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INDEPENDENT AUDITORS’ REPORT
To the Board of Directors
The CSU, Chico Research Foundation
Chico, California
We have audited the accompanying statement of net assets of The CSU, Chico Research Foundation
(the Research Foundation), a nonprofit organization and a component unit of the California State
University, Chico, California, as of June 30, 2008, and the related statements of revenues, expenses
and changes in net assets, and cash flows for the year then ended. These financial statements are the
responsibility of the Research Foundation’s management. Our responsibility is to express an opinion
on these financial statements based on our audit. The prior-year summarized comparative information
has been derived from the Research Foundation’s 2007 financial statements and, in our report dated
September 17, 2007, we expressed an unqualified opinion on those 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 evaluating 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 the Research Foundation as of June 30, 2008, and the changes in its net assets and
its cash flows for the years then ended in conformity with accounting principles generally accepted in
the United States of America.
As explained in note 1, the financial statements include investments valued at $1,458,608 (6.87% of
net assets) as of June 30, 2008, whose fair values have been estimated by the Research Foundation
in the absence of readily determinable fair values. The Research Foundation’s estimates are based
on information provided by the fund managers.
In accordance with Government Auditing Standards, we have also issued our report dated
September 9, 2008, on our consideration of the Research Foundation's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts,
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 should be
considered in assessing the results of our audit.
The Research Foundation has not presented management’s discussion and analysis (MD&A) that
the Governmental Accounting Standards Board has determined is necessary to supplement,
although not required to be a part of, the basic financial statements.

ePace File Room – 00581
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INDEPENDENT AUDITORS’ REPORT
Continued
Our audit was conducted for the purpose of forming an opinion on the basic financial statements of the Research
Foundation taken as a whole. The accompanying schedule of expenditures of federal awards and the financial
information listed as supplemental information in the table of contents are presented for purposes of additional
analysis as required by the U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, the California State University Chancellor's Office, or by
management, and are not a required part of the basic financial statements. Such information has been subjected
to the auditing procedures applied in the audits 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.

September 9, 2008
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STATEMENTS OF NET ASSETS

The CSU, Chico
Research Foundation

June 30

2008

2007

ASSETS
CURRENT ASSETS
Cash and cash equivalents
Short-term investments
Accounts receivable - net
Prepaid expenses and other assets

$ 1,159,418
5,676,244
6,321,776
503,588

$

478,539
5,819,292
6,938,846
512,525

Total Current Assets

13,661,026

13,749,202

NONCURRENT ASSETS
Notes receivable
Other long-term investment
Capital assets - net
Other assets

25,000
20,000
16,299,932
399,778

20,000
15,673,232
419,092

Total Noncurrent Assets

16,744,710

16,112,324

$ 30,405,736

$ 29,861,526

$ 1,388,212
961,909
36,707
1,175
620,300
33,758

$ 1,497,775
985,090
29,072
1,925
666,512
29,524

Total Current Liabilities

3,042,061

3,209,898

NONCURRENT LIABILITIES
Accrued compensated absences - net of current portion
Long-term debt obligations - net of current portion
Depository accounts
Other long-term liabilities

11,878
5,128,971
8,400
995,607

14,130
5,430,095
14,536
940,790

Total Noncurrent Liabilities

6,144,856

6,399,551

Total Liabilities

9,186,917

9,609,449

10,893,343

9,921,833

886,438
49,601
26,716
570,691
8,792,030

814,484
49,129
15,552
562,934
8,888,145

21,218,819

20,252,077

$ 30,405,736

$ 29,861,526

Total Assets
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable
Accrued salaries and benefits payable
Accrued compensated absences
Deferred revenue
Long-term debt obligations - current portion
Other current liabilities

NET ASSETS
Invested in capital assets - net of related debt
Restricted for:
Expendable:
Research
Loans
Capital projects
Other
Unrestricted
Total Net Assets
Total Liabilities and Net Assets
The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF REVENUES, EXPENSES, AND
CHANGES IN NET ASSETS

The CSU, Chico
Research Foundation

Years Ended June 30

2008

2007

REVENUES

OPERATING REVENUES
Student tuition and fees
Grants and contracts - noncapital:
Federal
State
Local
Nongovernmental
Sales and services of educational activities
Sales and services of auxiliary enterprises
Other operating revenues

$

395,882

$

319,145

14,753,742
5,152,483
1,283,044
3,091,549
1,580,103
3,402,476
5,368,467

14,685,097
4,785,494
1,146,534
3,812,053
1,695,996
2,750,127
4,716,306

35,027,746

33,910,752

Instruction
Research
Public services
Academic support
Student services
Institutional support
Operation and maintenance of plant
Student grants and scholarships
Auxiliary enterprises expenditures
Depreciation and amortization

4,821,577
2,761,904
17,576,928
2,193,748
1,710,906
2,550,098
537,206
190,729
1,491,496
831,597

5,349,258
2,610,181
15,765,432
2,304,907
1,794,890
2,522,566
685,388
268,693
1,498,344
800,763

Total Operating Expenses

34,666,189

33,600,422

361,557

310,330

Investment income - net
Interest on capital related debt
Other nonoperating revenue

92,514
(234,541)
478,937

429,705
(243,234)
525,276

Net Nonoperating Revenues

336,910

711,747

Income Before Other Additions

698,467

1,022,077

Grants and gifts - capital

268,275

384,427

Increase in Net Assets

966,742

1,406,504

20,252,077

18,845,573

$ 21,218,819

$ 20,252,077

Total Operating Revenues
EXPENSES

OPERATING EXPENSES

Net Operating Revenue

NONOPERATING REVENUES (EXPENSES)

Net Assets - Beginning of Year
Net Assets - End of Year
The accompanying notes are an integral part of these financial statements.
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The CSU, Chico
Research Foundation

STATEMENTS OF CASH FLOWS

Page 1 of 2

2008

Years Ended June 30

2007

CASH FLOWS FROM OPERATING ACTIVITIES
Tuition and fees
Federal grants and contracts
State grants and contracts
Local grants and contracts
Nongovernmental grants and contracts
Payments to suppliers
Payments to employees
Payments to students
Sales and services of educational activities
Sales and services of auxiliary enterprises
Other receipts

$

395,882
14,535,648
6,110,083
1,228,394
3,316,402
(17,770,025)
(16,022,741)
(160,250)
1,434,413
3,458,902
5,236,738

Net Cash Provided by Operating Activities

$

319,145
15,715,124
4,025,033
1,057,048
3,454,865
(16,518,075)
(15,683,496)
(180,692)
1,730,999
2,688,282
4,999,543

1,763,446

1,607,776

448,085

525,276

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Other
CASH FLOWS FROM CAPITAL
AND RELATED FINANCING ACTIVITIES
Proceeds from capital debt
Capital grants and gifts
Proceeds from sale of capital assets
Acquisitions of capital assets
Principal paid on capital debt
Interest paid on capital debt

268,275
10,345
(1,462,789)
(347,336)
(234,708)

250,000
384,427
(1,177,038)
(157,664)
(243,234)

Net Cash Used by Capital and Related Financing Activities

(1,766,213)

(943,509)

182,717
(16,919,015)
16,971,859

246,433
(9,986,120)
8,376,108

CASH FLOWS FROM INVESTING ACTIVITIES
Investment income
Purchase of investments
Withdrawals from investments
Net Cash Provided (Used) by Investing Activities

235,561

(1,363,579)

Increase (Decrease) in Cash and Cash Equivalents

680,879

(174,036)

Cash and Cash Equivalents - Beginning of Year

478,539

652,575

Cash and Cash Equivalents - End of Year

$ 1,159,418

The accompanying notes are an integral part of these financial statements.
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$

478,539

The CSU, Chico
Research Foundation

STATEMENTS OF CASH FLOWS

Page 2 of 2

2008

Years Ended June 30

2007

RECONCILIATION OF NET OPERATING REVENUE
TO NET CASH PROVIDED BY OPERATING
ACTIVITIES
Operating revenue
Adjustments to reconcile operating revenue to net cash
provided by operating activities:
Depreciation and amortization expense
Change in assets and liabilities:
Accounts receivable - net
Prepaid expenses and other assets
Accounts payable
Accrued salaries and benefits
Accrued compensated absences
Deferred revenue
Depository accounts
Other liabilities

$

Net Cash Provided by Operating Activities

$ 1,763,446

The accompanying notes are an integral part of these financial statements.
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361,557

$

310,330

831,597

800,763

617,070
28,251
(109,563)
(23,181)
5,383
(750)
(6,136)
59,218

(106,090)
(83,486)
417,414
71,610
(3,752)
750
4,261
195,976
$ 1,607,776

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008 and 2007

1.

