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Guzman & Gray

Certified Public Accountants

45410 East Pacific Coast Highway, Suite 270 Mark Gray, C.PA.
Long Beach, California 80804 Patrick S. Guzman, C.PA.

(562) 498-0997  Fax: (662) 597-7358 INDEPENDENT AUDITORS® REPORT

To the Board of Directors

CSU Fullerton,

Auxiliary Services Corporation
Fullerton, California

We have audited the accompanying statement of financial position of CSU Fullerton Auxiliary Services Corporation (a
California State university Auxiliary Organization) (ASC) as of June 30, 2008, and the related statements of activities,
changes in net assets, and cash flows for the year then ended. These financial statements are the responsibility of the
ASC’s management. Our responsibility is to express an opinion on these financial statements based on our andits.
The prior year summarized comparative information has been derived from the Organization’s June 30, 2007 financial
statements and, in our report dated August 30, 2007 we expressed an unqualified opinion on those financial statements.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evalvating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects. The financial position
of ASC as of June 30, 2008, and the changes in its net assets and its cash flows for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated September 9, 2008, on our
consideration of ASC’s internal control over financial reporting and our tests of compliance with certain provisions of
laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to describe the scope
of our testing of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards and important for assessing the results of our
audit.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The
supplementary information included in schedules on pages 18 — 27 is presented for purposes of additional analysis and
is not required by U.S. Office of Management and Budget Circular A-133, Audifs of States, Local Governments, and
Non-Profit Organizations, and is not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and , in our opinion, is fairly
stated, in all material respects, in relation to the basic financial statements taken as a whole.

Guzman & Gray CPAs

Long Beach, California
September 9, 2008
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CSU FULLERTON AUXILIARY SERVICES CORPORATION

Statement of Cash Flows
Year ended June 30, 2008

(With comparative financial information for the year ended June 30, 2007)

Cash flows from oparating activities:
Change in net assets
Adjustments to reconcile change in net assets to net cash and
cash equivalents provided by operating activities:
Depreciation and amortization
Realized and unrealized {(gain) loss on investments
Gain on the sale of equipment
Decrease (increase) in value of annuity and [ife estate investments
Changes in assets and liabilities:
Decrease (increase) in accounts receivable
Decrease (increase) in inventories
Decrease (increase) in other current assets
Decrease (increase) in restricted cash
Decrease (increase) in due from affiliates
Decrease (increase) in capital lease receivable
Increase {decrease} in bond payable
Increase {decrease) in accounts payable
Increase {decrease) in accrued liabilities
Increase (decrease) in receipts in excess of expenditures
on specific sponsored programs
Increase (decrease) in deposits held in custody for others
Increase (decrease) in amount held for others
Increase (decrease) in annuity and unitrost payable

Net cash and cash equivalents provided by
operating activities

Cash and cash equivalents from investing activities:
Purchase of fixed assets
Proceeds from sale of fixed assets
Purchase /Sales of investments net of (gain)/ loss

Net cash and cash equivalents used in
investing activities

Cash and cash equivalents from financing activities:
Payments on bonds and capital jease obligations

Net cash and cash equivalents used in
financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Supplemental disclosure of cash flow information:
Cash paid during the year for interest

Cash paid during the year for income taxes

2008 2007
1,071,046 1,337,195
849,141 721,447
619,425 {1,191,805)
(14,760 (1,541)
83,922 (19,578)
(471,950) 1,167,202
2,013,804 (1,247,047)
121,093 {117,068)
(1,178,939) (161,744}
(3,148,720} {615,038)
605,000 718,453
{865,351) 661,311
{735,786) 984,010
1,160,859 (43,897)
501,304 372,004
- (296,341}
(41,286) 20,674
568,762 2,288,237
(865,783) (780,366)
14,760 1,541
(55,135) 28,512
{906,158) (750,313)
(580,000) (565,000}
(580,000) (565,000}
(917,396) 972,924
11,859,468 10,886,544
10,942,072 11,859,468
1,517,878 1,540,303
None None

See accompanying independent auditors' report and notes to the financial statements
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CSU FULLERTON AUXILIARY SERVICES CORPORATION
Notes to Financial Statements

June 30, 2008

Organization

CSU Fullerton Auxiliary Services Corporation (ASC) is a nonprofit California corporation that is
an auxiliary organization of California State University, Fullerton (the University). ASC assists the
University in various activities, including developing and administering research and educational
grants and contracts, conducting bookstore, food service, college park building, and administering
various educationally-related functions, special programs, and other activities.

