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INDEPENDENT AUDITORS’ REPORT 

To the Board of Directors 
The CSU, Chico Research Foundation 
Chico, California 

We have audited the accompanying financial statements of the business-type activities of The CSU, 
Chico Research Foundation (the Research Foundation), as of and for the years ended June 30, 2011 
and 2010, which collectively comprise the Research Foundation’s basic financial statements as listed 
in the table of contents.  These financial statements are the responsibility of the Research Foundation’s 
management.  Our responsibility is to express opinions on these financial statements based on our 
audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States.  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 audits provide a reasonable basis for our 
opinions. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the business-type activities of the Research Foundation as of June 30, 
2011 and 2010, and the respective changes in financial position and cash flows thereof 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 $1,157,607 (4.92% of 
net assets) and $1,363,313 (5.88% of net assets) as of June 30, 2011 and 2010, respectively, 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 13, 2011, 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 and 
grant agreements, and other matters.  The purpose of that report is to describe the scope of our testing 
of internal control over financial reporting, and compliance and the results of that testing, and not to 
provide an opinion on the internal control over financial reporting or on compliance.  That report is an 
integral part of an audit performed in accordance with Government Auditing Standards and should be 
considered in assessing the results of our audits. 

The Research Foundation has omitted the management’s discussion and analysis (MD&A) that 
accounting principles generally accepted in the United States of America require to be presented to 
supplement the basic financial statements. Such missing 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. Our opinion on the basic financial 
statements is not affected by this missing information. 
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INDEPENDENT AUDITORS’ REPORT 
Continued 

Our audits were conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the Research Foundation’s financial statements 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 financial statements.  
The supplemental information as listed in the table of contents is the responsibility of management and was 
derived from and relate directly to the underlying accounting and other records used to prepare the financial 
statements.   The information has been subjected to the auditing procedures applied in the audits of the financial 
statements and, certain additional procedures, including comparing and reconciling such information directly to 
the underlying accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards generally accepted 
in the United States of America.  In our opinion, the information is fairly stated, in all material respects, in 
relation to the financial statements as a whole. 

 

 
 
September 13, 2011 
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June 30 2011 2010

ASSETS

CURRENT ASSETS
Cash and cash equivalents 525,335$       773,055$      
Short-term investments 7,887,743    5,305,417     
Accounts receivable - net 7,158,332    8,973,363     
Prepaid expenses and other assets 401,688        446,128        

Total Current Assets 15,973,098    15,497,963    

NONCURRENT ASSETS
Notes receivable 38,538          39,000          
Other long-term investment 16,500          16,500          
Capital assets - net 15,478,122  16,054,127    
Other assets 1,078,622    453,208        

Total Noncurrent Assets 16,611,782    16,562,835    

Total Assets 32,584,880$  32,060,798$  

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable 2,160,730$   1,707,647$   
Accrued salaries and benefits payable 874,510        883,997        
Accrued compensated absences 48,899          59,535          
Deferred revenue 1,725            9,675            
Capitalized lease obligation - current portion -                    54,252          
Long-term debt obligations - current portion 630,300        630,300        
Other current liabilities 40,551          38,209          

Total Current Liabilities 3,756,715      3,383,615      

NONCURRENT LIABILITIES
Accrued compensated absences - net of current portion 16,565          13,824          
Long-term debt obligations - net of current portion 4,333,971    4,473,971     
Depository accounts 11,550          10,525          
Other postemployment benefits obligation 518,730        582,699        
Other long-term liabilities 412,177        407,369        

Total Noncurrent Liabilities 5,292,993      5,488,388      

Total Liabilities 9,049,708      8,872,003      

NET ASSETS
Invested in capital assets - net of related debt 10,850,498  11,233,905    
Restricted for:

Expendable:
Research 1,079,996    982,778        
Loans 50,101          50,101          
Capital projects 111,613        216,293        
Other 710,329        630,448        
Unrestricted 10,732,635  10,075,270    

Total Net Assets 23,535,172    23,188,795    

Total Liabilities and Net Assets 32,584,880$  32,060,798$  

The accompanying notes are an integral part of these financial statements.
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Years Ended June 30 2011 2010

REVENUES

OPERATING REVENUES
Grants and contracts - noncapital:

Federal 19,305,384$ 18,153,101$  
State 3,863,318    4,026,609     
Local 1,268,502    1,354,550     
Nongovernmental 2,582,473    3,514,732     

Sales and services of educational activities 2,193,454    2,071,603     
Sales and services of auxiliary enterprises 4,192,467    3,326,156     
Other operating revenues 5,200,497    5,612,898     

Total Operating Revenues 38,606,095    38,059,649    

EXPENSES

OPERATING EXPENSES
Instruction 3,605,301    3,717,041     
Research 2,390,259    2,557,239     
Public services 19,764,332  19,010,196    
Academic support 5,151,769    4,009,845     
Student services 1,897,036    2,002,443     
Institutional support 3,021,646    3,153,820     
Operation and maintenance of plant 431,915       728,272        
Student grants and scholarships 223,630       362,169        
Auxiliary enterprises expenditures 1,924,202    1,738,739     
Depreciation and amortization 900,503       902,345        

Total Operating Expenses 39,310,593    38,182,109    

Net Operating Loss (704,498)       (122,460)       

NONOPERATING REVENUES (EXPENSES)
Investment income - net 320,989       600,135        
Interest expense (207,710)     (217,771)      
Other nonoperating revenue (expense) 552,570       (2,365,627)    

Net Nonoperating Revenues (Expenses) 665,849         (1,983,263)    

Loss Before Other Additions (38,649)         (2,105,723)    

Grants and gifts - capital 385,026         219,434         

Increase (Decrease) in Net Assets 346,377         (1,886,289)    

Net Assets - Beginning of Year 23,188,795    25,075,084    

Net Assets - End of Year 23,535,172$  23,188,795$  

The accompanying notes are an integral part of these financial statements.
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Years Ended June 30 2011 2010

CASH FLOWS FROM OPERATING ACTIVITIES

Federal grants and contracts 19,807,690$  16,762,325$  
State grants and contracts 4,887,242    4,677,185     
Local grants and contracts 1,251,350    1,393,645     
Nongovernmental grants and contracts 2,995,502    3,306,040     
Payments to suppliers (18,953,320) (19,478,308)  
Payments to employees (18,764,848) (17,437,603)  
Payments to students (275,750)     (332,614)      
Sales and services of educational activities 4,190,632    3,554,450     
Sales and services of auxiliary enterprises 2,261,930    1,690,203     
Other receipts 4,401,876    5,562,436     