The CSU, Chico
Research Foundation

NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES
Nature of Activities The CSU, Chico Research Foundation (the Research Foundation) is a notfor-profit auxiliary organization of California State University, Chico (CSUC) that administers
various funds and performs other activities related to the CSUC community. The Research
Foundation administers the grants and contracts as well as the nonphilanthropic agency
accounts, incentive accounts, and enterprise activities.
Basis of Accounting Pursuant to the requirements established by the Chancellor of the
California State University, the Research Foundation has adopted the provisions of Statement
No. 35 of the Governmental Accounting Standards Board (GASB), Basic Financial
Statements—and Management’s Discussion and Analysis—for Public Colleges and
Universities. With minor exceptions, this statement provides that public colleges and
universities are subject to the financial reporting requirements of GASB Statement No. 34,
applicable to state and local governments. The Research Foundation is an auxiliary
organization to CSUC, and therefore, is determined to be a “component unit” of CSUC in
accordance with GASB Statement No. 14, The Financial Reporting Entity, as amended by
GASB Statement No. 39, Determining Whether Certain Organizations are Component Units.
All component units are required to adopt GASB Statement Nos. 34 and 35. Management has
elected not to present management’s discussion and analysis (MD&A) that GASB has
determined is necessary to supplement, although not required to be a part of, the basic financial
statements.
The Research Foundation applies Financial Accounting Standards Board pronouncements
issued through November 30, 1989, only to the extent that they have not been superseded by
GASB pronouncements issued after GASB Statement No. 1. The Research Foundation is also
exempt from applying certain GASB statements if they conflict with their adopted financial
reporting standards.
The financial statements are prepared using the economic measurement focus and the accrual
basis of accounting. Revenues are recorded when earned and expenses are recorded when
incurred.
Cash and Cash Equivalents Cash and cash equivalents are defined as short-term, highly liquid
investments that are readily convertible to known amounts of cash and present insignificant risk
of change in value because of a change in interest rates. They consist of cash on hand and in
commercial checking, money market, and savings accounts.
The Research Foundation has secured a contract for deposit of monies with Tri Counties Bank
whereby all deposits will be subject to the security provided to local public agencies. The
deposits are collateralized with securities held by the Union Bank of California.
Investments Short-term investments consist of time certificates of deposit, and deposits in
Local Agency Investment Fund (LAIF). Investments also include Common Fund, which
consists of U.S. government securities, corporate obligations, and other securities which are
recorded at their estimated fair value based on information received by the fund manager.
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NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008 and 2007

The CSU, Chico
Research Foundation

Investments for which a readily determinable fair value does not exist, are referred to as
alternative investments. These investments may be structured as limited partnerships, limited
liability corporations, trusts, or corporations. The fair value of these investments have been
estimated by the Research Foundation. The Research Foundation’s estimates are based on
information provided by the fund managers. For the years ended June 30, 2008 and 2007, the
Research Foundation holds alternative investments in the amount of $1,458,608 (6.87% of net
assets) and $1,460,347 (7.21% of net assets), respectively.
In accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain
Investments and for External Investment Pools, highly liquid market investments with
maturities of one year or less at the time of purchase are stated at amortized cost. All other
investments are stated at fair value.
The Research Foundation participates in LAIF managed by the state of California. As of
June 30, 2008, the LAIF pool includes structured notes and asset-backed securities which total
14.72% of the total portfolio. These structured notes and asset-backed securities are subject to
market risk as interest rates change. The fair value of the Research Foundation’s investment in
LAIF is the same as the carrying value of the pool shares. As of June 30, 2008, the fair value
of LAIF is 99.99% of the carrying value and is deemed to not represent a material difference.
There are no LAIF funds invested in derivatives as of June 30, 2008. Oversight of LAIF is
provided by the Local Investment Advisory Board (LIAB), which consists of five members as
designated by statute. The Chairman of the LIAB is the State Treasurer or his designated
representative. The Research Foundation is considered to be a voluntary participant in the
LAIF investment pool.
The Research Foundation’s investment policy established safety of principal as the primary
investment objective to realize a reasonable interest yield.
Accounts Receivable Accounts receivable include amounts due from the federal government,
state and local governments, or private sources in connection with reimbursement of allowable
expenditures made pursuant to the Research Foundation’s grants and contracts. Additionally,
accounts receivable consists of CSUC faculty emergency loan funds, and other miscellaneous
accounts receivable. The Research Foundation utilizes the allowance method with respect to its
accounts receivable. The allowance recorded was $490 and $947 as of June 30, 2008 and 2007,
respectively.
Prepaid Expenses and Other Assets Prepaid expenses and other assets include inventories and
deferred crop planting expenses. Deferred crop planting expenses represent the cost of seed,
fertilizer, labor, and other crop preparation expenses which will be charged to operations when
the related crop revenue is recognized.
Inventories Feed inventory is stated at cost, and horticulture inventory is stated at average cost.
Both are on a first-in, first-out basis. Feeder livestock is stated at the lower of cost or market
value.
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The CSU, Chico
Research Foundation

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008 and 2007

Inventories, included in prepaid expenses and other assets, consisted of the following:

2008

2007

Feeder livestock
Meat lab
Feed
Other

$

35,050
13,237
36,816
33,066

$

28,747
14,008
43,454
36,060

Total

$

118,169

$

122,269

Other Long-Term Investment Other long-term investment is real estate held for sale. It is
recorded at the fair market value determined on the date it was donated.
Capital Assets Capital assets are stated at cost, or if acquired by gift, are recorded at estimated
market value at the date of acquisition. Livestock is recorded at a unit value which
approximates average cost for the particular species, gender, size, and age of the animal.
Capital assets are not capitalized by the Research Foundation if the title remains with or reverts
to the grantor. Planned major maintenance is accounted for using the direct expense method.
Expenditures for new construction, major renewals and replacements, and equipment over
$5,000 are capitalized.
Depreciation is provided for in amounts sufficient to relate the cost of depreciable assets to
operations over their estimated service lives using the straight-line method. Depreciation for
capital assets purchased with grant and contract funds has been charged using an estimated
useful life of five years. Livestock is not depreciated because management considers the unit
values to approximate amounts to be realized on the ultimate disposition of livestock.
Net Assets Net assets are restricted due to constraints imposed by donors or by funding
sources. Current restricted net assets include a donor restricted research endowment, faculty
emergency loan fund, and funds held for CSUC for campus licensing agreements. When an
expense is incurred for purposes for which both restricted and unrestricted net assets are
available, restricted resources are applied first.
Depository Accounts Depository accounts represent the amount of tenant security deposits on
property the Research Foundation leases through a property management company.
Operating and Nonoperating Revenues (Expenses) All revenues that relate to the ongoing
operations of the Research Foundation are included in operating revenues. Gains and losses not
directly related to the ongoing operations and interest incurred on capital related debt is
reported as nonoperating.
Charges for services include revenues based on exchange transactions, namely sales of
educational and student activities and sales of agricultural products.
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NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008 and 2007