Summary of Significant Accounting Policies

A summary of ASC’s significant accounting policies applied in the preparation of the
accompanying financial statements follows:

(@)

(b)

Buasis of Accounting

The financial statements have been prepared on the accrual basis of accounting.

Basis of Presentation

The financial statements of ASC have been presented in accordance with the Awditing and
Accounting Guide for Not-For-Profit Organizations issued by the American Institute of
Certified Public Accountants. Accordingly, net assets of ASC and changes therein are
classified and reported as follows:

Unrestricted Net Assets

Unrestricted net assets include all net assets that are not subject to donor-imposed restrictions
and can be expendable for any purpose in performing the primary function of ASC.
Restricted assets received and expended in the fiscal year are accounted for as unrestricted
activities. Restricted assets received and expended in the same fiscal year are accounted for
as unrestricted activity. ASC groups its assets, liabilities, revenues, and expenses into certain
classifications within unrestricted net assets. A description of each classification follows:

General

General contains those transactions not included in other classifications. This
classification includes administrative functions as well as sponsored programs’ activity.
Sponsored programs’ activity includes research and educational grants and contracts
from government and private institutions as well as the non-credited University’s
Extended Education Program.

Designated

Designated represents the activity of certain assets which ASC’s board of directors has
set aside for specific purposes.

College Park

College Park activities represent transactions related to the lease financing transaction
of the building, related expenditures and debt service on bonds outstanding.
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CSU FULLERTON AUXILIARY SERVICES CORPORATION
Notes to Financial Statements

June 30, 2008

Summary of Significant Accounting Policies (continued)
Auxiliary Enterprise Activities

Auxiliary activities represent transactions related to ASC’s ongoing revenue producing,
self-supporting activities that are conducted in support of the University’s activities. It
is ASC’s policy to record and group all of the auxiliary activities’ administrative
expenses as part of the “general” classification. The auxiliary enterprise activities
consist primarily of the activities of the bookstore, food service, and vending
operations at the University and a wildlife sanctuary located near the University.

Agency Accounts

The agency accounts represent funds held by ASC for others, excluding certain gifts
recorded as assets held in trust and reported as part of the quasi-endowments. Included
are funds administered by ASC on behalf of University academic and administrative
units and other campus organizations, which are shown as deposits held in custody for
others on the statement of financial position. As ASC is acting as an agent for the
transactions of these units, the revenue and expense activity of the campus
organizations is not recorded in the statements of activities, although ASC does track
the activity for such organizations.

University Extended Education

ASC has entered into a contract with the University’s Extended Education Program.
This program is responsible for providing delivery of noncredit, instructionally related
programs and courses provided by ASC. For fiscal year 2008, net revenues over
expenses totaling $651,816 are included in the statement of activities under the general
funds activities.

Quasi-Endowments

Quasi-endowment accounts primarily represent transactions that the ASC’s board of
directors has designated as income-producing investments where the principal is not to
be used to support general activities of ASC. Such assets have no donor-imposed
restrictions or the restrictions have already expired.

Temporarily Restricted Net Assets

Temporarily restricted net assets are net assets whose use is limited by either donor-imposed
time restrictions or purpose restrictions. Time restrictions require resources to be used in a
certain period or after a specified date. Purpose restrictions require resources to be used for a
specific purpose. ASC groups its assets, liabilities, revenues, and expenses into a certain
classification within temporarily restricted net assets as follows:

Endowments

Endowment accounts include gifts made to ASC for which donor-imposed restrictions
have not been met. These gifts are typically in the form of charitable remainder trusts
or charitable annuities received by ASC. The assets are recorded at fair value, with
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CSU FULLERTON AUXILIARY SERVICES CORPORATION
Notes to Financial Statements

June 30, 2008

Summary of Significant Accounting Policies (continued)

(c)

(d)

(¢)

both a corresponding liability representing the amounts due to the annuitant and net
assets Tepresenting the remainder interest that will ultimatety revert to ASC. When a
donor restriction expires, temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statement of activities as net assets released
from restrictions.

Permanently Restricted Net Assets

Permanently restricted net assets are net assets that are subject to donor-imposed restrictions
that the principal be maintained in perpetuity and invested for the purposes of providing a
permanent source of income. ASC had no permanently restricted net assets as of June 30,
2008.

