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INDEPENDENT AUDITORS' REPORT

Board of Directors
Humboldt State University Sponsored Programs Foundation
Arcata, California

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of Humboldt
State University Sponsored Programs Foundation, a component unit of the Humboldt State University
(HSU) as of and for the year ended June 30, 2014, and the related notes to the financial statements,
which collectively comprise the entity’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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Board of Directors
Humboldt State University Sponsored Programs Foundation

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the business-type activities of Humboldt State University Sponsored Programs
Foundation as of June 30, 2014, and the changes in financial position and cash flows for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 4 through 10 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing
the information for consistency with management’'s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do
not express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Humboldt State University Sponsored Programs Foundation’s basic financial
statements. The schedule of net position, the schedule of revenues, expenses and changes in net
position, and other information (supplementary information on pages 25-32) are presented for purposes
of additional analysis and are not a required part of the basic financial statements. The schedule of
expenditures of federal awards, as required by U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations, is also presented for purposes of
additional analysis and is not a required part of the basic financial statements.

The schedule of net position, the schedule of revenues, expenses and changes in net position, and
other information referred to above and the schedule of expenditures of federal awards are the
responsibility of management and were derived from and relate directly to the underlying accounting
and other records used to prepare the basic financial statements. Such information has been subjected
to the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted
in the United States of America. In our opinion, the information is fairly stated, in all material respects,
in relation to the basic financial statements as a whole.
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Board of Directors
Humboldt State University Sponsored Programs Foundation

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
September 12, 2014, on our consideration of Humboldt State University Sponsored Programs
Foundation's internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance
and the result of that testing, and not to provide an opinion on 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 Humboldt State University Sponsored Programs Foundation’s
internal control over financial reporting and compliance.

/%%wa% L7

CliftonLarsonAllen LLP

Bellevue, Washington
September 12, 2014
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HUMBOLDT STATE UNIVERSITY
SPONSORED PROGRAMS FOUNDATION
Management’s Discussion and Analysis
June 30, 2014

This section of Humboldt State University Sponsored Programs Foundation (the Foundation) annual
financial report presents the Foundation’s discussion and analysis of the financial performance of the
Foundation for the fiscal year ended June 30, 2014. This discussion has been prepared by management
and should be read in conjunction with the financial statements and notes.

Introduction to the Financial Statements

This report consists of a series of financial statements prepared in accordance with GASB Statement
No. 34, Basic Financial Statements — and Management’s Discussion and Analysis — for State and Local
Governments, as amended by GASB Statement No. 35, Basic Financial Statements — and Management’s
Discussion and Analysis — for Public Colleges and Universities. This standard is applicable to the
Foundation as it is a component unit of Humboldt State University (the University). Consistent with the
University, the Foundation has adopted the business-type activity (BTA) reporting model to represent its
activities.

The financial statements include the statement of net position; the statement of revenues, expenses,
and changes in net position; and the statement of cash flows. These statements are supported by the
notes to the financial statements and this section. All sections must be considered together to obtain a
complete understanding of the financial picture of the Foundation.

Statement of Net Position — The statement of net position include all assets and liabilities. Assets and
liabilities are generally reported on an accrual basis, as of the statement date. It also identifies major
categories of restrictions on the net position of the Foundation.

Statement of Revenues, Expenses, and Changes in Net Position — The statement of revenues, expenses,
and changes in net position present the revenues earned and expenses incurred during the year on an
accrual basis.

Statement of Cash Flows — The statement of cash flows present the inflows and outflows of cash for the
year and is summarized by operating, noncapital financing, capital and related financing, and investing
activities. The statement are prepared using the direct method of cash flows and, therefore, present
gross rather than net amounts for the year’s activities.

Analytical Overview
Summary

The following discussion highlights management’s understanding of the key financial aspects of the
Foundation’s financial activities. Included are comparative analyses of current year and prior year
activities and balances and a discussion of restrictions of the Foundation’s net position.