The CSU, Chico
Research Foundation

Grants and contracts are received from federal and state governmental agencies and various
other organizations. The Research Foundation receives an administration fee to cover indirect
overhead costs and recognizes this fee as income over the life of the grant or contract as a
percentage of total expenditures or salaries and wages as specified in the grant or contract.
Grants and contracts to be expended are not reflected in the financial statements of the
Research Foundation. The balance of these accounts totaled $17,534,231 and $15,795,845 at
June 30, 2008 and 2007, respectively.
Grants and gifts-capital includes real property or equipment received from donors, federal,
state, and other funding agencies.
Operating Expenses Administrative overhead charges are included in operating expenses.
When these charges are made to various programs, they are included in the direct expenses of
those programs. Allocations of overhead expenses from one function to another, and within
one function, are eliminated in the statement of activities so that allocated expenses are reported
only by the function to which they were allocated.
Use of Estimates The preparation of financial statements in conformity with generally
accepted accounting principles includes the use of estimates that affect the financial statements.
Accordingly, actual results could differ from those estimates.
Operating Lease and Facility Use Agreements The Research Foundation operates as an
auxiliary organization to CSUC under an operating agreement negotiated every five years. The
current operating and lease agreements expire on June 30, 2012. The Research Foundation
uses certain CSUC and other facilities under lease agreements requiring annual or monthly
rental payments, or space trades. All leases are cancelable with 30 days notice to the lessor.
Lease payments amounted to $156,367 and $147,445 for the years ended June 30, 2008 and
2007, respectively.
Business, Financial, and Information Technology Services The Associated Students of CSU,
Chico (Associated Students) by contract provides business, financial, and information
technology services to the Research Foundation. The cost of these services was $775,615 and
$745,322 for the years ended June 30, 2008 and 2007, respectively.
The Research Foundation provides administrative and financial services to the University
Foundation. The revenue for these services was $452,002 and $386,950 for the years ended
June 30, 2008 and 2007, respectively.
Receivable From the Associated Students As required by the operating lease agreement
between CSUC and the Associated Students, all payments related to this agreement are directed
to the Research Foundation. The amount receivable from the Associated Students for this
obligation was $604,361 and $587,403 at June 30, 2008 and 2007, respectively.
Receivable/Payable With CSUC Receivables and payables with CSUC are a result of grant
and contract transactions and other miscellaneous supplies and services. The amounts
receivable and payable for the year ended June 30, 2008, for these obligations were $485,790
and $367,778, respectively. The respective amounts for the year ended June 30, 2007, were
$166,197 and $381,435.

10

The CSU, Chico
Research Foundation

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008 and 2007

Income Taxes The Research Foundation is exempt from income taxes under Section 501(c)(3)
of the Internal Revenue Code and Section 23701(d) of the California Revenue and Taxation
Code. However, income from certain activities not directly related to the tax-exempt purpose is
subject to taxation as unrelated business income. The Research Foundation has been classified
as an organization that is not a private foundation under Section 509(a)(2).
Personnel The Research Foundation provides personnel services to the University Foundation
under contract. The University Foundation reimburses the Research Foundation for the cost of
these services. The personnel hired are employees of the Research Foundation and participate
in the Research Foundation’s benefit plans. The University Foundation indemnifies the
Research Foundation for the acts of its employees under the University Foundation’s
supervision. The amount receivable from the University Foundation was $67,678 and $104,638
at June 30, 2008 and 2007, respectively.
2.

CASH AND CASH EQUIVALENTS
Custodial credit risk is the risk that, in the event of a bank failure, the Research Foundation’s
deposits may not be returned. The Research Foundation does not have a policy for custodial
credit risk. As of June 30, 2008, $1,141,139 of the Research Foundation’s bank balance of
$1,149,603 was uninsured and collateralized with securities held by the pledging financial
institutions’ trust department. As of June 30, 2007, $1,016,381 of the Research Foundation’s
bank balance of $1,028,126 was uninsured and collateralized with securities held by the
pledging financial institutions’ trust department.

3.

INVESTMENTS
Investments for the year ended June 30, 2008, were as follows:

Current

Noncurrent
Unrestricted

Total
(Calculated)

State of California Local Agency Investment Fund
Real estate
Certificates of deposit
Common Fund - mutual funds
Note receivable

$ 4,019,636
198,000
1,458,608
-

$

20,000
25,000

$

4,019,636
20,000
198,000
1,458,608
25,000

Total Investments

$ 5,676,244

$

45,000

$

5,721,244

Investments for the year ended June 30, 2007, were as follows:

Current

Noncurrent
Unrestricted

Total
(Calculated)

State of California Local Agency Investment Fund
Real estate
Certificates of deposit
Common Fund - mutual funds

$ 4,160,945
198,000
1,460,347

$

20,000
-

$

4,160,945
20,000
198,000
1,460,347

Total Investments

$ 5,819,292

$

20,000

$

5,839,292
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NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008 and 2007

The CSU, Chico
Research Foundation

Credit Risk
The Research Foundation’s investment policy does not limit its investment choices. The
Research Foundation’s investments in mutual funds and Local Agency Investment Funds
(LAIF) are unrated.
Concentration of Credit Risk
Financial instruments which potentially subject the Research Foundation to concentrations of
credit risk consist primarily of cash investments. More than 5% of the Research Foundation’s
investments are in LAIF and mutual funds. At June 30, 2008, these investments were 70.26%
and 25.49%, respectively, of the Research Foundation’s total investments. At June 30, 2007,
these investments were 71.26% and 25.01%, respectively, of the Research Foundation’s total
investments.
Interest Rate Risk
Interest rate risk is the risk whereby changes in market interest rates could adversely affect the
fair value of an investment. The Research Foundation does not have a formal investment
policy that limits investment maturities as a means of managing its exposure to fair value losses
arising from increasing interest rates.
4.

ACCOUNTS RECEIVABLE
Accounts receivable consisted of the following:

2008
Federal, state, and other grants and contracts
CSUC faculty emergency loan funds
Other
Subtotal
Less: Allowance for doubtful accounts

$ 4,871,062
49,601
1,401,603

$ 5,780,771
50,076
1,108,946

6,322,266

6,939,793

(490)

Total

$ 6,321,776

12

2007

(947)
$ 6,938,846

The CSU, Chico
Research Foundation

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008 and 2007

5.