Grants and Contracts

ASC serves as administrator for various grants and contracts awarded to the University by
both governmental and private institutions. Contractual and earned recetvables from grants
and contracts activities totaled $2,445371 for Jume 30, 2008 and are shown in the
accompanying statement of financial position as sponsored programs recetvables. Amounts
received by ASC in excess of expenditures totaling $3,313,612, for June 30, 2008 are
presented in the accompanying statement of financial position as receipts in excess of-
expenditures on sponsored programs. Support received under grants and contracts is
recorded as revenue as it is earned through expenditures in accordance with the agreements.
Grants and Contracts are subject to review by the grantor. ASC believes it is materially in
compliance with all provisions of grants and contracts.

Cash and Cash Equivalents

Cash and cash equivalents consist primarily of investments in the State Treasurer’s Local
Agency Investment Fund (LAIF), fixed income securities, and deposits at financial
institutions. ASC considers all highly liquid investments with an original maturity of three
months or less when purchased to be cash equivalents.

Concentration of Credit

ASC maintains its cash accounts with several major commercial banks and financial
institutions and is exposed to credit risk for amounts exceeding amounts insured by the
Federal Deposit Insurance Corporation. In addition, the majority of the investment portfolio
at June 30, 2008 was held by Local Agency Investment Fund. ASC has not experienced any
losses in such accounts and believes it is not exposed to any significant credit risk for cash
and cash equivalents.
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CSU FULLERTON AUXILIARY SERVICES CORPORATION
Notes to Financial Statements

June 30, 2008

Summary of Significant Accounting Policies (continued)

1)

(g

()

(i)

0

Restricted Cash

In conjunction with the bond indenture agreement (note 3), ASC is required to maintain
certain cash reserve requirements. Cash balances maintained to meet reserve reguirements
are not available for use by ASC.

Receivables

Receivables are primarily comprised of reimbursements for grants and contract expenditures
according to contractual agreements, amounts due from various University departments for
computer sales, bookstore sales, and catering services.

Accounts receivables arc stated at the amount management expects to collect from
outstanding balances. Management provides for probable uncollectible amounts through a
provision for bad debt expense and adjustment to a valuation allowance based on its
assessment of the current status of individual accounts. Balances that are still outstanding
after management has used reasonable collection efforts are written off through a charge to
the valuation allowance and credit to accounts receivable. Changes in the valuation
allowance have not been material to the financial statements.

Investments

ASC accounts for investments in equity securities with readily determinable fair values,
ifvestments in debt securities, and investments in real cstate at fair value, with gains and
losses included in the statement of activities. Gains and losses on investments are reported in
the statement of activities as increases or decreases in unrestricted net assets unless their use
is temporarily or permanently restricted by donor-imposed stipulations.

Inventories

ASC accounts for inventories using the retail-inventory method of accounting, at the lower of
cost (first-in, first-out method) or market. Inventories consist of books, computers, supplies,
clothing and food.

Property, Plant, and Equipment

Fixed assets are stated at cost or, if donated, at their estimated fair market value at the date of
donation. Betterments that materially prolong the life of assets are capitalized. Repairs and
maintenance that do not prolong the life of assets are expensed currently. Depreciation and
amortization for year ended June 30, 2008 was $849,141.

Depreciation and amortization are calculated on the straight-line method and are based upon
the estimated useful lives of the assets, which range from three to ten years. Leasehold
improvements are amortized using the straight-line method over their estimated usefu! lives
or the term of the lease, whichever is shaiter.

10
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CSU FULLERTON AUXILIARY SERVICES CORPORATION
Notes to Financial Statements

June 30, 2008

Summary of Significant Accounting Policies (continued)

(k)

@

(m)

Estimates

In preparing financial statements in conformity with accounting principles generally accepted
in the United States of America, management is required 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 revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Income Taxes

ASC is exempt from federal income and California franchise taxes under Sections 501(c)(3)
of the Internal Revenue Code and 23701(d) of the California Revenue and Taxation Code,
respectively. No income tax provision has been recorded as the net income, if any, from
unrelated trade or business, in the opinion of management, is not material to the financial
statements taken as a whole.

Comparative Data/Reclassification

The financial statements include certain prior year summarized comparative information in
total but not by net asset class. Such information does not include sufficient detail to
constitute a presentation in conformity with accounting principles generally accepted in the
United States of America. Accordingly, such information should be read in conjunction with
ASC’s financial statements for the year ended June 30, 2007. Certain reclassifications have
been made to assist in comparability.