The Foundation’s condensed summary of net position as of June 30, 2014 and 2013, is as follows:

HUMBOLDT STATE UNIVERSITY
SPONSORED PROGRAMS FOUNDATION

Management’s Discussion and Analysis

June 30, 2014

Condensed Summary of Net Position

Increase Percent
2014 2013 (Decrease) Change
Assets:
Current assets S 8,488,026 S 7,599,086 888,940 12%
Capital assets, net of accumulated depreciation 1,486,321 1,613,601 (127,280) -8%
Other noncurrent assets 19,500 19,500 - 0%
Total assets 9,993,847 9,232,187 761,660 8%
Liabilities:
Current liabilities 2,837,821 2,581,021 256,800 10%
Other noncurrent liabilities 351,956 291,976 59,980 21%
Total liabilities 3,189,777 2,872,997 316,780 11%
Net position:
Net investment in capital assets 1,486,321 1,613,601 (127,280) -8%
Unrestricted 5,317,749 4,745,589 572,160 12%
Total net position S 6,804,070 $ 6,359,190 444,880 7%

Assets

Total assets increased $0.8 million from prior year due to a $0.9 million increase in current assets and a
$0.1 million decrease in capital assets, net of accumulated depreciation due to current year

depreciation.

Current assets increased $0.9 million primarily due to an increase in receivables of $1.0 million and an
increase in prepaid expenses and other assets of $0.1 million, offset by a decrease in cash and short
term investments of $0.2 million. The decrease in cash and short term investments is primarily due to
the increase in accounts receivable from grants.



HUMBOLDT STATE UNIVERSITY
SPONSORED PROGRAMS FOUNDATION
Management’s Discussion and Analysis
June 30, 2014

Capital Assets

Capital assets, net of accumulated depreciation, are shown below:

June 30
2014 2013
Land and land improvements S 512,816 S 512,816
Works of art and historical treasures 25,000 25,000
Buildings and building improvements - net 456,136 483,277
Equipment - net 492,369 592,508
Total capital assets, net of accumulated depreciation S 1,486,321 $ 1,613,601

Capital assets decreased by $0.1 million primarily due to $0.04 million of current year additions, partially
offset by $0.15 million in current year depreciation expense.

Liabilities
Total liabilities increased $0.3 million due to a $0.3 million increase in Small Business Development
Center grants current liabilities.

Net Position

Total net position increased $0.4 million from the prior year due to the net income generated for the
year ended June 30, 2014. Unrestricted net position represents all other net resources available to the
Foundation for general institutional and research-related obligations.



HUMBOLDT STATE UNIVERSITY
SPONSORED PROGRAMS FOUNDATION
Management’s Discussion and Analysis
June 30, 2014

Operating Results

The Foundation’s condensed summary of revenues, expenses, and changes in net position for the years
ended June 30, 2014 and 2013, is as follows:

Condensed Summary of Revenues, Expenses, and Changes in Net Position

Increase Percent
2014 2013 (Decrease) Change
Operating revenues:
Grants and contracts S 16,289,336 S 15,391,662 $ 897,674 6%
Indirect cost 1,695,492 1,453,246 242,246 17%
Other operating revenues 378,940 469,869 (90,929) -19%
Total operating revenues 18,363,768 17,314,777 1,048,991 6%
Operating expenses (18,541,770) (17,770,321) (771,449) 4%
Operating loss (178,002) (455,544) 277,542 -61%
Nonoperating revenues (expenses):
Gifts, noncapital 642,769 716,081 (73,312) -10%
Investment income (loss), net 13,452 13,934 (482) -3%
Other nonoperating revenues, net 25,090 - 25,090 100%
Net nonoperating revenues (expenses) 681,311 730,015 (48,704) -7%
Income (loss) before other additions 503,309 274,471 228,838 83%
Grants and gifts, capital 6,138 52,899 (46,761) -88%
Transfers to other campus entities (64,567) (1,514,712) 1,450,145 -96%
Increase (decrease) in net position 444,880 (1,187,342) 1,632,222 -137%
Beginning net position 6,359,190 7,546,532 (1,187,342) -16%
Ending net position $ 6,804,070 $ 6,359,190 $ 444,880 7%

Operating Revenues and Expenses

Operating revenues and expenses come from sources that are connected directly to the Foundation’s
primary business function. This includes revenues from categories such as certain grants and contracts
that will be used for noncapital purposes and sales and services of auxiliary enterprises. Expenses
include categories such as salaries, benefits, supplies and other services, scholarships and fellowships,
and depreciation. In this discussion and analysis, expenses are reported by functional program such as
instruction, research, public service, academic support, student services, institutional support, operation
and maintenance of plant, scholarships and fellowships, auxiliary enterprise, and depreciation.