CAPITAL ASSETS
Capital asset activity for the year ended June 30, 2008, was as follows:
Beginning
Balance
NONDEPRECIABLE CAPITAL ASSETS
Land and land improvements
Construction in progress
Breeding livestock

$ 5,932,443
302,046
78,980

Additions

$

309,451
14,890

Retirements

$

-

Ending
Balance

Transfers

$

$ 5,932,443
525,509
93,870

(85,988)

6,551,822

Total Nondepreciable Capital Assets

6,313,469

324,341

DEPRECIABLE CAPITAL ASSETS
Building and improvements
Equipment and furnishings

10,512,244
4,631,112

746,349
392,098

(54,792)
(23,683)

85,988
-

11,289,789
4,999,527

Total Depreciable Capital Assets

15,143,356

1,138,447

(78,475)

85,988

16,289,316

Subtotal

21,456,825

1,462,788

(78,475)

-

22,841,138

LESS: ACCUMULATED DEPRECIATION
Building and improvements
Equipment and furnishings

(2,666,993)
(3,116,600)

54,792
19,192

-

(2,970,486)
(3,570,720)

Total Accumulated Depreciation
Total Net Capital Assets

(358,285)
(473,312)

(5,783,593)
$ 15,673,232

-

(85,988)
-

(831,597)
$

631,191

73,984
$

(4,491)

$

-

(6,541,206)
$ 16,299,932

Capital asset activity for the year ended June 30, 2007, was as follows:
Beginning
Balance
NONDEPRECIABLE CAPITAL ASSETS
Land and land improvements
Construction in progress
Breeding livestock

$ 5,742,392
179,534
38,740

Additions

$

190,051
251,034
40,240

Retirements

$

-

Ending
Balance

Transfers

$

$ 5,932,443
302,046
78,980

(128,522)

6,313,469

Total Nondepreciable Capital Assets

5,960,666

481,325

DEPRECIABLE CAPITAL ASSETS
Building and improvements
Equipment and furnishings

10,190,727
4,241,252

194,020
501,694

(1,025)
(111,834)

128,522
-

10,512,244
4,631,112

Total Depreciable Capital Assets

14,431,979

695,714

(112,859)

128,522

15,143,356

Subtotal

20,392,645

1,177,039

(112,859)

-

21,456,825

LESS: ACCUMULATED DEPRECIATION
Building and improvements
Equipment and furnishings

(2,317,812)
(2,777,877)

1,025
111,834

-

(2,666,993)
(3,116,600)

Total Accumulated Depreciation
Total Net Capital Assets

(350,206)
(450,557)

(5,095,689)
$ 15,296,956

-

(128,522)
-

(800,763)
$

376,276

112,859
$

-

$

-

(5,783,593)
$ 15,673,232

The detail of depreciation and amortization expense was as follows:
2008
Depreciation and Amortization Expense Related to Capital Assets
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$

831,597

2007
$

800,763
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NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008 and 2007

6.

OTHER ASSETS
Other assets consisted of the following:
2008

2007

Deposits held by property managers
Bond reserve accounts held by trustee

$

88,054
311,724

$

106,616
312,476

Total Other Assets

$

399,778

$

419,092
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7.

LONG-TERM DEBT OBLIGATIONS
Long-term debt obligations comprise the following:
2008
Noninterest bearing agreements with the state of
California, payable in cash or in-kind upon mutual
agreement or 30 days notice by either party. The
agreements are secured by cattle, sheep, swine, and
horticulture.

$

73,971

2007

$

73,971

Noninterest bearing note payable to the City of Chico to
be repaid in 20 annual payments of $25,000. The note is
secured by cash reserves and other assets.

300,000

325,000

Note payable to River Network to be repaid in the future
or forgiven. The note was to be repaid to the extent the
Foundation was able to raise funds for acquisition of the
land for the Big Chico Creek Ecological Preserve. New
management of River Network and the Foundation will
discuss ways to raise additional funds to repay the note.
To the extent additional funds are not raised, River
Network and the Foundation plan to sign an agreement to
forgive the unpaid balance on the note. Interest accrued at
5% for the year ended June 30, 2003. Per a revised
agreement dated July 1, 2003, no additional interest is to
accrue. The note is secured by real property.

490,300

490,300

Note payable to a private party, due and payable five
years after close of escrow on the purchased property.
Interest on the installment agreement is at 6% per annum,
payable monthly. The note is secured by real property.

380,000

380,000

Note payable to a private party, due and payable five
years after close of escrow on the purchased property.
Interest on the installment agreement is at 7% per annum,
payable monthly. The note is secured by real property.

-

217,336

Public auxiliary organization revenue bonds payable of
$5,115,000 acquired through A.G. Edwards & Sons, Inc.
The bonds were acquired to fund the cost of a building
located at 25 Main Street, Chico, California, and to
refinance the outstanding amount of the Foundation's
auxiliary organization revenue bonds Series 2000, which
were originally acquired to fund the cost of the CSU,
Chico soccer stadium and the building located at 35 Main
Street, Chico, California. The bonds will be repaid to the
trustee in 30 annual installments, including principal,
interest, and sinking fund payments, beginning June 2003
with interest rates ranging from 2.00% to 4.75%. The
bonds are secured by revenues of the Foundation.

4,505,000

4,610,000

$ 5,749,271

$ 6,096,607

Total
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Long-term liability obligation activity for the year ended June 30, 2008, was as follows:
Description

Balance
June 30, 2007

ACCRUED COMPENSATED ABSENCES

$

LONG-TERM DEBT OBLIGATIONS:
Revenue bonds payable
Notes payable

43,202

Additions
$

4,610,000
1,486,607

Total Long-Term Debt Obligations

$ 6,139,809

Balance
June 30, 2008

Long-Term
Portion

$

$

$

-

6,096,607

Total Long-Term Liabilities

48,573

Reductions

$

(43,190)
(105,000)
(242,336)

48,585
4,505,000
1,244,271

Current
Portion

11,878

$ 36,707

4,400,000
728,971

105,000
515,300

-

(347,336)

5,749,271

5,128,971

620,300

48,573

$ (390,526)

$ 5,797,856

$ 5,140,849

$ 657,007

Long-term liability obligation activity for the year ended June 30, 2007, was as follows:
Description

Balance
June 30, 2006

ACCRUED COMPENSATED ABSENCES

$

LONG-TERM DEBT OBLIGATIONS:
Revenue bonds payable
Notes payable

46,954

Additions
$

4,710,000
1,294,271

Total Long-Term Debt Obligations

250,000

6,004,271

Total Long-Term Liabilities

$ 6,051,225

47,943

$

Reductions

Balance
June 30, 2007

Long-Term
Portion

$

$

$

(51,695)
(100,000)
(57,664)

43,202
4,610,000
1,486,607

Current
Portion

14,130

$ 29,072

4,505,000
925,095

105,000
561,512

250,000

(157,664)

6,096,607

5,430,095

666,512

297,943

$ (209,359)

$ 6,139,809

$ 5,444,225

$ 695,584

Low

High

2.00%

5.00%

INTEREST RATES
Range of Interest Rates on Outstanding Debt

Debt service requirements are as follows:

Years Ending

Principal

All Other
Long-Term Debt
Obligations
Principal
Interest

Revenue Bonds
Interest

Principal

Total
Interest

2009
2010
2011
2012
2013
2014-2018
2019-2023
2024-2028
2029-2033

$ 105,000
110,000
115,000
115,000
120,000
685,000
485,000
760,000
2,010,000

$ 201,531
198,513
195,075
191,165
187,025
857,569
723,350
549,575
429,638

$ 515,300
25,000
405,000
25,000
98,971
125,000
50,000
-

$

22,800
22,800
3,800
-

$ 620,300
135,000
520,000
140,000
218,971
810,000
535,000
760,000
2,010,000

$ 224,331
221,313
198,875
191,165
187,025
857,569
723,350
549,575
429,638

Total

$ 4,505,000

$ 3,533,441

$ 1,244,271

$

49,400

$ 5,749,271

$ 3,582,841

16

The CSU, Chico
Research Foundation

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2008 and 2007

8.

OTHER LONG-TERM LIABILITIES
Other long-term liabilities consisted of the following:

2008

9.