Net Cash Provided (Used) by Operating Activities 1,802,304      (302,241)       

CASH FLOWS FROM NONCAPITAL

FINANCING ACTIVITIES

Other 850,981         639,491         

CASH FLOWS FROM CAPITAL 
AND RELATED FINANCING ACTIVITIES

Capital grants and gifts 385,026         219,894         
Proceeds from sale of capital assets 1,590            3,500            
Acquisitions of capital assets (624,498)     (546,219)      
Principal paid on capital debt and lease (194,252)     (185,002)      
Interest paid on capital debt (207,995)     (168,021)      

Net Cash Used by Capital and Related Financing Activities (640,129)       (675,848)       

CASH FLOWS FROM INVESTING ACTIVITIES

Investment income 93,148           504,730         
Purchase of investments (23,835,369) (16,839,836)  
Withdrawals from investments 21,481,345  15,815,133    

Net Cash Used by Investing Activities (2,260,876)    (519,973)       

Decrease in Cash and Cash Equivalents (247,720)       (858,571)       

Cash and Cash Equivalents - Beginning of Year 773,055         1,631,626      

Cash and Cash Equivalents - End of Year 525,335$       773,055$       

The accompanying notes are an integral part of these financial statements.
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Years Ended June 30 2011 2010

RECONCILIATION OF NET OPERATING
LOSS TO NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES

Operating loss (704,498)$     (122,460)$     
Adjustments to reconcile operating loss to net cash  
  provided by operating activities:

Depreciation and amortization expense 900,503       902,345        
Change in assets and liabilities:

Accounts receivable - net 1,815,031    (1,127,037)    
Prepaid expenses and other assets (580,974)     (51,134)        
Accounts payable 453,083       40,762          
Accrued salaries and benefits payable (9,487)          (37,904)        
Accrued compensated absences (7,895)          2,925            
Deferred revenue (7,950)          875               
Depository accounts 1,025            2,925            
Other postemployment benefits obligation (63,969)       61,632          
Other liabilities 7,435            24,830          

Net Cash Provided (Used) by Operating Activities 1,802,304$    (302,241)$     

The accompanying notes are an integral part of these financial statements.
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1. NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT  
ACCOUNTING POLICIES 

Nature of Activities  The CSU, Chico Research Foundation (the Research Foundation) is a not-
for-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, 
which is 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 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 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 Union Bank of California. 

Investments  Short-term investments consist of time certificates of deposit, money market 
accounts, and deposits in Local Agency Investment Fund (LAIF).  Investments also include 
equity securities, mutual funds, and Common Fund.  Common Fund consists of U.S. 
government securities, corporate obligations, and other securities that are recorded at their 
estimated fair value based on information received by the fund manager.   

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, 2011 and 2010, the 
Research Foundation holds alternative investments in the amounts of $1,157,607 (4.92% of net 
assets) and $1,363,313 (5.88% of net assets), respectively. 
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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, 2011 and 2010, the LAIF pool includes structured notes and asset-backed securities 
which total 5.01% and 5.42%, respectively, 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, 2011 and 2010, the fair value of LAIF is 100.15% and 100.16%, respectively, 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, 2011 and 2010.  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 whereas 
uncollectible accounts are determined based on past payment history. There was no allowance 
recorded for the years ended June 30, 2011 and 2010.  

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. 

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

2011 2010

Feeder livestock 27,959$         25,192$         
Meat lab 20,540         12,983          
Feed 39,068         38,342          
Other 40,191         32,299          

Total 127,758$       108,816$       
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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.   

Depository Accounts  Depository accounts represent the amount of tenant security deposits on 
property the Research Foundation leases through a property management company. 

Net Assets  The Research Foundation’s net assets are classified as follows: 

Invested in capital assets - net of related debt represents the Research Foundation’s 
total investment in capital assets, net of outstanding debt obligations related to those 
capital assets.  To the extent debt has been incurred for capital assets but not yet 
expended, such amounts are not included as a component of invested in capital assets - 
net of related debt. 

Restricted net assets - expendable include resources in which the Research Foundation 
is legally or contractually obligated to spend in accordance with restrictions imposed by 
external third parties.  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. 

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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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 $20,473,604 and $18,501,240 at 
June 30, 2011 and 2010, 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.  

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.  Expenses associated with the unrelated 
business income exceed the income or are insignificant.  Accordingly, no provision for income 
taxes has been recorded.  The Research Foundation functionally supports CSUC and has been 
classified in accordance with Section 509(a)(3), Type III. 

Reclassifications Certain balances in the prior-year financial statements have been reclassified 
for comparative purposes to conform to the presentation in the current-year financial 
statements.  These reclassifications have not had any impact on net income. 

Subsequent Events  Management has evaluated subsequent events through September 13, 2011, 
the date which the report was available to be issued. 

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, 2011 and 2010, the entire bank balance of $443,004 and $764,649, 
respectively, was uninsured and collateralized with securities held by the pledging financial 
institution’s trust department.  
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3. INVESTMENTS  

Investments for the year ended June 30, 2011, were as follows: 

Current 
Unrestricted

Noncurrent 
Unrestricted Total

Local Agency Investment Fund 6,224,303$    -$                   6,224,303$      
Money market 25,419         -                    25,419            
Real estate -                   16,500         16,500            
Certificates of deposit 99,000         -                    99,000            
Equity securities 116,685       -                    116,685          
Mutual funds 264,729       -                    264,729          
Common Fund 1,157,607    -                    1,157,607        
Note receivable -                   38,538         38,538            

Total  Investments 7,887,743$    55,038$         7,942,781$      
 

Investments for the year ended June 30, 2010, were as follows: 

Current 
Unrestricted

Noncurrent 
Unrestricted Total 

Local Agency Investment Fund 3,744,104$    -$                   3,744,104$      
Real estate -                   16,500         16,500            
Certificates of deposit 198,000       -                    198,000          
Common Fund 1,363,313    -                    1,363,313        
Note receivable -                   39,000         39,000            

Total  Investments 5,305,417$    55,500$         5,360,917$      

 
Credit Risk 

The Research Foundation’s investment policy does not limit its investment choices.  The 
Research Foundation’s investments in LAIF, money market, equity securities, mutual funds, 
and the Common Fund 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 the Common Fund.  At June 30, 2011, these investments were 
78.36% and 14.57%, respectively, of the Research Foundation’s total investments.  At June 30, 
2010, these investments were 69.84% and 25.43%, respectively, of the Research Foundation’s 
total investments. 
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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.  The average maturity for investments held within LAIF 
is less than one year. 