(n) Functional Expense

ASC’s expenses were allocated between programs and management as follows:

Program $ 48,073,044
Management 3.733.225
Total Expenses $ 51,806,269

11
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CSU FULLERTON AUXILIARY SERVICES CORPORATION
Notes to Financial Statements

June 30, 2008

Bonds Payable/Capital Lease Receivable

Bonds outstanding at June 30, 2008 mature through May 1, 2038 as follows:

Year ending June 30: Principal Interest
2009 $ 605,000 1,491,323
2010 635,000 1,459,773
2011 665,000 1,425,123
2012 705,000 1,389,810
2013 740,000 1,354,415
Thereafter 22,625,000 14,387,974

$ 26,275,000 21,508,417

(@) The CSU Fullerfon Auxiliary Services Corporation, on behalf of the University, issued

Auxiliary Organization Revenue Bonds, $18,990,000 Series 2000A and $9,275,000 Series B
remarketed bonds to provide conduit financing for the acquisition of a ten-story office
building adjacent to the University. The bonds bear interest at varying rates averaging 4.6%;
semiannual deposits are made into a debt reserve fund in an amount equal to the required
interest payment plus one-half of the principal of the bonds.

As specified in the bond indenture, the bonds outstanding at June 30, 2008 are secured by
revenues derived from the Office Building (the Project Revenues) and other amounts held
under the indenture to secure payment of the principal of, premium, if any, and interest on the
Bonds.

The term of the related capital lease agreement between ASC and the University is 30 years
during which time the University will be obligated to make rental payments to ASC at
estimated market value amounts, or at least amounts sufficient to pay regularly scheduled
debt service including interest on the bonds. Accordingly, ASC has recorded a capital lease
receivable of $23,553,333 (Current portion $605,000, Long term $22,948,333) representing
the $25,670,000 bond Hability less $2,721,667 restricted cash set aside for debt service. Title
to the Office Building will be transferred to the University upon the retirement or defeasance
of all the outstanding bonds. The excess of lease related receipts over bond related payments
will accrue to ASC to cover operation and maintenance expenses related to the Office
Building.

ASC maintains accounts for bond reserves, unexpended bond proceeds, and other funds
required by the bond indenture. The amounts held in the Debt Reserve Fund reduce the lease
receivable due from the University. The Interest expense on bonds payable for the year
ended June 30, 2008 was $1,517,878.

12




CSU FULLERTON AUXILIARY SERVICES CORPORATION
Notes to Financial Statements

June 30, 2008

(4) Investments
ASC investments are generally Common Fund and publicly-traded marketable securities and
include the following at June 30, 2008:
Fair Market Cost of Unrealized
Value Investment Gain {Loss)
Investments:
Certificates of Deposit 218,566 200,060 18,566
Common Fund Equity 2,097,243 1,630,103 467,140
Wachovia Securily - Equity 1,797,403 1,500,000 297,403
Charles Schwab - Equity 1,764,763 1,500,000 264,763
Fixed Income Security 192,801 200,000 (7,199)
Wachovia Securily - Annuity 302,268 200,000 102,268
Charies Schwab - Stocks 80,728 66,989 13,739
Total 5,453,772 5,297,092 1,156,680
Annuity & Life Estate Investments:
Cash $ 4,929 116 4,813
Equity Securities 214,513 175,070 39,443
Money Market Funds 4,766 8,524 (3,758)
Mutual Funds 48,905 45,643 3,262
Debt Securities 62,577 175,312 {112,735}
Annual Fixed Allocation 119,319 135,045 (15,728)
Total 3 455,009 539,710 (84,701)
(5) Line of Credit
ASC maintains a $500,000 bank line of credit which is unused as of June 30, 2008. Interest is
payable at a prime rate plus 1% (5% at June 30, 2008). The line of credit expires November 15,
2008.
(6) Deferred Compensation Plan

The Teachers Insurance and Annuity Association College Retirement Equities Fund (TTAA-CREF)
program is a tax-sheltered annuity program qualified under Code Section 403(b). This is a defined
contribution type plan under which an employee contributes 5% and ASC contributes 8% of an
employee’s annual salary to an account established for that employee. An option made available
July 1997 allows the employee and employer to coniribute 2% and 4%, respectively. Both
employee and ASC contributions are 100% vested when the contributions are made. The
contributions accumulate earnings in an account on a tax-deferred basis, while the employee
remains employed. On termination of employment each employee is entitled to the balance of his or
her account. Employees can also choose to contribute additional funds into TIAA-C Supplemental
retirement Annuity Certificates. Employee deferrals are limited to $20,500 per employee per year in
aggregate for 403 plan, and $15,500 maximum deferral limit for 457(b) plan. It is the policy of
ASC to fund benefit costs as they are incurred. Total benefit expense for the year ended June 30,
2008 was $374,034.