2007

Reserve for grant cost disallowance
Postretirement health benefit reserve
Other

$

369,643
607,173
18,791

$

405,454
531,624
3,712

Total Other Long-Term Liabilities

$

995,607

$

940,790

ACCRUED COMPENSATED ABSENCES
Employees of the Research Foundation are entitled to paid vacation and paid sick leave based
on length of service and other factors. It is impractical to estimate the amount of compensation
for future paid sick days, and accordingly, no liability for these amounts has been recorded in
the accompanying financial statements. The Research Foundation's policy is to recognize the
costs of those compensated absences when actually paid to employees as sick leave does not
vest to the employee. The liability for compensated absences relating to paid vacation has been
accrued for all employees, except those funded by grants and contracts. The compensated
absences liability will be paid by both the General Fund and the Auxiliary Activities Fund.

10.

HEALTH CARE BENEFITS
As of January 1, 2005, the Research Foundation entered into a contract with the California
State University Risk Management Authority (CSURMA). to provide a fully insured healthcare
plan for eligible employees. Postretirement health benefits are not required as a part of the
CSURMA contract, however, the Research Foundation has elected to provide that benefit.
As of July 1, 2003, the Research Foundation contracted with Fortis Benefits to provide a fully
insured dental plan and with American International Group’s Medical Eye Service to provide a
fully insured vision plan for eligible employees.
Total health, dental, and vision insurance expense, except for employees funded by grants and
contracts, amounts to $240,811 and $213,164 for the years ended June 30, 2008 and 2007,
respectively.

11.

RETIREMENT PLANS
The Research Foundation sponsors a 401(k) savings plan which covers fully benefited
employees in a funded position. The amount of contributions to the plan is at the discretion of
the Board of Directors. The employer contribution is based upon an employee's years of
service. At the beginning of the second year of service, the Research Foundation contributes
2% of the employee's pay to the plan. The percentage increases by 2% for each year of service
up to a maximum contribution of 8%. Employer contributions vest immediately to the
employee. Expense recognized amounted to $81,580 and $69,440 for the years ended June 30,
2008 and 2007, respectively. The expense amounts for the 401(k) savings plan do not include
amounts paid for employees funded by grants and contracts.
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12.

The CSU, Chico
Research Foundation

ACCUMULATED POSTRETIREMENT BENEFITS
The Research Foundation sponsors an endowment-funded postretirement health care plan that
covers both salaried and nonsalaried benefited employees. The plan provides medical benefits
to qualified retirees to the extent sustainable by the provided endowment and can be terminated
at any time. The postretirement health care plan is contributory with retiree contributions
adjusted annually. Employees who retired prior to January 1, 2006, are qualified after 15 years
of credited service and attainment of age 55. Employees retiring after January 1, 2006, are
qualified after 15 years of credited service and the attainment of age 60. At June 30, 2008, six
participants met these eligibility requirements and an estimated thirty-seven participants will be
eligible in future years.
The accumulated postretirement benefit obligation (APBO) is a standardized measure of the
present value of postretirement benefits estimated to be payable in the future as a result of an
employee’s service to date. The postretirement benefit obligation at June 30 2007, was
computed based on an estimate of the number of employees who may retire and the estimated
expense. The postretirement benefit obligations at June 30, 2008, were computed based on an
actuarial valuation performed as of July 1, 2008.
The Research Foundation has chosen to recognize the transition obligation in the statement of
net assets and statement of revenues, expenses, and changes in net assets on a delayed basis
over the plan participants’ future service periods. The full APBO is calculated to be $513,989
and $377,623 for the years ended June 30, 2008 and 2007, respectively. The APBO recognized
is $631,173 and $560,624 at June 30, 2008 and 2007, respectively. An outside actuarial
computation of the liability was performed during the 2007-08 plan year. The plan will be
funded on the pay-as-you-go basis. The amount paid on behalf of current retirees was $25,744.
The expected benefits to be paid over the next 10 years are as follows:
Years Ending

2009
2010
2011
2012
2013
2014-2018

$

35,364
40,266
45,168
51,260
56,182
168,475

Total

$

396,715
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The expense amounts for the postretirement benefit plan for the year ended June 30, 2008,
were:
2008
2007

Service cost estimate
Amortization of unfunded actuarial accrued liability
Age adjusted retiree cost
Interest cost estimate

$

Total expense

$

11,761
24,283
(35,364)
680

$

87,141
32,533

$

119,674

In 2008, the actuarial valuation was completed by an independent consultant. In 2007, the
valuation was completed in-house. Significant actuarial assumptions used in the valuations
include: 1) a discount rate of 5.5% and 7% in 2008 and 2007, respectively, used to calculate the
present value of the future benefit payment; 2) a health care cost trend rate range of 8.6% to
5.5% compounded annually in 2008 and a cost trend rate of 4% compounded annually in 2007.
3) Fixed monthly benefit amount of the $200 and $400 for one or two participants; and
4) mortality rates used in the most recent California PERS pension valuations in 2008 and
mortality rates based on the 1983-GAM Tables in 2007.
13.

JOINT POWERS AGREEMENT
The Research Foundation participates in a joint powers agreement with California State
University Risk Management Authority (CSURMA). CSURMA arranges for and provides
liability, property, and workers’ compensation insurance for its members. The Research
Foundation pays a premium commensurate with the level of coverage requested.
The relationship between the Research Foundation and CSURMA is such that it is not a
component unit of the Research Foundation for financial reporting purposes. The Research
Foundation’s share of year-end assets, liabilities, or fund equity is not calculated by CSURMA.
The condensed audited financial information for CSURMA as of June 30, 2007, is as follows:

Total assets
Total liabilities

$ 178,116,000
(154,488,000)

Net Assets

$ 23,628,000

Total operating revenues
Total operating expenses
Net nonoperating revenues
Reductions to future funding commitment
from California State University

$ 91,765,000
(67,152,000)
9,724,000

Total Change in Net Assets

$ 23,628,000

(10,709,000)

CSURMA is economically dependent on the California State University (CSU) for funding and
has secured a commitment from the CSU to provide sufficient cash flow to meet its operating
needs and to fund losses over a period of time. The liability to CSURMA for workers’
compensation insurance was $3,685 at June 30, 2008.
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14.

The CSU, Chico
Research Foundation

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
The accompanying schedule of expenditures of federal awards includes the federal grant
activity of the Research Foundation and is presented on the accrual basis of accounting. The
information in this schedule is presented in accordance with OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Therefore, some amounts presented
in this schedule may differ from amounts presented in, or used in the preparation of, the basic
financial statements.

15.

NET OPERATING LOSS
The Research Foundation has net operating loss (NOL) carryforwards as a result of unrelated
business income. At June 30, 2008 and 2007, the NOL carryforwards are approximately
$270,000 and will expire beginning in 2020. A deferred tax asset valuation allowance has been
established to the extent of the full NOL as it is unlikely that a benefit will be realized.
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SCHEDULES OF FINANCIAL POSITION
Plant
and Bond
Fund

General
Fund

June 30

Board
Designated
Fund

Auxiliary
Activities
Fund

Sponsored
Programs
Fund

Campus
Programs
Fund

Totals
2007

2008

ASSETS
Cash and cash equivalents
Short-term investments
Net accounts and other receivables
Sponsored programs receivable
Inventories
Prepaid and deferred crop
planting expenses
Property held for sale
Notes receivable
Land, buildings, and equipment net of accumulated depreciation