Operating Revenues

Total operating revenues increased $1 million, or 6%, primarily due to a $0.9 million increase in grants
and contract revenue, a $0.2 million increase in indirect cost revenue and a $0.1 million decrease in
other operating revenues. The increase in grants and contracts revenue is due to an increase in project



activity related to state and local grants. The increase in indirect cost revenue is the result of a increase
in grants and contracts activity in the current year and an increase in the indirect cost rate of 2.5% for
Small Business Development Center grants. The decrease in other operating revenues is due to abating

HUMBOLDT STATE UNIVERSITY

Management’s Discussion and Analysis
June 30, 2014

SPONSORED PROGRAMS FOUNDATION

the current year payroll trusts reimbursements instead of as cost recovery in the prior year.

The following charts present the proportional share that each category of operating revenues

contributed to the total for fiscal years 2014 and 2013:

Operating Revenues

Year ended June 30, 2014

Grant and contract revenue

9%

Federal S 7,557,877 41.2 %

State 5,085,966 27.7

Local 634,079 3.5 89%

Non-governmental 3,011,414 16.4
Indirect cost revenue 1,695,492 9.2 B Grant and contract revenue
Other operating revenues 378,940 2.0 .

B Indirect cost revenue
Total operating revenues S 18,363,768 100.0 %

Operating Revenues

Year ended June 30, 2013

Grant and contract revenue

Federal

State

Local

Non-governmental
Indirect cost revenue
Other operating revenues

Total operating revenues

Operating Expenses

Total operating expenses increased by $0.8 million, or 4%, primarily due to a $0.9 million aggregated
increase in research, public service, institutional support, and scholarships and fellowships, offset by a
$0.1 million aggregated decrease in instruction, academic support, student services, auxiliary
enterprises, and depreciation. The $0.8 million increase is primarily related to increased spending in the

B Other operating revenues

8%

S 7,734,674 447 %
4,228,056 24.5
399,963 2.4 89%
3,028,969 17.4
1,453,246 8.3 B Grant and contract revenue
469,869 2.7

S 17,314,777 100.0 %

current year on grants and contracts.

HIndirect cost revenue

O Other operating revenues



HUMBOLDT STATE UNIVERSITY
SPONSORED PROGRAMS FOUNDATION
Management’s Discussion and Analysis
June 30, 2014

The following charts present the distribution of resources in support of the Foundation’s mission for
fiscal years 2014 and 2013:

Operating Expenses

Year ended June 30, 2014

Instruction S — 0.0 %
Research 7,469,968 40.2
Public service 7,995,301 43.2
Academic support 384,915 2.1
Student services 1,040,129 5.6
Scholarships and fellowships 371,332 2.0

Total instruction and educational
support activities 17,261,645 93.1

93.1%
Institutional support 19,318 0.1
Auxiliary enterprises 1,103,256 6.0 & Instruction and educational support
Depreciation 157,551 0.8 activities
Total other operating expenses 1,280,125 6.9
B Other operating expenses
Total operating expenses $ 18,541,770 100.0 %

Operating Expenses

7.4%
Year ended June 30, 2013

Instruction S 44,939 03 %
Research 6,820,108 38.3
Public service 7,766,337 43.7
Academic support 413,614 2.3
Student services 1,075,658 6.1
Scholarships and fellowships 327,207 1.9

Total instruction and educational

support activities 16,447,863 92.6
PP 92.6%

Institutional support 4,394 0.0
Auxiliary enterprises 1,126,168 6.3 B Instruction and educational support
Depreciation 191,896 1.1 activities

Total other operating expenses 1,322,458 7.4

B Other operating expenses
Total operating expenses $ 17,770,321 100.0 %

Nonoperating Revenues (Expenses)

Nonoperating revenues (expenses) come from sources that are not part of the Foundation’s primary
business functions. Included in this classification are categories such as gifts, noncapital, investment
income (loss), net, and other nonoperating revenue, net.

Total nonoperating revenues decreased $0.05 million, primarily due to a decrease in gifts, noncapital.



HUMBOLDT STATE UNIVERSITY
SPONSORED PROGRAMS FOUNDATION
Management’s Discussion and Analysis
June 30, 2014

Transfers to other campus entities

Transfers to other campus entities decreased $1.4 million. Transfers to other campus entities decreased
by $S0.9 million from the prior year primarily related to the Foundation’s transfer of custodial trust
accounts to Humboldt State University Advancement Foundation (HSU Advancement) as one time
transfers of funds and a $0.5 million transfer to the HSU Advancement to pay down the principal of the
CSURMA loan for the Industrial Electric Building in the prior year.