13




CSU FULLERTON AUXILIARY SERVICES CORPORATION
Notes to Financial Statements

June 30, 2008

(7) Postretirement Health Benefit Plan

In addition to ASC’s employer defined contribution plan, ASC provides lifetime postretirement
medical coverage to employees who satisfy certain eligibility requirements. Retirees receive the
same monthly allowance toward the cost of coverage as active employees.

The following table summarizes ASC’s accrued postretirement benefit cost recorded in accrued
liabilities in the accompanying statement of financial position at June 30, 2008 and 2007:

14

2008 2007

Change in benefit obligation

Benefit obligation at beginning of year $2,931,395 $ 2,438,650

Service cost 167,664 178,789

Interest cost 173,356 144,288

Amendments N/A N/A

Actuarial loss (181,898) 245,140

Acquisition N/A N/A

Benefits paid (74,104) (75.512)

Benefit obligation at end of year $3.016413 $2,931,395
Change in plan assefs

Fair value of plan assets at beginning of year 0 0

Actual return on plan assets 0 0

Acquisition N/A N/A

Employer contribution ] 0

Plan participants’ contributions 0 0

Benefits paid 4] 4]

Fair value of plan assets at end of year 0 0

2008 2007

Funded Status

Benefit Obligation at June 30 $3,016,413 $2,931,395

Unrecognized net Transition Obligation 121,380 138,719

Unamortized prior service cost 0 0

Unrecognized net actuarial (gain)/loss 836.747 1,061,321

Prepaid (accrued) benefit cost $2.058,286 $1,731,355

Measurement date 06/30/2008 06/30/2007

Funded status at end of year $(3.016,413) $(2,931,395)




CSU FULLERTON AUXILIARY SERVICES CORPORATION

Notes to Financial Statements

June 30, 2008

(7) Postretirement Health Benefit Plan (continued)

Net Periodic Benefit Cost
Service Cost
Interest Cost
Expected return on plan assets
Amortization of Transition Obligation
Amortization of prior service cost
Amortization of net (gain) loss
Net periodic benefit cost

Assumptions as of June 30:

Discount Rate
Expected long-term return on plan assets
Rate of compensation increase

For measurement purposes the 2008 weighted average assumptions used to determine the Health
care cost trend rate is 8%, decreasing gradually to 5.5% in 2013 and remain at that level thereafter.

$ 167,664
173,356

0

17,339

2008

6.50%
N/A
N/A

$ 178,789
144,288

0

17,339

2007

6.00%
N/A
N/A

The health care cost trend rate assumption has a significant effect on the amounts reported.

ASC does not expect to contribute any funds to the plan during the next fiscal year. The following

table contains annual projections for postretirement costs.

Projected Cost

2009

2010

2011

2012

2013

Total

In aggregate for the next five years thereafter

(8) Designated Net Assets

ASC designat ed unrestricted net assets for specific purposes. Following is a summary of the

amounts designated through June 30, 2008:

15

$ 75410
77,296
79,228
81,200

83,239

356,382
448,469

$ 844,851
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CSU FULLERTON AUXILIARY SERVICES CORPORATION

Notes to Financial Statements

Designated Net Assets (continued)

Working Capital $
Fixed Asset Reserve

College Park Bldg Reserve

Campus Activities

Contingencies

Grants/Contracts Resy for Disallow
Quasi-Endowments

Administrative Services Fee

June 30, 2008
College Quasi-

General Designated Park Bldg Auxitiary Endowments Total
1,370,975 1,205,456 2,878,632 5,455,363
1,743,407 2,926,817 4,670,224

2,721,668 2,721,668
1,123,662 1,123,662
3,081,018 2,081,018
371,902 371,902
296,580 296,580

5,567,302 1,123,662 3,927,124 _S,M 296,580 M

ASC charges a fee to various University programs, recorded in the agency accounts category, for
administrative services based on disbursements or the amount of cash invested. The amounts are
included as administrative services fee revenue on the statement of activities. For the year ended
June 30, 2008, the administrative fee charged to the agency accounts was $327,176.

