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Independent Auditor’s Report 
 

The Board of Directors 
   Cal State East Bay Educational Foundation, Inc. 

Hayward, California 
 
Report on the Financial Statements 

We have audited the accompanying financial statements of Cal State East Bay Educational Foundation, 
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Notes to Financial Statements: The notes to financial statements provide additional information that is 
essential to a full understanding of the data provided in the Educational Foundation’s basic financial 
statements.  The notes are included immediately following the basic financial statements within this 
report. 

Condensed Statement of Net Position 
 
A summary of key financial statement information is presented below: 

 

2013 2012

Assets:
Current assets 3,825,233$    7,597,804$    
Non-current assets 11,874,754
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University, accounts payable for the Educational Foundation generally only result from board meeting 
activities.   
 
Net position increased 5% to $15.0 million in fiscal year 2013. Nonexpendable endowment increases of 
67% were partially offset by decreases in restricted for scholarships and fellowships as well as a 45% 
decrease in restricted for other programs. These decreases in the restricted net position designations for 
scholarships and other programs were the result of the move of current use trust funds to the University in 
fiscal year 2013. 
 

Statement of Revenues, Expenses and 
Changes in Net Position 

  

2013 2012

Operating revenues 3,104,322$    2,299,249$    
Operating expenses 3,611,187      1,116,282      

Operating (loss) income (506,865)        1,182,967      

Nonoperating revenues (expenses) 1,253,282      (233,463)        

Increase in net position 746,417         949,504         

Net position, beginning of year 14,293,312    13,343,808    

Net position, end of year 15,039,729$  14,293,312$  

 
 
Operating revenues increased by 35% to $3.1 million and fiscal year 2013. The increase is primarily due 
to a 75% increase in additions to permanent endowment.  The additions to permanent endowments 
resulted from the return of contributions to the Educational Foundation from several University funds that 
along with several individual gifts formed the corpus of the Presidential Pioneer endowment. Decreases in 
gifts non-capital, in fiscal year 2013, was the result of a challenging fund raising environment, however 
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Request for Information 

 



Assets:
     Current assets:

      Cash  $                   143,633 
      Investments                    3,149,050 
      Accounts receivable                       152,338 
      Pledges receivable, net                       380,212 

           Total current assets                    3,825,233 

      Noncurrent assets: 
         Investments                  10,654,335 
         Pledges receivable                    1,220,419 

             Total noncurrent assets                  11,874,754 

Total assets                  15,699,987 

Liabilities:
      Current liabilities:

         Accounts payable                                                          1,142                          
         Agency liabilities                                                                           659,116                      

            Total liabilities                                                                               660,258                      

Net position:
   Restricted for:
       Nonexpendable - endowments                  10,654,335 
       Expendable:
            Scholarships and fellowships                       965,473 
            Loans                              951 
            Other programs                    2,928,653 
   Unrestricted                       490,317 

            Total net position                                                                             $              15,039,729 

CAL STATE EAST BAY EDUCATIONAL FOUNDATION, INC.
STATEMENT OF NET POSITION

JUNE 30, 2013

See accompanying notes to financial statements.
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Revenues:
Operating revenues:

Gifts, noncapital 1,005,544$                 
In-kind contributions 67,145                        
Additions to permanent endowments 1,949,951                   
Other operating revenues 81,682                        

Total operating revenues 3,104,322                

Expenses:
Operating expenses:

Contributions to support activities of University 3,355,541                
Scholarship disbursements 118,056                   
Accounting and administrative costs 137,590                   

Total operating expenses 3,611,187                

Operating loss (506,865)                 

Non-operating revenues (expenses):
Investment gains, net 1,103,938                
Investment income, net 149,344                   

Total non-operating revenues 1,253,282                

Increase in net position 746,417                   

Net position, beginning of year 14,293,312              

Net position, end of year 15,039,729$            

CAL STATE EAST BAY EDUCATIONAL FOUNDATION, INC.
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

YEAR ENDED JUNE 30, 2013

See accompanying notes to financial statements.
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NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Nature of Activities 

Cal State East Bay Educational Foundation, Inc. (Educational Foundation) is a California tax-exempt, 
nonprofit corporation organized in 1963 as the Cal State-Affiliates to support California State University, 
East Bay (University). The Educational Foundation promotes private sector support for educational 
activities to supplement state support. Contributions to the Educational Foundation support scholarships 
and other University programs. 
 
Financial Reporting Entity 

The basic financial statements include the accounts of the Educational Foundation. The Educational 
Foundation is a government organization under accounting principles generally accepted in the United 
States of America (GAAP) and is also a component unit of the University, a public university under the 
California State University system. The Educational Foundation has chosen to use the reporting model for 
special-purpose governments engaged only in business-type activities. 
 