Factors That Will Affect the Future
Indirect Cost Revenue

Indirect cost revenue is a factor that greatly affects the Foundation’s ability to build and maintain a
reserve adequate enough for supporting the grant and contract activity of the Foundation. Indirect cost
revenue is earned as a percentage of spending on awarded grant and contracts. Indirect cost rates are
generally dictated by the grant funder and are contractually agreed upon on all grants and contracts.
Indirect cost revenue increased $0.2 million, or 17%, in the current year due to a increase in grants and
contracts activity.

Continued University Support

The pre-award and compliance functionality of the Foundation is financially supported by the University
as a state function. Volatility in state-supported funding could potentially affect the level of support
provided by the state in future periods, which in turn could affect the pre-award and compliance
functions of the Foundation. Management does not believe that level of support to the Foundation will
decrease in the next fiscal period.
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HUMBOLDT STATE UNIVERSITY
SPONSORED PROGRAMS FOUNDATION
Statement of Net Position

June 30, 2014

Assets:
Current assets:
Cash and cash equivalents
Short-term investments
Accounts receivable, net
Prepaid expenses and other assets
Total current assets
Noncurrent assets:
Long-term investments
Capital assets, net
Total noncurrent assets
Total assets

Liabilities:
Current liabilities:
Accounts payable
Accrued salaries and benefits payable
Accrued compensated absences — current portion
Unearned revenue — current portion
Other liabilities
Total current liabilities
Noncurrent liabilities:
Accrued compensated absences, net of
current portion
Unearned revenue, net of current portion
Total noncurrent liabilities
Total liabilities

Net position:
Net investment in capital assets
Unrestricted
Total net position

See accompanying notes.

11

2014

1,457,670
1,561,105
5,360,708

108,543

8,488,026

19,500
1,486,321

1,505,821

9,993,847

1,257,150
422,248
102,423

1,039,107

16,893

2,837,821

45,732
306,224

351,956

3,189,777

1,486,321
5,317,749

6,804,070




HUMBOLDT STATE UNIVERSITY
SPONSORED PROGRAMS FOUNDATION

Statement of Revenues, Expenses, and Changes in Net Position

Year Ended June 30, 2014

Revenues:
Operating revenues:
Grants and contracts, noncapital:
Federal
State
Local
Nongovernmental
Indirect cost revenue
Other operating revenues
Total operating revenues
Expenses:
Operating expenses:
Instruction
Research
Public service
Academic support
Student services
Institutional support
Scholarships and fellowships
Auxiliary enterprises
Depreciation
Total operating expenses
Operating loss
Nonoperating revenues (expenses):
Gifts, noncapital
Investment income, net
Other nonoperating revenues, net
Net nonoperating revenues
Income before other additions

Grants and gifts, capital
Transfers to other campus entities
Increase (Decrease) in net position
Net position:
Net position at beginning of year
Net position at end of year

See accompanying notes.

12

2014

7,557,877
5,085,966
634,079
3,011,414
1,695,492
378,940

18,363,768

7,469,968
7,995,301
384,915
1,040,129
19,318
371,332
1,103,256
157,551

18,541,770
(178,002)

642,769
13,452
25,090

681,311

503,309

6,138

(64,567)

444,880

6,359,190

6,804,070



HUMBOLDT STATE UNIVERSITY
SPONSORED PROGRAMS FOUNDATION
Statement of Cash Flows

Year Ended June 30, 2014

Cash flows from operating activities:
Received from customers
Payments to employees and fringe benefits
Payments to vendors and suppliers
Payments for scholarships and fellowships
Transfers to other entities
Net cash used by operating activities

Cash flows from noncapital financing activities:
Noncapital gifts received
Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities:

Capital grants received
Acquisition and construction of capital assets

Net cash provided (used) by capital and related financing activities

Cash flows from investing activities:
Investment income
Transfers (to)/from cash, net of interest earned
Net cash provided (used) by investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, July 1
Cash and cash equivalents, June 30

Reconciliation to cash per Statement of Net Position
Cash and cash equivalents
Restricted cash
Total cash and cash equivalents at end of year

See accompanying notes.