Operating Lease Commitments

The ASC has various land and facilities operating leases, from both the University and Associated
Students, Inc. These lease agreements are rencgotiated periodically. Among other provisions, the
leases require that ASC make payments based upon various percentages of net income received.

Future minimum payments under operating lease agreements at June 30, 2008 are as follows:

Year ending June 30:
2009 $ 167,871
2010 172,908
2011 178,095
2012 183,438
2013 183,438
Total $ 885,750

ASC makes rental payments for various facilities. The rental expense for the year ended June 30,

2008 was $252,199.
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CSUFULLERTON AUXILIARY SERVICES CORPORATION
Notes to Financial Statements

June 30, 2008

(11)  Commitments and Contingencies

(a) On June 16, 2005, the Board of Directors approved a loan request of $3,500,000 to the University
to assist in the funding of the construction of the new College of Business and Economics
building. The loan funds were transferred to the University on November 15, 2007. From the
ttime of Board approval to the time of loan funds transferred, ASC accumulated in excess of
$500,000 from available concessions commissions, net auction revenues, and Pepsi’s Marketing
and vending contracts. This amount was applied to the principle amount on the first scheduled
payment. The loan is to be retired as quickly as possible but no later than December 31, 2021.
The loan is collateralized by the University committing to a minimum repayment of $375,000 per
year. Loan payments shall consist of all available concession commissions, beverage marketing
funds, and any additional funds required to bring the loan payment amount up to at least $375,000
yearly. Interest on the loan shall be 0.5% above Local Agency Investment Fund, adjusted semi- |-
annually on June 30 and December 31 of each ycar. Based on the prior the Local Agency
Investment Fund interest rate, the current portion of the loan is estimated at $287,931.

{(b) During fiscal year 2007-2008 ASC agreed to guarantee the financing of $5.6 million doilars for
the CSU Fullerton Housing Authority to facilitate the purchase of the Creekside condos through
Citibank NA. The bank required that if the Housing Authority was unable to seil one-half of the
Creckside condos within six months of acquisition, ASC would place assets equal to one-forth of
the outstanding loan balance into a third party escrow account. The Housing Authority was
unable to sell the required condos. Accordingly, ACS has deposxted $958,331 into an escrow
account reserved for the Creekside acquisition.

(¢) On April 1, 2008, the CSU Fullerton Auxiliary Services Corporation simultaneously entered into
a ground and facilities lease agreement (as lessee) and a sublease agreement (as lessor) with the
State of California, acting through the Board of Trustees of the California State University, to
finance the construction of a one-story building on the campus of California State University
Fullerton that will provide administrative and operational space for a police station and related
facilities. Both leasc agreements have a term of 30 years. As of June 30, 2008, the building was
still under comstruction. Upon completion of the building, the obligations of ASC and the
University under the terms of lease agreements will go info effect. The building is anticipated to
be completed in early 2009.

(d) On May 13, 2008, ASC approved a short-term line of credit to the CSU Fullerton Housing
Authority for the purpose of providing interim cash {low in anticipation of sales of the remaining
housing units at the University Heights development. The line of credit maximum is $500,000.
Interest is calculated on the outstanding balance at .05% above Local Agency Investment Fund,
adjusted semiannually on July 1 and January 2. As of June 30, 2008, the CSU Housing Authority
has utilized $305,000.

(12) Related party Transactions

ASC and the University provide a variety of services on each other’s behalf. At June 30,
2008 receivables from other activities and due from the University are $1,957,250. Accounts
payables include $846,024 due to the University on June 30, 2008. These are the results of
transactions in providing and receiving services. Amounts billed by ASC and included in revenues
for the year ending June 30, 2008 total approximately $10,256,381. Amounts billed to ASC
included in expenses for the Year ending June 30, 2008 totaled approximately $4,401,891.
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CSU FULLERTON AUXILIARY SERVICES CORPORATION
Source of Funding and Expenditures for Sponsored Programs

Year ended June 30, 2008

Source of funding (direct):