4. ACCOUNTS RECEIVABLE 

Accounts receivable consisted of the following: 

2011 2010

Federal, state, and other grants and contracts 5,723,974$    7,646,081$    
CSUC faculty emergency loan funds 50,101         50,101          
Other 1,384,257    1,277,181      

Total 7,158,332$    8,973,363$    

 

5. CAPITAL ASSETS 

Capital assets activity for the year ended June 30, 2011, was as follows: 

 

Beginning 
Balance Additions Retirements

Ending 
Balance

NONDEPRECIABLE CAPITAL ASSETS
Land and land improvements 6,427,443$   -$                      -$                   6,427,443$   
Construction in progress 761,961       2,055                (300,000)       464,016        
Breeding livestock 88,520         (1,630)              -                    86,890          

Total Nondepreciable Capital Assets 7,277,924      425                     (300,000)        6,978,349      

DEPRECIABLE CAPITAL ASSETS
Building and improvements 11,048,146  20,171              -                    11,068,317   
Equipment and furnishings 5,922,734    603,902            (8,173)           6,518,463     

Total Depreciable Capital Assets 16,970,880    624,073              (8,173)            17,586,780    

Subtotal 24,248,804    624,498              (308,173)        24,565,129    

LESS: ACCUMULATED DEPRECIATION
Building and improvements (3,683,816)  (404,280)          -                    (4,088,096)   
Equipment and furnishings (4,510,861)  (496,223)          8,173            (4,998,911)   

Total Accumulated Depreciation (8,194,677)    (900,503)            8,173             (9,087,007)    

Total Net Capital Assets 16,054,127$  (276,005)$          (300,000)$      15,478,122$  
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Capital assets activity for the year ended June 30, 2010, was as follows: 

Beginning 
Balance Reclassifications

Beginning 
Balance 

(Restated) Additions Retirements Transfers

Ending 
Balance

NONDEPRECIABLE CAPITAL ASSETS
Land and land improvements 5,932,443$   495,000$           6,427,443$   -$                  -$                  -$                  6,427,443$   
Construction in progress 3,721,734    -                       3,721,734    50,888          (3,000,000)  (10,661)       761,961       
Breeding livestock 88,060         -                       88,060         460               -                   -                   88,520         

Total Nondepreciable Capital Assets 9,742,237      495,000              10,237,237    51,348           (3,000,000)    (10,661)         7,277,924      

DEPRECIABLE CAPITAL ASSETS
Building and improvements 11,510,348  (495,000)          11,015,348  52,462          (30,325)       10,661         11,048,146  
Equipment and furnishings 5,485,514    -                       5,485,514    442,409        (5,189)         -                   5,922,734    

Total Depreciable Capital Assets 16,995,862    (495,000)            16,500,862    494,871         (35,514)         10,661           16,970,880    

Subtotal 26,738,099    -                         26,738,099    546,219         (3,035,514)    -                     24,248,804    

LESS: ACCUMULATED DEPRECIATION
Building and improvements (3,302,454)  -                       (3,302,454)   (405,837)      24,475         -                   (3,683,816)  
Equipment and furnishings (4,019,542)  -                       (4,019,542)   (496,508)      5,189           -                   (4,510,861)  

Total Accumulated Depreciation (7,321,996)    -                         (7,321,996)     (902,345)       29,664           -                     (8,194,677)    

Total Net Capital Assets 19,416,103$  -$                       19,416,103$  (356,126)$     (3,005,850)$  -$                   16,054,127$  

 

The detail of depreciation and amortization expense was as follows: 
2011 2010

Depreciation and Amortization Expense Related to Capital Assets 900,503$       902,345$       

 



NOTES TO THE FINANCIAL STATEMENTS 
June 30, 2011 and 2010 

The CSU, Chico
Research Foundation

 

14 

6. OTHER ASSETS 

Other assets consisted of the following: 

2011 2010

Deposits held by property managers 124,762$       142,452$       
Deposits held by unemployment insurance trust 643,104       -                    
Bond reserve accounts held by trustee 310,756       310,756        

Total Other Assets 1,078,622$    453,208$       

 

7. CAPITALIZED LEASE AND LONG-TERM DEBT OBLIGATIONS 

Capitalized lease and long-term debt obligations consisted of the following:  

2011 2010

CAPITALIZED LEASE OBLIGATION

Lease purchase agreement with Portable Facilities Leasing to be 
repaid in two annual installments of $58,864, including interest 
at 8.19% per annum.  The lease is secured by five used portable 
buildings. -$                   54,252$         

LONG-TERM DEBT OBLIGATIONS

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           73,971           

Noninterest bearing note payable to the City of Chico to be 
repaid in 20 annual payments of $25,000 through June 2020.  
The note is secured by cash reserves and other assets. 225,000         250,000         

Note payable to River Network to be repaid in the future or 
forgiven.  The note was to be repaid to the extent the Research 
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 Research Foundation will discuss 
ways to raise additional funds to repay the note.  To the extent 
additional funds are not raised, River Network and the Research 
Foundation plan to sign an agreement to forgive the unpaid 
balance on the note.  Interest accrued at 5.00% 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         

Long-Term Debt Obligations - Balance Forward 789,271$       814,271$       
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2011 2010

Long-Term Debt Obligations - Balance Brought Forward 789,271$       814,271$       

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 Research Foundation's auxiliary 
organization revenue bonds Series 2000, which were originally 
acquired to fund the cost of the CSUC 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 Research 
Foundation. 4,175,000      4,290,000      

Total Long-Term Debt Obligations 4,964,271      5,104,271      

Total Capitalized Lease and
Long-Term Debt Obligations 4,964,271$    5,158,523$    

 
 



NOTES TO THE FINANCIAL STATEMENTS 
June 30, 2011 and 2010 

The CSU, Chico
Research Foundation

 

16 

Long-term liability obligation activity for the year ended June 30, 2011, was as follows: 

Description

Balance 
June 30, 2010 Additions Reductions

Balance 
June 30, 2011

Current 
Portion

Long-Term 
Portion

ACCRUED COMPENSATED ABSENCES 73,359$         63,280$         (71,175)$     65,464$         48,899$       16,565$       

CAPITALIZED LEASE OBLIGATION 54,252           -                     (54,252)       -                     -                   -                   

LONG-TERM DEBT OBLIGATIONS:
Revenue bonds payable 4,290,000    -                   (115,000)     4,175,000    115,000     4,060,000  
Notes payable 814,271       -                   (25,000)       789,271       515,300     273,971     