13

2014

17,410,892
(8,803,368)
(9,052,748)
(362,344)
(26,184)

(833,752)

642,769
642,769

2,994
(43,564)

(40,570)

12,364
(3,782)
8,582

(222,971)
1,680,641

1,457,670

1,457,670

1,457,670



HUMBOLDT STATE UNIVERSITY
SPONSORED PROGRAMS FOUNDATION
Statement of Cash Flows

Year Ended June 30, 2014

2014

Reconciliation of operating loss to net cash used
by operating activities:
Operating loss S (178,002)
Adjustments to reconcile operating loss to net cash
used by operating activities:
Depreciation expense 157,551
Transfers to other entities (26,184)

Changes in assets and liabilities:

Receivables, net (1,007,087)
Prepaid items (96,810)
Accounts payable and accrued liabilities 270,066
Unearned revenue, current (13,266)
Compensated absences and unearned revenue, noncurrent 59,980
Total adjustments (655,750)

Net cash used by operating activities S (833,752)

Noncash investing, capital, and financing activities:
Capital asset write-offs, net of depreciation S 13,293
Increase in receivables related to nonoperating income 4,232

See accompanying notes.
14
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HUMBOLDT STATE UNIVERSITY
SPONSORED PROGRAMS FOUNDATION
Notes to the Financial Statements

June 30, 2014

Organization

Humboldt State University Sponsored Programs Foundation (the Foundation) is a nonprofit, tax-exempt
corporation, incorporated in 1952 under the provisions of section 501(c)(3) of the Internal Revenue Code.
The Foundation is organized to administer grants from governmental and private agencies for research
and other activities related to the programs of Humboldt State University (the University). The
Foundation is an auxiliary organization of the University and the California State University System (the
System). As an affiliated organization component unit of the University, the Foundation’s financial data
will be included in the consolidated financial statements of the University and the System.

Summary of Significant Accounting Policies

(a)

(b)

Basis of Presentation

The accompanying financial statements have been prepared using the economic resources
measurement focus and the accrual basis of accounting in accordance with U.S. generally accepted
accounting principles, as prescribed by the GASB. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.
Grants and similar items are recognized as revenue as soon as all eligibility requirements have been
met.

The financial statements required by GASB Statement No. 34, Basic Financial Statements — and
Management’s Discussion and Analysis — for State and Local Governments, as amended by
GASB Statement No. 35, Basic Financial Statements — and Management’s Discussion and Analysis —
for Public Colleges and Universities and GASB Statement No. 63, Financial Reporting of Deferred
Outflows of Resources, Deferred Inflows of Resources, and Net Position, include a statement of net
position, a statement of revenues, expenses, and changes in net position, and a statement of cash
flows. The basic financial statements include the accounts of the Foundation, including its research
activities performed on behalf of the University. The Foundation is a component unit of the
University, a public university under the California State University system. The Foundation has
elected to use the reporting model for special-purpose governments engaged only in business-type
activities. In accordance with the business-type activities reporting model, the University prepares
its statement of cash flows using the direct method.

Classification of Current and Noncurrent Assets (Other Than Investments) and Liabilities

The Foundation considers assets to be current that can reasonably be expected, as part of its
normal business operations, to be converted to cash and be available for liquidation of current
liabilities within 12 months of the statement of net position date. Liabilities that reasonably can be
expected, as part of normal Foundation business operations, to be liquidated within 12 months of
the statement of net position date are considered to be current. All other assets and liabilities are
considered to be noncurrent. For classification of current and noncurrent investments, refer to
Note 2.

15



(c)

(d)

(e)

(f)

(9)

HUMBOLDT STATE UNIVERSITY
SPONSORED PROGRAMS FOUNDATION
Notes to the Financial Statements

June 30, 2014

Cash and Cash Equivalents

The Foundation considers all highly liquid investments with an original maturity date of three
months or less to be cash and cash equivalents. The Foundation considers amounts included in the
Local Agency Investment Fund (LAIF) to be investments.

Investments

Investments are reflected at fair value using quoted market prices, where available, otherwise they
are recorded at estimated fair value. Realized and unrealized gains and losses are included in the
accompanying statement of revenues, expenses, and changes in net position as investment loss,
net.

Investments that are used for current operations are classified as short-term investments.
Investments that are restricted for withdrawal or use for other than current operations and
restricted as to the liquidity of the investments are classified as long-term investments.

Accounts Receivable

Accounts receivable, net primarily consists of billed and unbilled amounts due from the federal
government, state and local governments, and private sources in connection with reimbursement
of allowable expenditures made pursuant to contracts and grants.