Federal government $ 8,389,013
State of California and local governments 4,935,295
For-profit organizations 549,784
Foundations and other tax-exempt organizations 1,125,700
Total source of direct funding 14,999,792
Source of indirect cost reimbursement:
Federal government 845,672
State of California and local governments 425,327
For-profit organizations 115,796
Foundations and other tax-exempt organizations 127,856
Total source of indirect cost reimbursement 1,514,651
Total funding $ 16,514,443
Direct expenditures:
Salaries and wages 3 6,678,449
Staff benefits 1,123,433
Operating expenditures 5,874,202
Equipment 407,409
Stipends 916,300
Total direct expenditures - 14,999,792
Indirect expenditures:
Salarics and wages 473,684
Staff benefits 106,830
Operating expenditures 241,225
Equipment 1,149
Research and support 190,000
Other administration support 501,763
Total indirect expenditures 1,514,651
Total expenditures 3 16,514,443

See accompanying independent auditors’ report and notes to the financial statements
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CSU FULLERTON AUXILIARY SERVICES CORPORATION
Schedule of Nei Assels
June 30, 2008

(for inciusion in the California S1ate University)

Agsets:

Current assets:
Cash and cash equivalents
Short-term invesiments
Accounts receivable, net
Leases receivable, current portion
Notes receivable, current portion
Pledges receivable, net
Prepaid expenses and other assels

Total current asseis

Noncurrent assets:
Restricted cash and cash equivalents
Accounts receivable, net
Leases receivable, net of current portion
Notes receivable, net of current portion
Student loans receivable, net
Pledges receivable, net
Endowment investmenis
Other long-term investments
Capital assets, net
Other assets

Total noncurrent asséls
Total assets
Liabilities:
Current Habilities:
Accounts payable
Accrued salaries and benefits payable
Accrued compensated absences— current portion
Deferred revenue
Capitalized lease obligatiens — current portion
Long-term debt obligations — current portion

Self-insurance claims liability - current partion
Other lizbilities

* Total current Habitities

Noncurrent liabilities:
Accrued compensated absences, net of current portion
Deferred revenue
Grants refundabte
Capitalized lease obligations, net of current portion
Long-term debt obligations, net of current portion
Self-insurance claims liabilities, net of current pertion
Depository accounts
Qther liabilities

Total noacusrent liabilities
Total Habilities

Net assets:
Invested in capital assets, net of related debt
Restricted for:
Nonexpendable — endowments
Expendable:
Scholarships and fellowships
Research
Loans
Capital projects
Debt service
Other
Unrestricted

Total net assets

See accompanying independent auditors' report.

$ 1,765,915
15,629,929
2,828,659
603,600

592,931

3,178,324

5,259,658
3,170,827

455,009
4,391,331

22,948,333
36,225,158
60,825916

2,392,720
247585

3,311,612

605,000

6,632,417
13,191,334

538,523

25,670,000
48,507

3,226,708
29,483,738
42675072

(21,883,669)

145,302

T
5 18,150,844

Atachment A-1




Attachment A-1

CSU FULLERTON AUXILIARY SERVICES CORPORATION
Schedule of Revenues, Expenses, and Changes in Net Assets
Year Ended June 3¢, 2008

{for inclusion in the California State University)

Revenues:
Operating revenues:

Student tuition and fees {net of scholarship allowances of § ) $ —

Grants and contracts, noncapital:
Federal 9,234,685
State 1,944,728
Local 3,415,895
Nongovernmental 1,919,136

Sales and services of educational activities
Sales and services of auxiliary enterprises (net of scholarship —

allowances of § } 34,143,843
Other operating revenues 2,255,399
Total operating reventes 52,913,686
Expenses:
Operating expenses:

Instruction 4,931,963
Research 7,136,984
Public service 1,430,271
Academic support 1,609,903
Student services 2,972,772
Institutional support 3,364,514

Operation and maintenance of plant —
Student grants and scholarships

Auxiliary enterprise expenses 29,510,722

Depreciation and amortization 845,141
Total operating expenses 51,806,270
Operating income {loss) 1,107,416

Nanoperating revenues (expenses):
State appropriations, noncapital —
Federal grant - Pell —
Gifts, noncapital 6,426
Investment income, nat (42,796)
Endowment income —
Interest on capital-related debt —
Other nonoperating revenues (expenses) —

Net nonoperating revenues (expenses) {36,370)
Income {loss) before other additions 1,071,046

State appropriations, capital —
Grants and gifts, capital —
Additions to permanent endowments

Increase (decrease) in net assets 1,071,046

Net assets:
Net assets at beginning of year, as previously reported 17,079,798
Restatements i
Net assefs at end of year, as restated $ 18,150,844

See accompanying independent auditors’ report.
22
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