Total Long-Term Debt Obligations 5,104,271      -                     (140,000)     4,964,271      630,300       4,333,971    

Total Long-Term Liabilities 5,231,882$    63,280$         (265,427)$   5,029,735$    679,199$     4,350,536$  

 

Long-term liability obligation activity for the year ended June 30, 2010, was as follows: 

Description

Balance 
June 30, 2009 Additions Reductions

Balance 
June 30, 2010

Current 
Portion

Long-Term 
Portion

ACCRUED COMPENSATED ABSENCES 70,434$         66,188$         (63,263)$     73,359$         59,535$       13,824$       

CAPITALIZED LEASE OBLIGATION 104,254         -                     (50,002)       54,252           54,252         -                   

LONG-TERM DEBT OBLIGATIONS:
Revenue bonds payable 4,400,000    -                   (110,000)     4,290,000    115,000     4,175,000  
Notes payable 839,271       -                   (25,000)       814,271       515,300     298,971     

Total Long-Term Debt Obligations 5,239,271      -                     (135,000)     5,104,271      630,300       4,473,971    

Total Long-Term Liabilities 5,413,959$    66,188$         (248,265)$   5,231,882$    744,087$     4,487,795$  
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Debt service requirements are as follows: 

Years Ending Principal Interest Principal Interest Principal Interest

2012 115,000$     191,165$     515,300$     -$                 630,300$     191,165$     
2013 120,000       187,025     25,000       -                 145,000       187,025      
2014 125,000       182,525     25,000       -                 150,000       182,525      
2015 130,000       177,681     98,971       -                 228,971       177,681      
2016 135,000       171,831     25,000       -                 160,000       171,831      
2017-2021 780,000       785,731     100,000     -                 880,000       785,731      
2022-2026 760,000       621,775     -                 -                 760,000       621,775      
2027-2031 -                   477,375     -                 -                 -                   477,375      
2032-2033 2,010,000    143,213     -                 -                 2,010,000    143,213      

Total 4,175,000$  2,938,321$  789,271$     -$                 4,964,271$  2,938,321$  

All Other 
Long-Term

 Debt ObligationsRevenue Bonds Total

 

8. OTHER LONG-TERM LIABILITIES 

Other long-term liabilities consisted of the following: 

2011 2010

Reserve for grant cost disallowance 405,474$       395,294$       
Other 6,703           12,075          

Total Other Long-Term Liabilities 412,177$       407,369$       

 

9. 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.  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 

The Research Foundation entered into a contract with the California State University Risk 
Management Authority (CSURMA) to provide a fully insured healthcare and vision plan for 
eligible employees. The Research Foundation also contracted with Premier Access to provide a 
fully insured dental 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. 

Total health, dental, and vision insurance expense, except for employees funded by grants and 
contracts, amounted to $306,858 and $270,198 for the years ended June 30, 2011 and 2010, 
respectively. 
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11. RETIREMENT PLANS 

Through June 15, 2009, the Research Foundation sponsored a 401(k) savings plan.  As of  
June 16, 2009, the Research Foundation suspended the 401(k) savings plan and replaced it with 
a 403(b) savings plan.  Under both plans, the Research Foundation covers fully benefited 
employees in a funded position.  The employer contributions to the plan are 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.  Expenses recognized for both plans amounted to $124,930 and $115,184 for the 
years ended June 30, 2011 and 2010, respectively.  The expense amounts for the savings plans 
do not include amounts paid for employees funded by grants and contracts. 

12. POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS 

Plan Description 

The Research Foundation sponsors an endowment-funded single-employer 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, 2011, 7 participants met these eligibility requirements and an 
estimated 44 participants will be eligible in future years. 

The Research Foundation elected to fully accrue the net other postemployment benefit (OPEB) 
plan obligation. The annual OPEB cost and net obligation are standardized measurements of 
the present value of postemployment benefits estimated to be payable in the future as a result of 
an employee’s service to date.  The plan provides a monthly fixed benefit of $200 or $400 for a 
participant or a participant and spouse, respectively.   

Funding Policy 

The Research Foundation will fund the plan monthly, on a pay-as-you-go basis, for members 
who meet the eligibility criteria.  The contribution requirements of plan members and the 
Research Foundation are established and may be amended by the Research Foundation’s Board 
or Directors.  The Research Foundation has the right to modify, alter, or amend the plan in 
whole or in part. 
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Annual Other Postemployment Benefit (OPEB) Cost and Net Obligation 

The Research Foundation’s OPEB cost, the percentage of OPEB cost contributed to the plan, 
and the net OPEB obligation is as follows: 

2011 2010

Annual Required Contribution (ARC) 19,461$         12,966$         
Interest on net OPEB Obligation 20,394         -                    
Adjustment to ARC (52,046)       77,775          

Annual OPEB Cost (12,191)         90,741           

Contributions 51,778           29,109           

Change in Net OPEB Obligation (63,969)         61,632           

Net OPEB Obligation - Beginning of Year 582,699         521,067         

Net OPEB Obligation - End of Year 518,730$       582,699$       
 

Annual Actual Net Ending
OPEB Employer Percentage OPEB

Year Ended Cost Contributions Contributed Obligation

June 30, 2011 19,461$         51,778$         266.06% 518,730$       
June 30, 2010 12,966$        29,109$        224.50% 582,699$      
June 30, 2009 12,349$        23,472$        190.07% 521,067$      

 

Funded Status and Funding Progress 

The funded status of the plan was as follows: 

2011 2010

Actuarial Accrued Liability (AAL) 518,730$       582,699$       
Actuarial value of plan assets -                    -                    

Unfunded Actuarial Accrued Liability (UAAL) 518,730$       582,699$       

Funded Ratio (Actuarial Value of Plan Assets/AAL) 0.00% 0.00%

Covered Payroll (Active Members) 5,504,862$    4,793,072$    

UAAL as a Percentage of Covered Payroll 9.42% 12.16%

 
Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and 
assumptions about the probability of occurrence of events into the future.  Examples include 
assumptions about future employment, mortality, and the health care cost trend.  Amounts 
determined regarding the funded status of the plan and the annual required contributions of the 
employer are subject to continual revision as actual results are compared with past expectations 
and new estimates are made about the future.  Deviations in any of several factors, such as 
future interest rates, medical cost inflation, Medicare coverage, and changes in marital status, 
could result in actual costs being less or greater than estimated. 
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Actuarial Methods and Assumptions 

The actuarial valuation was performed as of July 1, 2010, and was completed using the entry 
age normal actuarial cost method.  An actuarial cost method is a procedure for allocating the 
actuarial present value of benefits and expenses and for developing an actuarially equivalent 
allocation of such value to time periods, usually in the form of a normal cost and an actuarial 
accrued liability (AAL).  The entry age normal cost method allocates the present value of future 
benefits on a level basis over the earnings or service of each employee between the hire date 
and assumed retirement age.  The portion of the present value of future benefits allocated to a 
valuation year is called the normal cost.  The portion allocated to all prior years is called the 
AAL.  