The Foundation provides a reserve for uncollectible accounts based upon a review of outstanding
receivables. Accounts receivable, net considered uncollectible are charged against the reserve
account in the year they are deemed to be uncollectible. No reserve for uncollectible accounts was
deemed necessary as of June 30, 2014.

Capital Assets

Capital assets, net are stated at cost or estimated historical cost if purchased, or if donated, at
estimated fair value at date of donation. Capital assets, net with a value of $5,000 or more and with
a useful life of one year or more are capitalized. Capital assets, net with the exception of land and
land improvements, works of art and historical treasures, and construction work in progress, are
depreciated on a straight-line basis over their estimated useful lives, which range from 5 to
30 years. Works of art and historical treasures are valued at cost if purchased or the fair market
value at the date of donation if contributed. The costs of normal maintenance and repairs that do
not add to the value of the asset or materially extend its life are expensed as incurred.

Depreciation expense is shown separately in the statement of revenues, expenses, and changes in
net position rather than being allocated among other categories of operating expenses.

Unearned Revenue

Unearned revenue consists primarily of grant and contract funds received in advance which have
not been earned under the terms of the grant and contract agreement.

16



(h)

(i)

(i)

(k)

HUMBOLDT STATE UNIVERSITY
SPONSORED PROGRAMS FOUNDATION
Notes to the Financial Statements

June 30, 2014

Compensated Absences

Compensated absences consist of vacation leave earned by employees based on services rendered.
Employees may accumulate up to 240 hours of vacation depending on years of service. Upon
termination of employment, all unused vacation benefits are paid to employees. Accordingly,
vacation benefits are accrued as a liability.

Generally, sick leave benefits provide for ordinary sick pay and are cumulative but do not vest with
the employee. Therefore, a liability for sick leave benefits is not accrued.

Net Position

The Foundation’s net position is classified into the following net position categories:

Net investment in capital assets — Capital assets, net of accumulated depreciation and outstanding
principal balances of debt attributable to the acquisition, construction, or improvement of those
assets.

Unrestricted — All other categories of net position. In addition, unrestricted net position may be
designated for use by management of the Foundation. These designations limit the area of
operations for which expenditures of net position may be made and require that unrestricted net
position be designated to support future operations in these areas.

Classification of Revenues and Expenses

The Foundation considers operating revenues and operating expenses in the statement of
revenues, expenses, and changes in net position to be those revenues and expenses that result
from exchange transactions or from other activities that are connected directly to the Foundation’s
primary functions. Exchange transactions include charges for services rendered and the acquisition
of goods and services.

Included in operating revenues and operating expenses are those activities related to the grant and
contract transactions of the Foundation. Grants and contracts represent funds obtained from
external agencies for the support of instructional, research and public service functions of the
Foundation and of the University. Revenue from grants and contracts is recognized when expensed
for the purpose specified. Amounts received in excess of expenses incurred as of the financial
statements date are classified as unearned revenue.

Certain other transactions are reported as nonoperating revenues (expenses) in accordance with
GASB Statement No. 35. These nonoperating activities include the Foundation’s investment loss,
net; gifts, noncapital; and gifts and grants, capital.

Income Taxes

The Foundation qualifies as a tax exempt organization under the applicable sections of the Internal
Revenue Code Section 501(c)(3) and California Revenue and Taxation Code Section 23701d. The
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open audit periods are 2010 through 2012. The Foundation has analyzed the tax positions taken for
filings with the Internal Revenue Service and the State of California. The Foundation believes that
income tax filing positions will be sustained upon examination and does not anticipate any
adjustments that would result in a material adverse effect on the financial statements. Accordingly,
the Foundation has not recorded any reserves, or related accruals for interest and penalties for
uncertain income tax position at June 30, 2014.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts in the accompanying financial statements. Actual results could differ from those
estimates.

Cash and Cash Equivalents and Investments

The Foundation’s cash and cash equivalents and investments as of June 30, 2014 are classified in the
accompanying statement of net position as follows:

(a)

2014

Cash and cash equivalents S 1,457,670
Total cash and cash equivalents 1,457,670
Short-term investments 1,561,105
Other long-term investments 19,500
Total investments 1,580,605

Total cash, cash equivalents
and investments S 3,038,275

Cash and Cash Equivalents

Cash and cash equivalents consisted of demand deposits held at commercial banks and petty cash.
Total cash and cash equivalents of $1,457,670 had a corresponding carrying balance with the
commercial banks of $1,686,595 at June 30, 2014. The difference related primarily to deposits in
transit and outstanding checks.