$

Total Assets

5,050
549,821
408,281
-

$

5,807
20,780
129
-

$

107,534
382,840
51,979
-

$

199,070
843,436
92,509
118,169

$

13,268
949,543
94,514
4,776,548
-

$

828,689
2,929,824
897,816
-

$

1,159,418
5,676,244
1,545,228
4,776,548
118,169

$

478,539
5,819,292
1,249,070
5,689,776
122,269

188,780
20,000
-

359,695
-

20,220
-

174,045
-

5,765
-

36,692
25,000

785,197
20,000
25,000

809,348
20,000
-

-

14,996,042

83,720

1,220,170

-

-

16,299,932

15,673,232

$ 1,171,932

$ 15,382,453

$

646,293

$ 2,647,399

$

5,839,638

$ 4,718,021

$ 30,405,736

$ 29,861,526

$

$

$

$

$

781,864
668,417
2,932,228
4,382,509

$

$

1,388,212
1,670,216
1,175
8,400
1,244,271
4,505,000
369,643
9,186,917

$ 1,497,775
1,593,152
1,925
14,536
1,486,607
4,610,000
405,454
9,609,449

LIABILITIES AND NET ASSETS
LIABILITIES
Accounts payable
Accrued expenses
Deferred revenue
Deposits held for others
Interfund (receivables) payables
Notes payable
Bonds payable
Reserve for grant cost disallowance
Total Liabilities
NET ASSETS (DEFICIT)
Total Liabilities and Net Assets

165,795
823,730
8,400
1,777,063
369,643
3,144,631
(1,972,699)

$ 1,171,932

17,013
1,170,300
4,505,000
5,692,313
9,690,140

$ 15,382,453

$

247,115
23,589
(1,878,653)
(1,607,949)

75,051
16,753
1,175
238,920
73,971
405,870

2,254,242

2,241,529

646,293

$ 2,647,399

See notes to the supplemntal information.
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$

118,387
120,714
(3,069,558)
(2,830,457)

1,457,129

7,548,478

21,218,819

20,252,077

5,839,638

$ 4,718,021

$ 30,405,736

$ 29,861,526

The CSU, Chico
Research Foundation

SCHEDULES OF FUNCTIONAL ACTIVITIES AND
CHANGES IN NET ASSETS (DEFICIT)
Plant
and Bond
Fund

General
Fund

Years Ended June 30

Board
Designated
Fund

Auxiliary
Activities
Fund

Sponsored
Programs
Fund

Campus
Programs
Fund

2008

Totals
2007

REVENUES AND OTHER SUPPORT
Agriculture and enterprise sales
Sponsored programs fees
Sponsored programs receipts
Agriculture Research Initiative
University programs receipts
Interest and investment income
Other income
Total Revenues and Other Support

$

2,664,287
109,702
1,141,935

$

10,412
385,791

$

9,609
24,112

$

1,291,299
130,256

$

24,280,818
575,765
(37,209)
238,870

$

3,978,857
100,423

$

1,291,299
2,664,287
24,280,818
575,765
3,978,857
92,514
2,021,387

$ 1,004,335
2,096,102
24,429,178
507,286
3,619,304
429,705
1,995,753

3,915,924

396,203

33,721

1,421,555

25,058,244

4,079,280

34,904,927

34,081,663

Auxiliary activities cost of sales
Auxiliary activities expense
Sponsored programs disbursements
University programs expenses
Scholarships and research grants
Foundation administration
Faculty and grant development
Interest expense
Other expenses

3,018,452
-

205,932
406,268

1,278,613
-

186,063
1,380,643
42,106

23,618,496
739,217
-

3,903,435
-

186,063
1,380,643
23,618,496
3,903,435
739,217
3,018,452
1,278,613
205,932
448,374

203,421
1,334,650
23,016,574
3,621,962
604,126
2,997,629
1,004,729
208,098
439,300

Total Expenses

3,018,452

1,608,812

EXPENSES

Change in Net Assets Before Transfers

612,200

1,278,613

897,472

(215,997)

(1,244,892)

(565,515)
8,940
(39,125)
(7,941)

109,731
-

24,357,713

3,903,435

34,779,225

33,430,489

(187,257)

700,531

175,845

125,702

651,174

50,849
249,547

(8,940)
(602,580)
(9,300)

(104,870)
612,896

865,887

1,087,843

TRANSFERS
Board of directors allocations
Administration fee transfers
Other fund transfers
Transfers from other auxiliaries
Plant fund transfers:
Purchased assets - net
Depreciation
CSUC

(1,371,969)
305,515
(15,917)

1,371,969
(305,515)
-

Net Transfers

(1,686,012)

1,176,185

Increase (Decrease) in Net Assets
Before Extraordinary Item

(788,540)

960,188

Extraordinary item - debt forgiveness gain (loss)

(468,555)

-

Increase (Decrease) in Net Assets

(1,257,095)

960,188

Net Assets - Beginning of Year
Net Assets (Deficit) - End of Year

(715,604)
$ (1,972,699)

8,729,952
9,690,140

$

565,515
585,995
20,685
(8,930)

-

1,163,265
(81,627)
(81,627)
$

See notes to the supplemntal information.
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2,335,869
2,254,242

$

-

-

(24,847)

(332,513)

300,396

(620,820)

508,026

841,040

755,330

113,139

79,711

683,871

966,742

1,406,504

468,555

-

-

-

-

581,694

79,711

683,871

966,742

1,406,504

1,659,835
2,241,529

1,377,418
1,457,129

6,864,607
7,548,478

20,252,077
$ 21,218,819

18,845,573
$ 20,252,077

$

$

The CSU, Chico
Research Foundation

SCHEDULES OF ACTIVITY
OF THE GENERAL FUND

2008

Years Ended June 30

2007

REVENUES
Sponsored programs administration fees
Interest and investment income
Other income
Auxiliary activities fund reimbursements

$ 2,664,287
109,702
1,141,935
435,440

$ 2,096,102
248,913
1,195,175
407,231

4,351,364

3,947,421

Salaries and related costs
Professional services
Insurance
Office and operating supplies
Depreciation
Administrative services
Grant cost disallowance
Other operating expenses

1,684,137
271,590
148,572
41,811
305,515
507,236
(35,253)
530,284

1,698,040
280,771
161,801
42,078
319,238
495,012
11,346
396,074

Total Expenses

3,453,892

3,404,360

897,472

543,061

8,940

7,612

906,412

550,673

Total Revenues

EXPENSES

Excess Revenues Over Expenses From Operations
Administration fees
Excess Revenues Over Expenses Before Extaordinary Item
Extraordinary item - debt forgiveness loss

(468,555)

Excess Revenues Over Expenses

$

24

437,857

$

550,673
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SCHEDULES OF ACTIVITY OF THE
AUXILIARY ACTIVITIES FUND

Years Ended June 30
SALES
Livestock and dairy
Crop and orchard
Horticulture
Enterprise receipts

University
Farm

$ 401,182
554,628
15,066
-

Enterprise

$

Totals
2007

2008

320,423

$ 401,182
554,628
15,066
320,423

$

254,277
361,637
80,527
307,894

Total Sales

970,876

320,423

1,291,299

1,004,335

COST OF SALES
Livestock and dairy

186,063

-

186,063

203,421

Total Cost of Sales

186,063

-

186,063

203,421

Gross Profit

784,813

320,423

1,105,236

800,914

OPERATING EXPENSES
Salaries and employee benefits
Accounting and professional costs
Utilities and telephone
Travel and meetings
Operating supplies and customer telephone
Depreciation
Insurance
Student payments
Veterinary costs
Machine hire
Repair and maintenance
Rent and leasing
Registration fees
Postage and printing
Other operating expenses

208,413
145,833
4,371
3,515
195,520
95,361
10,950
30,622
6,867
103,060
10,899
5,072
12,702

265,395
27,519
24,544
19,128
34,900
21,955
1,495
24,649
44,889
3,058
79,926

473,808
173,352
28,915
22,643
230,420
117,316
1,495
10,950
30,622
6,867
127,709
55,788
5,072
3,058
92,628

460,998
113,534
22,775
28,580
250,739
107,399
1,425
8,203
19,840
17,053
99,773
60,806
1,851
4,936
136,738