The actuarial valuation was completed by an independent consultant.  Significant actuarial 
assumptions used in the valuations include a discount rate of 3.5% to calculate the present 
value of the future benefit payment; a health care cost trend rate range of 7.6% to 5.5% 
compounded annually; fixed monthly benefit amounts of the $200 for one and $400 for two 
participants, respectively; annual rate of increase in payroll of 3.25%; and mortality rates used 
in the most recent California PERS pension valuations.  

13. JOINT POWERS AGREEMENT 

California State University Risk Management Authority 

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, 2010, is as follows: 

Total assets 129,536,000$  
Total liabilities (109,679,000)  

Net Assets 19,857,000$    

Total operating revenues 61,760,000$    
Total operating expenses (80,254,000)    
Net nonoperating revenues 9,463,000        

Total Change in Net Assets (9,031,000)$    

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 prepaid balance to CSURMA for workers’ 
compensation insurance was $6,299 at June 30, 2011.   
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Auxiliary Organizations Unemployment Insurance Trust 

The Research Foundation participates in the Auxiliary Organizations Unemployment Insurance 
Trust (AOUIT) for unemployment insurance benefits.  The AOUIT is in the process of 
dissolution and will transition to the CSURMA Auxiliary Organizations Risk Management 
Authority (AORMA) Unemployment Insurance Program (UIP). The deposit requirement 
within AORMA UIP is significantly lower than that of AOUIT.  Therefore, of the estimated 
deposit amount of $833,425 held by AOUIT, $195,133 will be transferred to AORMA UIP and 
$638,292 will be refunded to the Research Foundation. The Research Foundation will maintain 
a vested interest in the amount transferred to AORMA UIP, and $195,133 is included in other 
assets as a long-term deposit.  The amount being refunded to the Research Foundation will be 
repaid throughout the dissolution process as claims are settled. The estimated refund to be paid 
during the fiscal year 2011-12 is $190,321 and has been included in accounts receivable at June 
30, 2011.  The estimated refund to be paid during the fiscal year 2012-13 is $447,971 and has 
been included in other assets as a long-term deposit. 

14. NET OPERATING LOSS 

The Research Foundation has net operating loss (NOL) carry forwards as a result of unrelated 
business income. At June 30, 2011 and 2010, the NOL carry forwards were approximately 
$305,000 and $270,000, respectively, 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.   

15. RELATED-PARTY TRANSACTIONS 

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.   

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 Research Foundation provides administrative and financial services to the University 
Foundation.   

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.   

Receivable/Payable With CSUC  Receivables and payables with CSUC are a result of grant 
and contract transactions and other miscellaneous supplies and services.   
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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 following is a schedule of transactions with related parties: 

 

2011 2010

TRANSACTIONS WITH RELATED ENTITIES

Payments to University for salaries of University personnel 
working on contracts, grants, and other programs 3,112,153$    2,816,130$   

Payments to University for other than salaries of University personnel 1,606,220$    1,778,947$   
Payments received from University for services, space, and programs 734,761$       1,610,836$   
Gifts-in-kind to the University from Auxiliary Organizations 136,369$       3,355,071$   
Gifts (cash or assets) to the University from recognized 

Auxiliary Organization -$                   150,000$      
Accounts (payable to) University (218,542)$     (218,137)$    
Other amounts (payable to) University (73,971)$       (73,971)$      
Accounts receivable from University 218,729$       227,152$      
Other amounts receivable from University 50,101$         50,101$        

TRANSACTIONS WITH ASSOCIATED STUDENTS

Payments for business, financial, and information technology services 693,420$       778,786$       
Accounts receivable from Associated Students for operating lease

and facility use agreements with CSUC 583,158$       628,569$      
Accounts payable to Associated Students (71,670)$       (46,637)$      

TRANSACTIONS WITH UNIVERSITY FOUNDATION

Revenue for administrative and financial services 452,664$       408,795$       
Revenue for personnel services 109,267$       117,243$      

 

16. CONTINGENCY 

 The Chancellor’s Office conducted a review of campus program accounts held by the Research 
Foundation and identified several accounts that may be more appropriately accounted for 
within CSUC Trust accounts.  The Research Foundation, CSUC and Chancellor’s Office Task 
Force are conducting a full review of the accounts to make a final determination as to which 
entity should account for the specific campus programs.  It is estimated that $300,000 to 
$450,000 will be transferred to CSUC during 2011-12. 
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Plant Board Auxiliary Sponsored Campus
General and Bond Designated Activities Programs Programs Totals

June 30 Fund Fund Fund Fund Fund Fund 2011 2010

ASSETS

Cash and cash equivalents 77,900$          6,415$            42,024$            104,709$        12,929$           281,358$        525,335$        773,055$       
Short-term investments 605,121          105,072        680,998          768,031        1,151,438       4,577,083     7,887,743     5,305,417    
Net accounts and other receivables 423,180          125               51,196            90,168          175,713          869,689        1,610,071     1,468,684    
Sponsored programs receivable -                     -                    -                      -                     5,548,261       -                    5,548,261     7,504,679    
Inventories -                     -                    -                      127,758        -                      -                    127,758        108,816       
Prepaid and deferred crop
   planting expenses 811,154          352,903        16,829            138,108        200                 33,358          1,352,552     790,520       
Property held for sale 16,500           -                    -                      -                     -                      -                    16,500          16,500         
Notes receivable -                     -                    -                      -                     -                      38,538          38,538          39,000         
Land, buildings, and equipment -
   net of accumulated depreciation -                     13,944,381   76,818            1,456,923     -                      -                    15,478,122   16,054,127  

Total Assets 1,933,855$     14,408,896$   867,865$          2,685,697$     6,888,541$      5,800,026$     32,584,880$   32,060,798$  

