Childhood Educators 

  84.116Z College and Career Success for Foster Youth through Work-based Learning Opportunities 
and Coaching Support 

  84.116Z Equipment for Skilled Trades Training Programs as part of the Virginia Infrastructure 
Academy 

   

Dollar threshold used to distinguish between  
  Type A and Type B Programs:  $750,000    

Auditee qualified as a low-risk auditee?   Yes  X   No 

B - Findings – Financial Statement Audit 

None. 
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C – Findings and Questioned Costs – Major Federal Awards 

2025-001 – US Department of Education (Material Weakness and Material Noncompliance) – Cash 
Management 

Condition  The Foundation had advance draws of funds on a quarterly basis and as such had funds on 
hand when there was not an immediate cash requirement to meet disbursement need to 
carry out the various programs or project costs. 

Criteria  The Foundation is responsible for establishing and maintaining effective internal controls 
that provide reasonable assurance the Foundations is managing federal awards in 
compliance with the terms and conditions of the federal awards. 

Federal regulations that advance payments to a recipient must be limited to the minimum 
amounts needed and be timed with actual, immediate cash requirements of the recipient 
carrying out the purpose of the approved programs or projects. The time and amount of 
advance payments must be close as is administratively feasible to the actual disbursements 
by the recipient for direct program or project costs and the proportionate share of any 
allowable indirect costs. 

Cause  The Foundation incorrectly determined that it was appropriate to make requests for 
advances on a quarterly basis rather than making requests when there was an immediate 
cash requirement in order to carry out the purpose of the approved programs or projects. 

Effect  Funds were held requested and received and held longer in the Foundation’s cash account 
than allowed by Federal regulations. 

Questioned costs  $-0- 

Recommendation  We recommend that the Foundation implement proper procedures and processes to ensure 
that requests for advance payments be limited to the minimum amounts needed and be 
timed with actual, immediate cash requirements to carry out the purpose of approved 
programs and projects. 

View of Responsible Officials  The Foundation is of the opinion that finding number 2025-001 for Cash Management is not 
applicable to the Equipment for Skilled Trades Training Programs as part of the Virginia 
Infrastructure Academy under ALN 84-116Z as requests for advance payments were limited 
to the minimum amounts needed and were timed with actual, immediate cash requirements 
to carry out the purpose of the approved programs and projects.  

With regards to College and Career Success for Foster Youth through Work-based Learning 
Opportunities and Coaching Support under ALN 84-116Z, the Foundation was notified by the 
U.S. Department of Education on September 12, 2024, that unused principal be returned. 
On September 25, 2024, the funds in the amount of $753,800 were refunded by wire 
transfer. This was the only notification the Foundation received from the U.S. Department 
of Education; no other notification was received regarding other advance payments made 
during the fiscal year. 

With regards to Improving the Quality of Early Childhood Educators under ALN 84-116Z, the 
Foundation did not receive any notification from the U.S. Department of Education 
requesting that advance payments be returned. 
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In all instances of advance payments, the Foundation maintained funds in interest bearing 
accounts as outlined in the respective agreements for the three federal awards.  

With regards to the requests for advances that were made on a quarterly basis, the 
respective agreements for the three federal awards do not explicitly outline a timeframe for 
advance payments, nor did these advances trigger the federal government’s threshold for 
excessive drawdown. Estimated quarterly advance payments were made from the 
uncertainty of the U.S. Department of Education clawing back award funding while ensuring 
sufficient cash on hand to support approaching distributions to students and colleges and 
mitigating risk to the Foundation covering respective distributions with its own funds. Brown 
Edwards shared the suggested interpretation is a one-to-three-day timeframe between 
drawdown and distribution. 

Action taken: The Foundation calculated advance payment balances as of November 4, 2025, 
and issued respective returns to the U.S. Department of Education on November 5, 2025. 
Subsequent drawdowns have been made on a reimbursement basis. 

Action planned: The Foundation will revise its policies and procedures for requesting federal 
funds to ensure that requests for advance payments be limited to the minimum amounts 
needed and be timed with actual, immediate cash requirements to carry out the purpose of 
approved programs and projects.  

Specific steps: The Foundation will develop and implement a written policy requiring a 
documented review of immediate cash needs before any federal fund drawdown request is 
submitted and establishing a process to request funds on a reimbursement basis or just-in-
time advance basis to align drawdowns with actual disbursements. 

Responsibility: The Chief Operating Officer and Finance Manager will work to draft the policy 
and will bring it to the Audit Committee for review and approval. 

Timeline: Policy approved and implemented by February 2026. 

2025-002 – US Department of Education (Material Weakness and Material Noncompliance) - Reporting 

Condition  Proper reporting was not completed in accordance with the grant agreements. 

Criteria  The Foundation is responsible for establishing and maintaining effective internal controls 
that provide reasonable assurance the Foundations is managing federal awards in 
compliance with the terms and conditions of the federal awards. 

In accordance with the Federal Funding Accountability Transparency Act (FFATA), the 
Foundation had an obligation to report first-tier subawards under Federal grants that are 
funded at $30,000 or more that meet the reporting conditions as set forth in the grant award 
term. 