Basis of Presentation 

The basic financial statements have been prepared using the economic resources measurement focus and 
the accrual basis of accounting in accordance with GAAP as prescribed by the Governmental Accounting 
Standards Board (GASB). Revenues are recorded when earned and expenses are recorded when a liability 
is incurred, regardless of the timing of related cash flows. Voluntary nonexchange transactions are 
recognized revenue as soon as all eligibility requirements have been met. 
 
Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect certain 
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Classification of Revenues and Expenses 

The  Educational Foundation considers operating revenues and expenses in the schedule of revenues, 
expenses, and changes in net position to be those revenues and expenses that result from exchange 
transactions or from other activities that are connected directly with the Educational Foundation's primary 
functions. Exchange transactions include charges for services rendered and the acquisition of goods and 
services. Certain other transactions are reported as nonoperating revenues and expenses in accordance 
with GASB Statement No. 35, Basic Financial Statements—and Management’s Discussion and 
Analysis—for Public Colleges and Universities—an amendment of GASB Statement No. 34. These 
nonoperating activities include the Educational Foundation's net investment income and interest expense����
 
Services and Facilities 

Certain administrative personnel and office facilities provided to the Educational Foundation by the 
University were subject to reimbursement through the University cost recovery process. As these services 
and facilities have been priced via an objective valuation process, the related expenses have been reflected 
in the financial statements of the Educational Foundation as reimbursements to the University. 
 
Income Taxes 

The Educational Foundation is exempt from Federal and State corporate income taxes under Internal 
Revenue Service Code Section 501(c)(3) and California Revenue and Taxation Service Code 23701d. In 
addition, the Educational Foundation qualifies for the charitable contribution deduction under Section 
170(b)(1)(A)(vi) and has been classified as an organization that is not a private foundation under Section 
509(a)(1). However, the Educational Foundation remains subject to taxes on any net income which is 
derived from a trade or business, regularly carried on, and unrelated to its exempt purpose. 
 
The Educational Foundation recognizes accrued interest and penalties associated with uncertain tax 
positions as part of the income tax provision, when applicable. There are no amounts accrued in the 
financial statements related to uncertain tax positions. 
 
The Educational Foundation files informational and income tax returns in the United States and various 
state and local jurisdictions. The Educational Foundation’s Federal income tax and informational returns 
are subject to examination by the Internal Revenue Service generally for 3 years after the returns were 
filed. State and local jurisdictions have statutes of limitation that generally range from 3 to 5 years. 
 
NOTE 2 - CASH 
 
The Educational Foundation considers highly liquid investments with a maturity of three months or less 
to be cash and cash equivalents.  

NOTE 3 - INVESTMENTS 
 
With respect to its investment decision making, the Educational Foundation considers factors such as 
general economic conditions, possible effects of inflation or deflation, expected total return, availability 
of other resources, the needs of the University, and preservation of capital. Investment decisions are made 
in the context of the entire portfolio viewed as a whole.  
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will be no more than 4% times the average of the quarter-end balances of endowment and quasi-
endowment values over the preceding twelve quarters. 
 
Investments consist of the following as of June 30, 2013:  
 

Equity Securities 9,802,234$         
US Government securities 1,259,764           
Mututal funds 1,132,052           
Corporate bonds 658,489             
Mortgage securities 610,183             
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Concentration of Credit Risk 

This is the risk of loss attributed to the magnitude of an entity's investment in a single issuer. In order to 
maximize the rate of return in Educational Foundation’s long-term investment portfolio while preserving 
capital and limiting concentration of credit risk, the Educational Foundation’s investment policy dictates a 
diverse asset allocation as follows: domestic equities (40-75%), fixed income (20-55%), cash (0-10%), 
and alternative investments (0-20%). 
 
The following indicates the credit and interest rate risk of investments as of June 30, 2013. The credit 
ratings listed are for Moody’s Investor Services.  