LIABILITIES AND NET ASSETS

LIABILITIES
Accounts payable 475,797$        -$                   35,308$           83,357$         1,363,448$     202,820$       2,160,730$    1,707,647$   
Accrued expenses 206,603          16,256          12,774            20,263          618,486          112,846        987,228        1,007,640    
Deferred revenue -                     -                    -                      1,725            -                      -                    1,725            9,675           
Deposits held for others 11,550           -                    -                      -                     -                      -                    11,550          10,525         
Interfund (receivables) payables 1,299,833       -                    (1,531,369)      163,270        3,116,282       (3,048,016)    -                    -                   
Notes payable -                     715,300        -                      73,971          -                      -                    789,271        868,523       
Bonds payable -                     4,175,000     -                      -                     -                      -                    4,175,000     4,290,000    
Post retirement health reserve 518,730          -                    -                      -                     -                      -                    518,730        582,699       
Reserve for grant cost disallowance 405,474          -                    -                      -                     -                      -                    405,474        395,294       

Total Liabilities 2,917,987       4,906,556       (1,483,287)        342,586          5,098,216        (2,732,350)      9,049,708       8,872,003      

NET ASSETS (DEFICIT) (984,132)         9,502,340       2,351,152         2,343,111       1,790,325        8,532,376       23,535,172     23,188,795    

Total Liabilities and Net Assets 1,933,855$     14,408,896$   867,865$          2,685,697$     6,888,541$      5,800,026$     32,584,880$   32,060,798$  

See notes to the supplementary information.
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Plant Board Auxiliary Sponsored Campus
General and Bond Designated Activities Programs Programs Totals

Years Ended June 30 Fund Fund Fund Fund Fund Fund 2011 2010

REVENUES AND OTHER SUPPORT

Agriculture and enterprise sales -$                     -$                     -$                     1,673,365$      -$                     -$                     1,673,365$      1,443,652$    
Sponsored programs fees 2,609,397       -                     -                     -                      -                      -                     2,609,397      2,676,439    
Sponsored programs receipts -                      -                     -                     -                      27,019,677     -                     27,019,677    27,048,992  
Agriculture Research Initiative -                      -                     -                     -                      497,973          -                     497,973         449,190       
University programs receipts -                      -                     -                     -                      -                      4,652,615      4,652,615      3,853,893    
Interest and investment income 152,092          -                     1,131             -                      166,688          1,078             320,989         600,135       
Other income 1,675,880       472,838         40                  99,002           105,838          75,010           2,428,608      1,911,364    

Total Revenues and Other Support 4,437,369        472,838           1,171               1,772,367        27,790,176      4,728,703        39,202,624      37,983,665    

EXPENSES

Auxiliary activities cost of sales -                       -                       -                       234,833           -                       -                       234,833           230,233         
Auxiliary activities expense -                      -                     -                     1,775,439      -                      -                     1,775,439      1,596,459    
Sponsored programs disbursements -                      -                     -                     -                      26,567,101     -                     26,567,101    26,176,222  
University programs expenses -                      -                     -                     -                      -                      4,418,643      4,418,643      3,923,436    
Scholarships and research grants -                      -                     -                     -                      622,560          -                     622,560         568,484       
Foundation administration 3,465,617       -                     -                     -                      -                      -                     3,465,617      3,760,833    
Faculty and grant development -                      -                     1,175,000      -                      -                      -                     1,175,000      1,146,793    
Interest expense -                      196,730         -                     -                      -                      -                     196,730         200,202       
Other expenses -                      427,265         -                     74,939           -                      -                     502,204         500,424       

Total Expenses 3,465,617        623,995           1,175,000        2,085,211        27,189,661      4,418,643        38,958,127      38,103,086    

Change in Net Assets Before Transfers 971,752           (151,157)          (1,173,829)       (312,844)          600,515           310,060           244,497           (119,421)        

TRANSFERS
Board of directors' allocations (550,688)         -                     550,688         -                      -                     -                     -                   
Administration fee transfers 10,624            -                     -                     -                      (10,624)           -                     -                     -                   
Other fund transfers (350)                161,835         321,585         (105,138)        (314,658)         (63,274)          -                     -                   
Transfers from other auxiliaries -                      -                     34,350           381,548         (64,772)           241,902         593,028         1,419,948    
Plant fund transfers: -                      
   Purchased assets - net (96,605)           96,605           -                     -                      -                      -                     -                     -                   
   Depreciation 311,839          (311,839)        -                     -                      -                      -                     -                     -                   
CSUC (90,186)           (300,000)        (8,670)            -                      (33,362)           (58,930)          (491,148)        (3,186,816)   

Net Transfers (415,366)          (353,399)          897,953           276,410           (423,416)          119,698           101,880           (1,766,868)     

Increase (Decrease) in Net Assets 556,386           (504,556)          (275,876)          (36,434)            177,099           429,758           346,377           (1,886,289)     

Net Assets (Deficit) - Beginning of Year (1,540,518)       10,006,896      2,627,028        2,379,545        1,613,226        8,102,618        23,188,795      25,075,084    

Net Assets (Deficit) - End of Year (984,132)$        9,502,340$      2,351,152$      2,343,111$      1,790,325$      8,532,376$      23,535,172$    23,188,795$  

See notes to the supplementary information.
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Years Ended June 30 2011 2010

REVENUES

Sponsored programs' administration fees 2,609,397$    2,676,439$    
Interest and investment income 152,092       485,769        
Other income 1,675,880    759,924        
Auxiliary activities' fund reimbursements 466,277       453,747        

Total Revenues 4,903,646      4,375,879      

EXPENSES

Salaries and related costs 1,875,152      1,925,066      
Professional services 253,262       263,485        
Insurance 135,211       124,602        
Office and operating supplies 48,201         50,224          
Depreciation 311,839       320,438        
Administrative services 424,120       442,711        
Grant cost disallowance 10,180         97,333          
Other operating expenses 873,929       535,587        

Total Expenses 3,931,894      3,759,446      

Excess Revenues Over Expenses From Operations 971,752         616,433         

Administration fees 10,624           10,873           

Excess Revenues Over Expenses 982,376$       627,306$       

See notes to the supplementary information.  
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University Totals
Years Ended June 30 Farm Enterprise 2011 2010

SALES
Livestock and dairy 597,013$    -$                597,013$     496,474$       
Crop and orchard 442,399     -                 442,399      357,377         
Horticulture 19,943       -                 19,943        2,615             
Enterprise receipts -                 614,010     614,010      587,186         

Total Sales 1,059,355    614,010       1,673,365    1,443,652       

COST OF SALES
Livestock and dairy 234,833     -                 234,833      230,233         