Total Operating Expenses

833,185

547,458

1,380,643

1,334,650

Income (Loss) From Operations

(48,372)

(227,035)

(275,407)

(533,736)

Other income
Interest income
Interest expense
Other expense

107,810
22,446
-

(42,106)

107,810
22,446
(42,106)

71,620
33,349
(23,612)
(44,060)

Total Other Income (Expense)

130,256

(42,106)

88,150

37,297

OTHER INCOME (EXPENSE)

TRANSFERS IN (OUT)
In
Out
To CSU, Chico
From other auxiliaries

40,775
(5,061)
16,547

15,135
233,000

55,910
(5,061)
249,547

101,992
(13,913)
(68,800)
412,083

Net Transfers

52,261

248,135

300,396

431,362

134,145

(21,006)

113,139

(65,077)

-

468,555

468,555

$ 134,145

$ 447,549

Net Income (Loss), Including Administration Fees
Paid to General Fund, Before Extraordinary Item
Extraordinary item - debt forgiveness gain
Net Income (Loss), Including Administration Fees
Paid to General Fund
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$

581,694

$

(65,077)

SCHEDULES OF SOURCE OF FUNDING AND
EXPENDITURES FOR GRANTS AND CONTRACTS
(SPONSORED PROGRAMS FUND)

The CSU, Chico
Research Foundation

2008

Years Ended June 30

SOURCE OF DIRECT FUNDING
Federal funds
State of California and local governments
Agricultural Research Initiative
Foundations and other tax exempts
Profit-oriented organizations
Non-cash contributions

2007

$ 13,485,962
5,754,192
575,765
1,432,262
1,075,618
364,450

$ 13,468,474
5,483,380
507,286
1,465,724
1,892,226
-

22,688,249

22,817,090

SOURCE OF INDIRECT COST REIMBURSEMENTS
Federal government
State of California and local government
Foundations and other tax exempts
Profit-oriented organizations

1,267,780
602,853
145,363
179,736

1,216,623
448,648
159,557
270,082

Total Indirect Cost Reimbursements

2,195,732

2,094,910

Total

$ 24,883,981

$ 24,912,000

DIRECT EXPENDITURES
Personnel services:
Salaries and wages
Fringe benefits
Operating expenses
Equipment
Student support

$ 8,408,981
2,591,354
9,581,837
866,679
1,239,398

$ 8,208,856
2,586,710
9,744,962
1,009,991
1,266,571

22,688,249

22,817,090

869,468
536,491
56,832
724,297
8,644

890,133
527,756
43,132
600,802
33,087

2,195,732

2,094,910

$ 24,883,981

$ 24,912,000

Total Direct Sources and Transfers

Total Direct Expenditures
INDIRECT EXPENDITURES
Personnel services:
Salaries, wages, and fringe benefits
Administration expenses
Development
Programming allocation
Other
Total Indirect Expenditures
Total
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SCHEDULE OF SUPPLEMENTAL INFORMATION
(CSU FORMAT)

Auxiliary
Organizations
GASB

June 30, 2008

NET ASSETS INVESTED IN CAPITAL ASSETS - NET OF RELATED DEBT
Capital assets - net of accumulated depreciation
Long-term debt obligations - current portion
Long-term debt obligations - net of current portion
Other:
OID prepaid interest
Bond reserves
Interest payable

$ 16,299,932
(620,300)
(5,128,971)
47,971
311,724
(17,013)

Net Assets Invested in Capital Assets - Net of Related Debt

$ 10,893,343

June 30, 2008

Auxiliary
Organizations
GASB

TRANSACTIONS WITH RELATED ENTITIES
Reimbursements to University for salaries of University personnel working on contracts, grants, and other programs
Reimbursements to University for other than salaries of University personnel
Payments received from University for services, space, and programs
Gifts-in-kind to the University from Auxiliary Organizations
Amounts (payable to) University
Amounts receivable from University

$
$
$
$
$
$
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2,299,124
1,493,911
2,361,698
52,143
(367,778)
485,790

NOTES TO THE SUPPLEMENTAL INFORMATION
June 30, 2008 and 2007

1.

The CSU, Chico
Research Foundation

FUND ACCOUNTING
The accounts of the Research Foundation are maintained in accordance with the principles of
fund accounting. Under fund accounting, resources for various purposes are classified for
accounting and reporting purposes into funds established according to their nature and purpose.
The funds are organized as follows:
General Fund This fund is used to account for all financial resources except those
required to be accounted for in another fund. This fund recognizes as income various
administrative fees from other funds.
Plant and Bond Fund This fund is used to account for acquisition of physical properties
and funds expended and invested in physical properties for the General Fund, Board
Designated Fund, Sponsored Programs Fund, and Campus Programs Fund.
In addition, this fund is used to account for the bond construction and the principal, interest,
and reserve accounts. Bond proceeds are deposited into the bond construction account.
The proceeds are used to finance the construction and acquisition of buildings and
equipment as required by the Bond’s resolution. The principal, interest, and reserve
account is used to account for the payment obligations of the Research Foundation
Auxiliary Organization Bond Series 2003.
Board Designated Fund This fund is used to account for all amounts specifically allocated
by the Board of Directors to certain programs. These funds are used primarily for the
development of grant and contract proposals. Funding is also allocated to support and to
finance other CSUC-related projects. The amount expended from Board designations
amounted to $262,388 and $433,357 in 2008 and 2007, respectively. The amount
expended from incentive accounts amounted to $1,016,225 and $571,372 in 2008 and
2007, respectively.
Auxiliary Activities Fund This fund is used to account for the operations of the University
Farm, KCHO radio station, and other enterprise activities. These operations reimburse the
General Fund for accounting and data processing administration expenses based on the
usage of these services.
Sponsored Programs Fund This fund reflects the activity of various programs designed
for instruction, research, and community services. These programs are funded by federal
and state governmental agencies and various other organizations. The General Fund
receives administrative fees to cover the indirect overhead costs of these programs.
Campus Programs Fund This fund accounts for certain special activities of Research
Foundation-affiliated programs. These funds are carried as unrestricted net assets. The
Research Foundation receives an administrative fee equal to 8% of Campus Program Fund
expenditures.
Comparative Financial Information The schedules of financial position and schedules of
functional activities and changes in net assets include 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 generally accepted accounting principles.
Accordingly, such information should be read in conjunction with the Research Foundation's
financial statements for the year ended June 30, 2007, from which the summarized information
was derived.
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NOTES TO THE SUPPLEMENTAL INFORMATION
June 30, 2008 and 2007

2.

INTERFUND RECEIVABLES AND PAYABLES
The Research Foundation records direct interfund receivables and payables as they occur. As a
result of the use of a general checking account for all funds except the Agriculture Fund and
some sponsored program funds, indirect interfund receivables and payables entries are recorded
upon receipt, disbursement, or transfer of amounts among funds. Interfund receivables and
payables include several long-term notes.

2008
The environmental research lab in the Campus Programs
Fund has a note payable to the General Fund to be repaid
as funds are available, including interest at 5%.

92,196

$

87,794

KCHO radio station has a note payable to the General
Fund for equipment purchased to coincide with
construction costs of moving into 35 Main Street,
including interest at 5%. The loan balance, including
interest accrual, was forgiven in 2008.

-

268,160

KCHO radio station has a note payable to the General
Fund for construction costs to move into 35 Main Street.
Interest was accrued at 5% through 2007. The loan
balance, including interest accrual, was forgiven in 2008.

-

200,395

Total Interfund Receivables and Payables

3.