Moody's
Less than 
3 months

3 to 12 
months Over 1 year

Credit Rating (90 days) (90-360 days) (360+ days) Total

Corporate Bonds Aa2-Baa2 35,053$  158,714$ 464,723$  658,489$  
Government Securities Not Rated 25,043    -           1,234,721 1,259,764 
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NOTE 5 - RELATED PARTIES TRANSACTIONS 
 
The Educational Foundation may enter into transactions with the other California State University, East 
Bay Auxiliaries (Associated Students, Inc. of California State University, East Bay and the California 
State University, East Bay Foundation, Inc. (Foundation) (collectively known as the "Auxiliaries")) as 
well as transactions with the University itself. Certain administrative and accounting functions are 
provided by the Foundation for a fee that is included in operating expenses. The fees for these services 
was $108,750 for the year ended June 30, 2013.  Additionally, the Educational Foundation reimburses 
the University, Associated Students and the Foundation for certain services provided by the University, 
Associated Students and the Foundation. The fees for these services were $348,437 for the year ended 
June 30, 2013. During the year ended June 30, 2013, the Educational Foundation contributed cash and 
in-kind gifts of $1,784,893 to the University. This amount is included as contributions to/support 
activities of the University in the statement of revenues, expenses, and net position. The Educational 
Foundation also received reimbursements for services and gifts provided by the University, Associated 
Students and the Foundation. During the years ended June 30, 2013, the Educational Foundation 
received $21,781. This amount is included as gifts and other operating revenues in the statements of 
revenues, expenses, and changes in net position. 
 

At June 30, 2013 amounts receivable were as follows: 
 
California State University, East Bay-Receivable 3,625$          

3,625$          

 
NOTE 6 - FUNCTIONAL ALLOCATION OF EXPENSES 
 
The costs of providing the various programs and other activities have been summarized on a functional 
basis in the schedule of revenues, expenses, and changes in net position. Accordingly, certain costs have 
been allocated among the programs and supporting services benefited. 
 
NOTE 7 - CONTINGENCIES 
 
The Educational Foundation has grants and contracts with government agencies which are subject to 
audit. No provision has been made for any liabilities that may arise from such audits since the amounts, if 
any, cannot be determined. Management believes that any liability which may result from these audits is 
not material. 
 
NOTE 8 - SUBSEQUENT EVENTS 
 
The Educational Foundation has evaluated subsequent events and transactions for potential recognition or 
disclosure through September 20, 2013, the date the financial statements were available to be issued. 
 



Assets:



STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

Revenues:

Operating revenues:
Student tuition and fees (net of scholarship allowances of $________) -$                                
Grants and contracts, noncapital:

Federal -                                  
State -                                  
Local -                                  
Nongovernmental -                                  

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

allowances of $________) -                                  
Other operating revenues -                                  

Total operating revenues -                                  

Expenses:

Operating expenses:
Instruction -                                  
Research -                                  
Public service -                                  
Academic support -                                  
Student services -                                  
Institutional support -                                  
Operation and maintenance of plant -                                  
Student grants and scholarships ����������������������
Auxiliary enterprise expenses ��������������������������
Depreciation and amortization -                                  

Total operating expenses ������������������������

Operating income (loss) ��������������������������

Nonoperating revenues (expenses):
State appropriations, noncapital -                                  
Federal financial aid grants, noncapital -                                  
State financial aid grants, noncapital -                                  
Local financial aid grants, noncapital -                                  
Nongovernmental and other financial aid grants, noncapital -                                  
Other federal nonoperating grants, noncapital -                                  
Gifts, noncapital ��������������������������
Investment income (loss), net ��������������������������
Endowment income (loss), net ����������������������
Interest Expenses �²��������
Other nonoperating revenues (expenses) ��������������������

Net nonoperating revenues (expenses) ������������������������

Income (loss)  before other additions ��������������������������

State appropriations, capital -                                  
Grants and gifts, capital -                                  
Additions (reductions) to permanent endowments ��������������������������

Increase (decrease) in net position ��������������������

Net position:
Net position at beginning of year, as previously reported ����������������������������
Restatements -                                  
Net position at beginning of year, as restated ����������������������������

Net position at end of year 15,039,729$                  

CAL STATE EAST BAY EDUCATIONAL FOUNDATION, INC.

YEAR ENDED JUNE 30, 2013
(for inclusion in the California State University)

See accompanying note to supplementary information.
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CAL STATE EAST BAY EDUCATIONAL FOUNDATION, INC.
OTHER INFORMATION

YEAR ENDED JUNE 30, 2013
(FOR INCLUSION IN THE CALIFORNIA STATE UNIVERSITY)

1 Restricted cash and cash equivalents at June 30, 2013:
Portion of restricted cash and cash equivalents related to endowments $ -                             
All other restricted cash and cash equivalents -                             