Gross Profit 824,522       614,010       1,438,532    1,213,419       

OPERATING EXPENSES
Salaries and employee benefits 172,510     402,907     575,417      490,859         
Accounting and professional costs 127,789     138,130     265,919      231,804         
Utilities and telephone 426            22,554       22,980        23,791           
Travel and meetings 1,954         33,486       35,440        37,073           
Operating supplies and customer telephone 231,264     23,843       255,107      252,074         
Depreciation 139,232     21,955       161,187      151,079         
Insurance -                 1,570         1,570          1,495             
Student payments 23,500       -                 23,500        14,000           
Veterinary costs 33,514       -                 33,514        32,005           
Machine hire 21,864       -                 21,864        17,673           
Repair and maintenance 89,873       20,601       110,474      126,617         
Rent and leasing 6,578         29,250       35,828        40,226           
Registration fees 2,959         -                 2,959          3,652             
Postage and printing -                 4,485         4,485          4,742             
Other operating expenses 5,578         219,617     225,195      169,369         

Total Operating Expenses 857,041       918,398       1,775,439    1,596,459       

Loss From Operations (32,519)       (304,388)     (336,907)     (383,040)        

OTHER INCOME (EXPENSE)
Other income 97,122       -                 97,122        125,386         
Interest income 1,880         -                 1,880          2,672             
Interest expense (2,515)       -                 (2,515)        (6,681)           
Other expense -                 (72,424)     (72,424)      (63,126)         

Total Other Income (Expense) 96,487         (72,424)       24,063         58,251            

TRANSFERS IN (OUT)
In 5,629         8,786         14,415        15,244           
Out (8,570)       (110,983)   (119,553)    (25,629)         
From other auxiliaries 15,157       366,391     381,548      497,508         

Net Transfers 12,216         264,194       276,410       487,123          

Net Income (Loss), Including Administration
Fees Paid to the General Fund 76,184$      (112,618)$  (36,434)$     162,334$       

See notes to the supplementary information.
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Years Ended June 30 2011 2010

SOURCE OF DIRECT FUNDING
Federal government 17,539,476$ 16,475,289$  
State of California 3,503,109    3,603,718      
Local governments 1,093,093    1,179,005      
Nongovernmental funds 2,204,269    2,750,432      
Agricultural research initiative 497,973       449,190        
Noncash contributions 108,656       342,435        

Total Direct Sources and Transfers 24,946,576    24,800,069    

SOURCE OF INDIRECT COST REIMBURSEMENTS
Federal government 1,765,908    1,677,812      
State of California 360,209       422,891        
Local governments 175,409       175,545        
Nongovernmental funds 307,871       400,191        

Total Indirect Cost Reimbursements 2,609,397      2,676,439      

Total 27,555,973$  27,476,508$  

DIRECT EXPENDITURES
Personnel services:

Salaries and wages 9,778,510$   9,201,729$    
Fringe benefits 3,127,163    2,743,652      

Operating expenses 10,022,718  11,173,455    
Equipment 879,304       434,849        
Student support 1,138,881    1,246,384      

Total Direct Expenditures 24,946,576    24,800,069    

INDIRECT EXPENDITURES
Personnel services:

Salaries, wages, and fringe benefits 995,653       961,473        
Administration expenses 926,482       955,584        
Development 61,136         60,308          
Programming allocation 576,595       569,097        
Other 49,531         129,977        

Total Indirect Expenditures 2,609,397      2,676,439      

Total 27,555,973$  27,476,508$  

See notes to the supplementary information.  
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June 30, 2011

Current 
Unrestricted

Noncurrent 
Unrestricted Total

INVESTMENTS HELD BY THE UNIVERSITY UNDER CONTRACTUAL AGREEMENT

Portion of investments held by the University under contractual agreements -$                   -$                   -$                     

 

June 30, 2011 Amount

NET ASSETS INVESTED IN CAPITAL ASSETS - NET OF RELATED DEBT

Capital assets - net of accumulated depreciation 15,478,122$    
Capitalized lease obligation - current portion -                     
Capitalized lease obligation - net of current portion -                     
Long-term debt obligations - current portion (630,300)       
Long-term debt obligations - net of current portion (4,333,971)    
Other:
   OID prepaid interest 42,147           
   Bond reserves 310,756         
   Interest payable (16,256)         

Net Assets Invested in Capital Assets - Net of Related Debt 10,850,498$    

See notes to the supplementary information.  
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June 30, 2011 Amount

OTHER POSTEMPLOYMENT BENEFITS OBLIGATION (OPEB)

Annual Required Contribution (ARC) 19,461$           
Interest on net OPEB Obligation 20,394             
Adjustment to ARC (52,046)         
Contributions (51,778)         

Increase in Net OPEB Obligation (NOO) (63,969)           

NOO - Beginning of Year 582,699           

NOO - End of Year 518,730$         

See notes to the supplementary information.  
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1. 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 $246,825 and $228,680 in 2011 and 2010, respectively.  The amount 
expended from incentive accounts amounted to $928,175 and $918,113 in 2011 and 2010, 
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, 2010, from which the summarized information 
was derived. 
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2. 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. 

3. 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 long-term notes payable as follows: 

2011 2010

The environmental research lab in the Campus Programs 
Fund has a note payable to the General Fund to be repaid 
as funds are available and include interest at 5.00%. 106,728$       101,646$       

The Farm in the Auxiliary Activities Fund has a note 
payable to the General Fund for a front end loader to be 
repaid in annual installments through September 2015 in 
the amount of $14,000 plus interest, which accrues at the 
LAIF rate plus 1.00% (effectively 1.48% at June 30, 
2011). 66,833           -                     

The Farm in the Auxiliary Activities Fund has a note 
payable to the General Fund for a truck to be repaid in 
annual installments through June 2013 in the amount of 
$7,700 plus interest, which accrues at the LAIF rate plus 
1.00% (effectively 1.48% at June 30, 2011). 14,596           -                     

The Farm in the Auxiliary Activities Fund has a note 
payable to the General Fund for a tractor to be repaid in 
annual installments through June 2013 in the amount of 
$20,000 plus interest, which accrues at the LAIF rate plus 
1.00% (effectively 1.48% at June 30, 2011). 41,656           83,016           

Total Interfund Receivables and Payables 229,813$       184,662$       
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4. 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, 2011: 

Plant and 
Bond Fund

Auxiliary 
Activities 

Fund

Investment in plant, equipment, and breeding herd 9,502,340$    1,259,867$    
Inventory reserve -                    122,480        
Reserve for working capital -                    311,375        
Capital replacement reserve -                    140,000        

Total Net Assets Reserves 9,502,340      1,833,722      

Available for general purposes -                     509,389         

Total Net Assets 9,502,340$    2,343,111$    

 
The net deficit of the General Fund as of June 30, 2011 and 2010, 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, 2011 and 2010, are $984,132 and $1,540,518, 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 business-type activities 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 years ended June 30, 2011 and 2010, 
which collectively comprise the Research Foundation’s basic financial statements, and have issued our 
report thereon dated September 13, 2011.  We conducted our audits in accordance with auditing 
standards generally accepted in the United States of America and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General of the United 
States.   