$

2007

$

92,196

$

556,349

EXTRAORDINARY ITEM
Forgiveness of debt resulted in extraordinary activity for the year ended June 30, 2008. This
activity represents the forgiveness of the KCHO radio station interfund notes payable, which
was forgiven by the General Fund. The gain (loss) activity is as follows:

DEBT FORGIVENESS
AUXILIARY ACTIVITIES
Equipment loan principal portion
Construction loan principal portion
Interest accrued

$

Total Auxiliary Activities Gain

229,258
165,697
73,600
468,555

GENERAL FUND LOSS

(468,555)

Total Debt Forgiveness - net

$
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NOTES TO THE SUPPLEMENTAL INFORMATION
June 30, 2008 and 2007

4.

The CSU, Chico
Research Foundation

NET ASSETS RESERVES
The Board, under guidelines established by the Chancellor’s Office, developed policies that
reserve the net assets of the Research Foundation. Future increases will also be reserved by
these policies.
Reservations are as follows for the year ended June 30, 2008:

Plant and
Bond Fund
Investment in plant, equipment,
and breeding herd
Inventory reserve
Reserve for working capital
Capital replacement reserve
Total Net Assets Reserves
Available for general purposes
Total Net Assets

Auxiliary
Activities
Fund

$ 9,690,140
-

$ 1,146,199
108,821
266,164
175,000

9,690,140

1,696,184

-

545,345

$ 9,690,140

$ 2,241,529

The net deficit of the General Fund as of June 30, 2008 and 2007, respectively, are due to the
purchase of additional property which will eventually be sold to the CSU, Chico campus. The
unrestricted dollars of the General Fund, as well as resources from the other funds, have been
used for these property acquisitions which are reflected in the Plant Fund net assets balance.
Therefore, there are no General Fund reserves to report, and the General Fund net deficit
balance as of June 30, 2008 and 2007, are $1,972,699 and $715,604, respectively.
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INDEPENDENT AUDITORS’ 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
To the Board of Directors
The CSU, Chico Research Foundation
Chico, California
We have audited the financial statements of The CSU, Chico Research Foundation (the Research
Foundation), a nonprofit organization and a component unit of the California State University, Chico,
California, as of and for the year ended June 30, 2008, and have issued our report thereon dated
September 9, 2008. 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.
Internal Control Over Financial Reporting
In planning and performing our audit, we considered the Research Foundation's internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Research Foundation’s internal control over financial reporting. Accordingly, we
do not express an opinion on the effectiveness of the Research Foundation’s internal control over
financial reporting.
A control deficiency 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
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the Research Foundation’s ability to initiate, authorize,
record, process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of Research
Foundation’s financial statements that is more than inconsequential will not be prevented or detected
by the Research Foundation’s internal control.
A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the Research Foundation’s internal control.
Our consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and would not necessarily identify all deficiencies in internal
control that might be significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses,
as defined above.
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INDEPENDENT AUDITORS’ 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
Continued
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Research Foundation’s financial statements are free
of 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.
This report is intended solely for the information and use of the Board of Directors, management, the audit
committee, and others within the Research Foundation, federal awarding agencies, and pass-through entities,
and is not intended to be and should not be used by anyone other than these specified parties.

September 9, 2008
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133
To the Board of Directors
The CSU, Chico Research Foundation
Chico, California
Compliance
We have audited the compliance of The CSU, Chico Research Foundation (the Research
Foundation), a nonprofit organization and a component unit of the California State University, Chico,
California, with the types of compliance requirements described in the U.S. Office of Management
and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each of its major
federal programs for the year ended June 30, 2008. The Research Foundation’s major federal
programs are identified in the summary of auditors’ results section of the accompanying schedule of
findings and questioned costs. Compliance with the requirements of laws, regulations, contracts,
and grants applicable to each of its major federal programs is the responsibility of the Research
Foundation’s management. Our responsibility is to express an opinion on the Research Foundation’s
compliance based on our audit.
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 OMB Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and
OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance
about whether noncompliance occurred with the types of compliance requirements referred to above
that could have a direct and material effect on a major federal program. An audit includes
examining, on a test basis, evidence about the Research Foundation’s compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit
does not provide a legal determination on the Research Foundation’s compliance with those
requirements.
In our opinion, the Research Foundation complied, in all material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the year ended
June 30, 2008.
Internal Control Over Compliance
The management of the Research Foundation is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations, contracts, and
grants applicable to federal programs. In planning and performing our audit, we considered the
Research Foundation’s internal control over compliance with requirements that could have a direct
and material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance, but not for the purpose of expressing an opinion
on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion
on the effectiveness of the Research Foundation’s internal control over compliance.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133
Continued
A control deficiency in an entity’s internal control over compliance 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 noncompliance with a type of compliance requirement of a federal program on
a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity’s ability to administer a federal program such that there is more than a remote
likelihood that noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the entity’s internal control.
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that material noncompliance with a type of compliance requirement of a federal
program will not be prevented or detected by the entity’s internal control.
Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses, as defined above.
This report is intended solely for the information and use of the Board of Directors, management, audit
committee, others within the Research Foundation, federal awarding agencies, and pass-through entities, and is
not intended to be and should not be used by anyone other than these specified parties.

September 9, 2008

43

FINDINGS AND QUESTIONED COSTS SECTION

The CSU, Chico
Research Foundation

SCHEDULE OF FINDINGS AND
QUESTIONED COSTS
June 30, 2008

A.

SUMMARY OF AUDITORS’ RESULTS
1.

The auditors’ report expresses an unqualified opinion on the financial statements of The
CSU, Chico Research Foundation (the Research Foundation).

2.

No deficiencies relating to the audit of the financial statements are reported in the
Independent Auditors’ Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Required by Government Auditing Standards, or in part B
of this schedule.

3.

No instances of noncompliance material to the financial statements of the Research
Foundation were disclosed during the audit.

4.

No significant deficiencies relating to the audit of the major federal award programs are
reported in the Independent Auditors’ Report on Compliance with Requirements
Applicable to Each Major Program and Internal Control Over Compliance Required by
OMB Circular A-133.

5.

The auditors’ report on compliance for the major federal award programs for the
Research Foundation expresses an unqualified opinion.

6.

No audit findings relative to the major federal award programs for the Research
Foundation are reported in part C of this schedule.

7.

The programs tested as major programs include:
State Administrative Matching Grants for Food Stamp Program
Improving Teacher Quality State Grants, Title II, Part A Services
Child Welfare Services Training Grants

CFDA 10.561
CFDA 84.367
CFDA 93.648

Research and Development Cluster
Road Clearing Robot
Low Cost High Speed Power Electric System

CFDA 10.206
CFDA 12.30

High Speed Simulation
Gibson NEH Fellowship
Multi-Purpose Remote Robot 1

CFDA 12.30
CFDA 45.160
CFDA 81.XXX

8.

The threshold for distinguishing Types A and B programs was $438,614.

9.

The Research Foundation was determined to be a low-risk auditee.
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B.

FINDINGS
FINANCIAL STATEMENTS AUDIT
None.
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CORRECTIVE ACTION PLAN
June 30, 2008

None.
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SUMMARY SCHEDULE OF
PRIOR AUDIT FINDINGS
June 30, 2007

INTERNAL CONTROL (Farm)
07-1
Significant Deficiency
Condition
Journal entries prepared by farm personnel are not being reviewed.
Criteria
Journal entries should be reviewed for appropriateness by an individual with suitable skill, knowledge, and
experience.
Effect
Without strengthening internal accounting policies and procedures, misstatements of financial information can
occur.
Recommendation
We recommend the Research Foundation review existing policies and procedures for opportunities of
improvement.
Current Status
Fully implemented.
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