Custodial Credit Risk for Deposits

The Foundation maintains its cash in bank deposit accounts that are insured by the Federal Deposit
Insurance Corporation (FDIC) up to a limit of $250,000 per depositor. At June 30, 2014, the
Foundation’s uninsured, uncollateralized cash balance was $1,436,595.
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Management periodically assesses the financial condition of the institutions and believes that the
Foundation is not exposed to any significant credit risk related to cash.

Short-term Investments

At June 30, 2014, the Foundation’s short-term investment portfolio consists entirely of investments
in the Local Agency Investment Fund (LAIF), a voluntary program created by statute as an
alternative for California’s local governments and special districts that allow affiliates to participate
in a major investment portfolio. It is under the administration of the California State Treasurer’s
Office. There are no significant interest rate risks or credit risks to be disclosed in accordance with
GASB Statement No. 40, Deposit and Investment Risk Disclosures - an amendment of GASB
Statement No. 3.

The investment is not insured. However, these funds are invested in accordance with California
Government Code Sections 16430 and 16480, the stated investment authority for the Pooled
Money Investment Account. At June 30, 2014, cash in LAIF was $1,561,105.

Other long-term Investments

Other long-term investments consist of land located in Shelter Cove, California, held as an
investment and three shares of Baywood Golf and Country Club capital stock. All investments are
stated at their fair market value. The fair value of the Shelter Cove land is based on an estimate of
current market prices of comparable properties for sale. The fair value of the Baywood stock is
based on estimated current selling price per share.

Other long-term investment activity for the year ended June 30, 2014 consisted of the following:

Balance at June Purchases/ (Settlements)/ Balance at June
30, 2013 Additions Deletions 30, 2014
Stock S 300 S - S - S 300
Land and other real estate 19,200 — — 19,200
Total S 19,500 S - S - S 19,500

Accounts Receivable

Billed and unbilled accounts receivables, net as of June 30, 2014 are summarized as follows:

19



HUMBOLDT STATE UNIVERSITY
SPONSORED PROGRAMS FOUNDATION
Notes to the Financial Statements

June 30, 2014

2014
Federal grants and contracts S 2,701,471
State and local grants and contracts 1,915,185
Non-governmental grants and contracts 617,930
Other receivables 126,122
Total S 5,360,708

There is no allowance for uncollectible accounts deemed necessary for the year ended June 30, 2014.
Unbilled grant and contract receivables are $4,093,025 as of June 30, 2014.

(4) Capital Assets

Capital assets activity for the year ended June 30, 2014, consisted of the following:

Balance, Balance,
June 30, 2013 Additions Retirements June 30, 2014
Nondepreciable/nonamortizable
capital assets:
Land and land improvements S 512,816 S — S ) 512,816
Works of art and historical
treasures 25,000 — — 25,000
Construction work in
progress — — — —
Total nondepreciable
capital assets 537,816 — — 537,816
Depreciable/amortizable
capital assets:
Buildings 814,231 - - 814,231
Personal property:
Equipment 1,269,004 43,564 (81,072) 1,231,496
Total depreciable
capital assets 2,083,235 43,564 (81,072) 2,045,727
Total cost 2,621,051 43,564 (81,072) 2,583,543
Less accumulated depreciation/
amortization:
Buildings (330,954) (27,141) — (358,095)
Personal property:
Equipment (676,496) (130,410) 67,779 (739,127)
Total accumulated
depreciation (1,007,450) (157,551) 67,779 (1,097,222)
Net capital assets S 1,613,601 S (113,987) $ (13,293) S 1,486,321
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Equipment purchased with grant and contract monies are held in trust by the Foundation. Title is held by
the Foundation and, upon completion of the grant or contract, the equipment is transferred to the
University or the funding agency, depending on the individual terms of the agreement.

For the year ended June 30, 2014, capital assets with a net book value of $13,293 were transferred from

the Foundation to the University.

Total depreciation expense for the Foundation for the year ended June 30, 2014 was $157,551.