Cause  The Foundation had made the determination that the community colleges that they 
provided funding to were contractors and not subrecipients. This was an incorrect 
determination as the community colleges did not provide any goods or services to the 
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Foundation in exchange for the funds distributed and as such should have been considered 
subrecipients and reported in accordance with the FFATA regulations. 

Effect  The Foundation did not file three FFATA reports in accordance with the grant agreements. 

Questioned costs  $-0- 

Recommendation  The Foundation should consult with the federal funding agency to determine the 
requirements for proper reporting in accordance with the grant agreements. 

View of Responsible Officials  In partnership with the federal program officers assigned to the three federal grant awards, 
the Foundation filed all required reporting available in SAM.gov by the specified due dates.  

Action taken: Following the government reopening, the Foundation reached out multiple 
times to the federal program officers to clarify and determine the requirements for proper 
reporting in accordance with the grant agreements. The response received was that they 
were not familiar with the Federal Funding Accountability Transparency Act and suggested 
filing the report independently. 

Action planned: Based on the response, the Foundation will file the required reporting. 

Specific steps: The Foundation will work with the U.S. Department of Education to ensure 
the proper steps for filing the missing reports are taken and all required information is 
submitted. In addition, the Foundation will develop and implement a written policy to 
provide clear guidance on FFATA reporting responsibilities, including the criteria for 
identifying reportable subawards and the required submission process and deadlines 
alongside an internal review process. 

Responsibility: 

• The Director of Development, Chief Operating Officer, and Finance Manager will 
ensure the three FFATA reports are filed.  

• The Chief Operating Officer and Finance Manager will work to draft the policy and 
will bring it to the Audit Committee for review and approval. 

Timeline:  

• The Foundation will file required reporting alongside due dates outlined by Federal 
Funding Accountability Transparency Act. 

• Policy approved and implemented by March 2026. 

2025-003 – US Department of Education (Material Weakness and Material Noncompliance) – 
Subrecipient Monitoring 

Condition  The Foundation did not perform subrecipient monitoring procedures in accordance with 
federal regulations. 

Criteria  The Foundation is responsible for establishing and maintaining effective internal controls 
that provide reasonable assurance the Foundations is managing federal awards in 
compliance with the terms and conditions of the federal awards. 

Federal regulations require recipients of federal awards to ensure their subrecipients 
expending $750,000 or more during fiscal years prior to October 1, 2024, are audited in 
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accordance with requirements in 2 CFR 200 Subpart F, and then to perform certain actions 
dependent upon audit results. To satisfy this requirement, the Foundation is required to: 

• Ensure the subrecipient received an audit or consider sanctions per 2 CFR 200.339. 

• Ensure the subrecipient takes corrective action on all findings negatively affecting 
subawards. 

• Issue a management decision within six months of the Federal Audit Clearinghouse’s 
acceptance of the subrecipient’s audit report if there were findings pertaining to the 
agency’s subawards. 

Cause  The Foundation was not aware of the federal regulations regarding the requirements for 
proper subrecipient monitoring. 

Effect  Subrecipients were not properly monitored by the Foundation in accordance with federal 
regulations. 

Questioned costs  $-0- 

Recommendation  We recommend that the Foundation implement proper procedures and processes to ensure 
that subrecipients are monitored in accordance with federal regulations. 

View of Responsible Officials  The Foundation did indicate to the subrecipients that the subawards were federal funds and 
outlined terms and uses associated with the subawards. The Foundation also monitored and 
reviewed subrecipient reimbursement submissions and corresponding support to ensure 
requests complied with the terms and conditions of the subaward. 

Action planned:  

• Develop and implement written policies and procedures that: 
o Establish a formal process for identifying all subrecipients receiving federal 

awards and determining which ones meet the single audit threshold. 
o Define procedures to ensure subrecipients complete the required audits 

under 2 CFR 200 Subpart F. 
o Outline steps for reviewing subrecipient audit reports, identifying findings 

related to the Foundation's subawards, and ensuring the subrecipient 
develops a corrective action plan for those findings. 

o Formalize the process for the Foundation to issue a management decision 
on relevant findings within the required six-month timeframe. 

o Include procedures for considering sanctions if a subrecipient does not 
comply with audit requirements. 

• Perform a lookback review: 
o Review existing subrecipient agreements to identify any instances of non-

compliance with past monitoring requirements and ensure the necessary 
follow-up actions (e.g., obtaining audit reports, issuing management 
decisions) are completed for those periods. 

• Establish a monitoring system: 
o Implement a tracking system (e.g., a spreadsheet or software) to monitor 

the status of subrecipient audits, deadlines for management decisions, and 
follow-up on corrective actions. 

o Designate a responsible individual/department to oversee the subrecipient 
monitoring process and ensure all requirements are met consistently.  
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Responsibility: The Chief Operating Officer and Finance Manager will work to draft the policy 
and will bring it to the Audit Committee for review and approval. The Finance Manager will 
be responsible for overseeing the implementation and ongoing compliance of the new 
subrecipient monitoring procedures. 

Timeline:  

• February 2026: Policy approved and implemented, and lookback review of prior 
periods completed. 

• Ongoing: Continuously monitor subrecipients and ensure timely action is taken on 
all future audit findings. 

 