Total restricted cash and cash equivalents $ -                             

2.1 Composition of investments at June 30, 2013:  
Current 

Unrestricted Current Restricted Total Current
Noncurrent 
Unrestricted

Noncurrent 
Restricted Total Noncurrent Total

State of California Surplus Money Investment Fund (SMIF) $ -                             -                             -                             -                             -                          -                             -                             
State of California Local Agency Investment Fund (LAIF) -                             -                             -                             -                             -                          -                             -                             
Wachovia Short Term Fund -                             -                             -                             -                             -                          -                             -                             
Wachovia Medium Term Fund -                             -                             -                             -                             -                          -                             -                             
Wachovia Equity Fund -                             -                             -                             -                             -                          -                             -                             
CSU Consolidated Investment Pool (includes SWIFT and 0948 SMIF) -                             -                             -                             -                             -                          -                             -                             
Common Fund - Short Term Fund -                             -                             -                             -                             -                          -                             -                             
Common Fund - Others -                             -                             -                             -                             -                          -                             -                             
Debt securities -                             -                             -                             -                             -                          -                             -                             
Equity securities 2,236,243                  -                             2,236,243                  -                             7,565,991               7,565,991                  9,802,234                  
Fixed income securities (Treasury notes, GNMA's) 139,205                     -                            





CAL STATE EAST BAY EDUCATIONAL FOUNDATION, INC.
OTHER INFORMATION

YEAR ENDED JUNE 30, 2013
(FOR INCLUSION IN THE CALIFORNIA STATE UNIVERSITY)

3.2 Detail of depreciation and amortization expense for the year ended June 30, 2013:

Depreciation and amortization expense related to capital assets $ �²��������
Amortization expense related to other assets �²��������

Total depreciation and amortization





CAL STATE EAST BAY EDUCATIONAL FOUNDATION, INC.
OTHER INFORMATION

YEAR ENDED JUNE 30, 2013
(FOR INCLUSION IN THE CALIFORNIA STATE UNIVERSITY)

8 Transactions with Related Entities
Amount

Payments to University for salaries of University personnel working on contracts, grants, and other programs $ 3,264    
Payments to University for other than salaries of University personnel 257,647    
Payments received from University for services, space, and programs �²��������
Gifts-in-kind to the University from Auxiliary Organizations 67,145    
Gifts (cash or assets) to the University from recognized Auxiliary Organizations 1,717,748    
Accounts (payable to) University (enter as negative number) �²��������
Other amounts (payable to) University (enter as negative number) �²��������
Accounts receivable from University 3,625    
Other amounts receivable from University �²��������

9 Other Postemployment Benefits Obligation (OPEB)

Annual required contribution (ARC) $ �²��������
Contributions during the year �²��������

Increase (decrease) in net OPEB obligation (NOO) �²��������

NOO - beginning of year �²��������
NOO - end of year $ �²��������

10 Pollution remediation liabilities under GASB Statement No. 49:  

Description Amount
     Add description $ �²��������
     Add description �²��������
     Add description �²��������
     Add description �²��������
     Add description �²��������
     Add description �²��������
     Add description �²��������
     Add description �²��������
     Add description �²��������
     Add description �²��������

 



CAL STATE EAST BAY EDUCATIONAL FOUNDATION, INC.
OTHER INFORMATION

YEAR ENDED JUNE 30, 2013
(FOR INCLUSION IN THE CALIFORNIA STATE UNIVERSITY)

11 The nature and amount of the prior period adjustment(s) recorded to beginning net position
Net Position

  Class  Amount
Dr. (Cr.)

Net position as of June 30, 2012, as previously reported $ 14,293,312   
Prior period adjustments:

1 (list description of each adjustment) �²��������
2 (list description of each adjustment) �²��������
3 (list description of each adjustment) �²��������
4 (list description of each adjustment) �²��������
5 (list description of each adjustment) �²��������
6 (list description of each adjustment) �²��������
7 (list description of each adjustment) �²��������
8 (list description of each adjustment) �²��������
9 (list description of each adjustment) �²��������

10 (list description of each adjustment) �²��������

Net position as of June 30, 2012, as restated $ 14,293,312   

Provide a detailed breakdown of the journal entries (at the financial statement line item level) booked to record each prior period adjustment:

Debit Credit
Net position class:______________________

1 (breakdown of adjusting journal entry)
$ �²��������

�²��������
Net position class:______________________

2 (breakdown of adjusting journal entry)
�²��������

�²��������
Net position class:______________________

3 (breakdown of adjusting journal entry)
�²��������

�²��������
Net position class:______________________

4 (breakdown of adjusting journal entry)
�²��������

�²��������
Net position class:______________________

5 (breakdown of adjusting journal entry)
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1. Basis of Presentation 
 

These schedules are prepared in accordance with the instructions listed in an Administrative 
Directive, dated June 24, 2003, Financial Reporting Requirements for Auxiliary Organizations, 
from the California State University Office of the Chancellor and as a result, do not purport to 
represent financial statements prepared in accordance with generally accepted accounting 
principles applicable to governmental not-for-profit organizations. 

 