Long-term liabilities

Long-term liabilities activities for the year ended June 30, 2014 is summarized as follows:

Balance at June Balance at June Current Long Term
30,2013 Additions Reductions 30, 2014 Portion Portion
Accrued compensated
absences S 175,288 S 153,515 S (180,648) S 148,155 S 102,423 S 45,732
Unearned revenue 1,291,120 2,324,505 (2,270,294) 1,345,331 1,039,107 306,224
Total $ 1,466,408 S 2,478,020 $ (2,450,942) $ 1,493,486 S 1,141,530 S 351,956

Net Position

(a) Unrestricted net position

As of June 30, 2014, the unrestricted portion of the Foundation’s net position was designated for

the following purposes:

Funds held in trust: 2014
Sponsored programs related trusts S 687,965
Campus program trusts 1,065,703

Total funds held in trust 1,753,668

Current operations and working capital 3,564,081

Total S 5,317,749

The Board of Directors passed a resolution to establish a $4,000,000 reserve for current operations
and working capital, capital replacements, contingent liabilities, and planned future operations. The
reserve is to be accumulated over a 36 month period beginning July 1, 2011. As of June 30, 2014,
the Foundation requires an additional $366,460 to meet its reserve target.

When an expense is incurred for purposes for which both restricted and unrestricted resources are
available, restricted resources are applied first. In the event that restricted resources are fully

21



(7)

(8)

(9)

HUMBOLDT STATE UNIVERSITY
SPONSORED PROGRAMS FOUNDATION
Notes to the Financial Statements

June 30, 2014

expended, unrestricted resources are expended to support the activities of restricted, expendable
resources. As of June 30, 2014, $79,182 in unrestricted resources were expended to support these
activities.

Commitments and Contingencies

Revenue for the Foundation is derived primarily from governmental and private agencies for
performance on grants and contracts. Expenditures under these programs are subject to final audits that
could result in disallowances under the terms of the grant. Management believes that disallowances, if
any, resulting from such audits will not have a material effect on the financial statements.

Classification of Operating Expenses

The Foundation has elected to report operating expenses by functional classification in the statement of
revenues, expenses, and changes in net position, and to provide the natural classification of those
expenses as an additional disclosure. For the year ended June 30, 2014, operating expenses by natural
classification consisted of the following:

2014
Scholarships Supplies
and and
Salaries Benefits fellowships other services Depreciation Total
Functional classification:
Instruction S 105 $ (105) $ - S - S - S —
Research 3,401,191 798,751 139,928 3,130,098 - 7,469,968
Public service 2,496,654 748,944 190,547 4,559,156 - 7,995,301
Academic support 160,260 48,640 26 175,989 - 384,915
Student services 538,409 263,143 683 237,894 - 1,040,129
Institutional support - - - 19,318 - 19,318
Scholarships and Fellowships 36,703 11,882 31,160 291,587 - 371,332
Auxiliary enterprise 223,817 122,483 - 756,956 - 1,103,256
Depreciation - - 157,551 157,551
Total S 6,857,139 S 1,993,738 S 362,344 S 9,170,998 S 157,551 $ 18,541,770

Defined Contribution Plan

The Foundation maintains the Humboldt State University Foundation 403(b) DC plan with the Teachers
Insurance and Annuity Association College Retirement Equities Fund (TIAA-CREF). The plan is qualified
under IRS Section 403(b) and covers eligible employees, as defined by the plan.

(a) Plan Description

TIAA-CREF is an agent which provides variable individual and group annuities for retirement and
tax-deferred savings plans at nonprofit or publicly supported colleges, universities, and other
educational and research organizations. The TIAA-CREF plan is a defined contribution plan. The
contributions are invested and then disbursed at the time of the employees’ retirement in the form
of lifetime income or other payment options.
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Funding Policy

Participants do not contribute any of their annual covered salary. Contributions to the plan are
made at the discretion of the Board of Directors. The Foundation contributes 10% of the
employees’ annual covered payroll.

Annual Contribution Costs

The Foundation contributed $289,040 on behalf of covered employees for the year ended June 30,
2014.

(10) Transfers to Other Campus Entities

Occasionally, the Foundation finds it appropriate to transfer certain fiscal responsibilities to the University
or to other campus entities. During the year ended June 30, 2014, the Foundation transferred the
following to the University and HSU Advancement Foundation (HSUADV):

2014
Transfer of funds to HSU S 8
Transfer of funds to HSUADV 51,266
Transfer of funds 51,274
Transfer of fixed assets to HSU 1