Internal Control Over Financial Reporting 

In planning and performing our audits, 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 deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent or detect and correct misstatements on a timely basis.  A material weakness is a 
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable 
possibility that a material misstatement of the Research Foundation's financial statements will 
not be prevented, or detected and corrected on a timely basis. 

Our consideration of internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and was not designed to identify all deficiencies 
in internal control over financial reporting that might be deficiencies, 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. 

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 instance of 
noncompliance or other matters that are required to be reported under Government Auditing 
Standards.  
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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 

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 13, 2011 
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE 
WITH REQUIREMENTS THAT COULD HAVE A DIRECT 
AND MATERIAL EFFECT ON  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 could have a direct and material 
effect on each of the Research Foundation’s major federal programs for the year ended June 30, 
2011.  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 with the types of compliance requirements referred to above, which 
could have a direct and material effect on a major federal program, occurred.  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 of the Research Foundation’s compliance with those 
requirements. 

In our opinion, the Research Foundation complied, in all material respects, with the compliance 
requirements referred to above that could have a direct and material effect on each of its major 
federal programs for the year ended June 30, 2011.   
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE 
WITH REQUIREMENTS THAT COULD HAVE A DIRECT 
AND MATERIAL EFFECT ON  EACH MAJOR PROGRAM  
AND ON INTERNAL CONTROL OVER COMPLIANCE  
IN ACCORDANCE WITH OMB CIRCULAR A-133 
Continued 

Internal Control Over Compliance 

Management of the Research Foundation is responsible for establishing and maintaining effective internal 
control over compliance with the 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 the requirements that could have a direct and material effect on a major federal program  
to determine the auditing procedures for the purpose of expressing our opinion on compliance, and to test and 
report on internal control over compliance in accordance with OMB Circular A-133, 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. 

A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent or detect and correct noncompliance with a type of compliance requirement of a federal 
program on a timely basis.  A material weakness in internal control over compliance is a deficiency, or 
combination of deficiencies, in internal control over compliance such that there is a reasonable possibility that 
material noncompliance with a type of compliance requirement of a federal program will not be prevented, or 
detected and corrected, on a timely basis. 

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control that might be 
deficiencies, 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 13, 2011 
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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 internal control over financial reporting 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. No deficiencies relating to internal control over compliance is reported 
or included in part C of this schedule. 

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

4. No deficiencies relating to the audit of the major federal award programs are reported in 
the Independent Auditors’ Report on Compliance With Requirements That Could Have a 
Direct and Material Effect on Each Major Program and on Internal Control Over 
Compliance in Accordance With 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. There are no findings relative to the major federal award programs for the Research 
Foundation reported in part C of this schedule. 

7. The programs tested as major programs include: 

Program Description CFDA No. 
Teacher Quality Partnership Grants 84.336 
International Education Technological Innovation and Cooperation 84.367 
Title IV-E Social Work Training Program 93.658 
  
Research and Development Cluster  
Grants for Agricultural Research, Special Research Grants 10.200 
Organic Agriculture Research and Extension Initiative 10.307 
Cooperative Forestry Assistance 10.664 
Basic and Applied Scientific Research 12.300 
Natural Resource Management Research 12.1XX 
Outdoor Recreation Acquisition, Development and Planning 15.916 
WIA Dislocated Workers 17.260 
Promotion of the Humanities Fellowships and Stipends 45.160 
Engineering Grants 47.041 
Mathematical and Physical Sciences 47.049 
Geosciences 47.050 
Biological Sciences 47.074 
Social, Behavioral, and Economic Sciences 47.075 
Education and Human Resources 47.076 
Trans-NSF Recovery Act Research Support 47.082 
National Nuclear Security Administration Minority Serving  
     Institutions Program 81.123 
Remotely Operated Vehicle Using Amateur Radio (ROVAR) 81.CNT 
Diabetes, Digestive, and Kidney Diseases Extramural Research 93.847 
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Program Description CFDA No. 
Alcohol and Drug Prevention Research Program 93.XXX 
Learn and Serve America Higher Education 94.005 

WIA Cluster  
WIA Adult Program 17.258 
WIA Youth Activities 17.259 
WIA Dislocated Workers 17.260 

8. The threshold for distinguishing Types A and B programs was $551,340. 

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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C. FINDINGS 
FEDERAL AWARDS AUDIT 

 

 

 

 

None. 
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None. 
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DEPARTMENT OF HEALTH AND HUMAN SERVICES 
MEDICAL ASSISTANCE PROGRAM (MEDICAID; TITLE XIX) – CFDA No. 93.778  
FEDERAL COMPLIANCE (Multipurpose Senior Services Program) 
(10-1) 

Significant Deficiency 

Condition 

The Research Foundation did not maintain the minimum client case load.  The Research Foundation 
maintained an average monthly case load of 169 clients whereas the contracted minimum was 171. 

Criteria 

In accordance with the agreement (section F), the Research Foundation was contracted to maintain a 
case load of no less than 95% or no more than 105% of the specified annual total active client count, 
unless otherwise authorized by the California Department of Aging (CDA). The initial contracted 
annual case load was 2,400 active clients, which is equivalent to 200 active clients each month.  The 
case load was later reduced due to mandatory budget reductions of 180 active clients each month. 
Based on the minimum case load requirement of 95%, the Research Foundation contracted to 
maintain a case load of 171 clients each month.    

Effect 

When the Research Foundation is out of compliance with the terms of the agreement, the program is 
at risk of being placed on a formal enrollment plan or loss of funding.   

Recommendation 

We recommend the Research Foundation enroll additional clients into the program in order to 
maintain the minimum client case load. 

Current Status 

The Research Foundation recognizes the need for contract compliance. Due to reductions and 
potential future reductions in State funding, and a higher than normal client termination and closure 
rate, the program case load fell below the minimum required during the 2009-10 fiscal year. The 
CDA chose not to adopt a formal enrollment plan due to the Research Foundation’s long history of 
meeting case load requirements and the uncertainty of the State budget outcome on program-site 
operations. During 2010-11, the case load contract was for an average of 180 active clients each 
month and the Research Foundation maintained an average of 172 active clients each month. 
Therefore, the Research Foundation maintained the case load requirement of no less than 95% or no 
more than 105% of the contract.   
 


