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Long Beach | Irvine | Los Angeles

WINDES

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
The University Corporation, San Francisco State

Opinion

We have audited the accompanying financial statements of The University Corporation, San Francisco
State (Component Unit of San Francisco State University) (the Corporation), which comprise the
statements of net position as of June 30, 2023 and 2022, and the related statements of revenue,
expenses, and changes in net position, and cash flows for the years then ended, and the related notes to
the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Corporation as of June 30, 2023 and 2022, and the changes in its net position
and its cash flows for the years then ended in accordance with accounting principles generally accepted
in the United States of America.

Basis for Opinion

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. Our responsibilities under those
standards are further described in the Auditors’ Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the Corporation and to meet our
other ethical responsibilities in accordance with the relevant ethical requirements relating to our audits.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the Corporation’s ability to
continue as a going concern within one year after the date that the financial statements are available to
be issued.



Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and, therefore, is not a guarantee that an audit conducted in accordance with generally accepted
auditing standards and Government Auditing Standards will always detect a material misstatement when
it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements, including omissions, are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Corporation’s internal control. Accordingly, no such opinion
is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Corporation’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.



Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis (MD&A) on pages 4-13 be presented to supplement the basic
financial statements. Such information is the responsibility of management and, although not a part of
the basic financial statements, is required by the Governmental Accounting Standards Board who
considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing
the information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements as a whole.
The accompanying supplemental informational schedules on pages 40-55 are presented for purposes of
additional analysis and are not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates 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 audit 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 supplemental informational schedules are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September
21, 2023 on our consideration of the Corporation’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the Corporation’s internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Corporation’s internal control over financial reporting and compliance.

Long Beach, California
September 21, 2023



The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

Management Discussion and Analysis
(Unaudited)

This section of The University Corporation, San Francisco State (the Corporation) annual financial report
presents management’s discussion and analysis of the financial performance of the Corporation for the
fiscal year ended June 30, 2023.

The Corporation presents its financial statements for fiscal year 2023 with comparative data presented for
fiscal year 2022. The emphasis of this discussion concerning these statements will be for the fiscal years
ended June 30, 2023 and 2022. There are three financial statements presented: the statement of net
position; the statement of revenues, expenses, and changes in net position; and the statement of cash
flows.

The following discussion and analysis is intended to help readers of the Corporation’s financial statements
to have a better understanding of its financial position and operating activities. It should be read in
conjunction with the related financial statements and footnotes. The financial statements, footnotes and this
discussion and analysis were prepared by the Corporation and are the responsibility of its management.

The Corporation

The Corporation is a nonprofit auxiliary organization of San Francisco State University (the University) with
a 501(c)(3) designation with the Internal Revenue Service. The Corporation's purpose is to support,
promote and assist the University in meeting its educational mission.

The business-type activities (BTA) reporting model has been adopted by the California State University
(CSU) system for use by all of its member campuses. The CSU determined the BTA model best represents
the combined activities of the CSU and its auxiliary corporations.

The Corporation’s June 30, 2023 and 2022 financial statements have been prepared using the economic
resources measurement focus and the accrual basis of accounting in accordance with accounting principles
generally accepted in the United States of America, 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. Grants and similar items are recognized as
revenue as soon as all eligibility requirements have been met.

Highlights of Financial Operations
e Net Position
The Corporation’s net position increased during fiscal year 2023. The Corporation’s overall net
position stands at $50,944,393 at June 30, 2023, an increase of $7,722,250 over the previous fiscal

year.

e Operating Revenues and Expenses

Grants and contracts saw a significant increase over fiscal year 2022 due to receiving two large
grants primarily for equipment for the new science building, currently under construction by
university.

A transfer of $2,859,730 included within programs funded by related parties was received to bolster
the Climate HQ initiative.



The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

Management Discussion and Analysis - Continued
(Unaudited)

In fiscal year 2023, the Corporation continued managing the Student Organization banking
program, for which it had assumed responsibility in fiscal year 2018. Student Organizations
generated $116,877 in program revenue and contributions. Student Organizations also generated
$85,912 in expenses. The Corporation’s retail and commercial services locations were fully
occupied with proprietors during the fiscal year, though one vending location did not reopen and
officially terminated its contract during fiscal year 22-23. Retail and commercial operations revenue
remained down in fiscal year 2023 compared to pre-Covid-19 as the campus continues to return to
in person operations.

Expenses for the vendors in the Cesar Chavez Student Center were $1,327,757. The Corporation
in its management of the vendors within the Cesar Chavez Student Center donate any residual net
rental income to Associated Student (AS). For fiscal year 2023, due the campus continued hybrid
operations resulted in some amendments lowering vendor rents. Thus, there was no residual net
rental income contributed to AS.

Non-Operating Revenues and Expenses

The Corporation’s total non-operating revenue increased during fiscal year 2023 because of the
Corporation’s investments earnings increasing in fiscal year 2023. The market rebounded though
still turbulent.

Financial Position

The statement of net position presents the financial position of the Corporation at the end of fiscal years
2023 and 2022. The purpose of the statement of net position is to present to the readers of the financial
statements a fiscal summary of the Corporation. From the data presented, the readers of the statement of
net position are able to determine the assets available to continue the operations of the Corporation. The
readers are also able to determine how much the Corporation owes its vendors, and to assess other
liabilities. Finally, the statement of net position provides an overview of the net position (assets, deferred
outflows of resources minus liabilities, deferred inflows of resources) and their availability for expenditure.

Net position is divided into three major categories. The first category includes those assets invested in
capital assets, which presents the Corporation’s equity in property and equipment. The next asset category
includes restricted assets, which are divided into two categories: nonexpendable and expendable.

The corpus of nonexpendable restricted resources is only available for investment purposes. Expendable
restricted assets are available for expenditure by the Corporation but must be spent for purposes as
determined by donors and/or external entities that have placed time, purpose, or legal restrictions on the
use of the assets. The final category is unrestricted assets that are available to the Corporation for any
lawful purpose of the Corporation.



The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

Management Discussion and Analysis - Continued
(Unaudited)

The detailed statements of net assets are included with the financial statements. A condensed version is
shown below:

Condensed Statements of Net Position - June 30, 2023, 2022, and 2021:

2023 2022 2021
Assets:
Current assets $ 36,855,613 $ 29,966,323 $ 26,780,234
Noncurrent assets 43,589,138 44,277,098 23,335,490
Total assets 80,844,751 74,243,421 50,115,724
Deferred outflows of resources - - -
Total assets and deferred outflows of
resources $ 80,444,751 $ 74,243,421 $ 50,115,724
Liabilities:
Current liabilities $ 2,551,602 $ 2,854,793 $ 2,019,136
Noncurrent liabilities 8,390,737 8,247,254 845,347
Total liabilities 10,942,339 11,102,047 2,864,483
Deferred inflows of resources 18,558,019 19,919,231 224,964
Net position:
Investment in capital assets 10,246,037 10,431,565 2,321,093
Restricted:
Non-expendable - endowments 669,951 649,772 712177
Expendable 41,835,725 33,798,211 32,861,099
Unrestricted (1,807,320) (1,657,405) 11,131,908
Total net position 50,944,393 43,222,143 47,026,277
Total liabilities, deferred inflows of
resources, and net position $ 80,444,751 $ 74,243,421 $ 50,115,724

Assets

Current assets in fiscal year 2023 increased by $6,889,290 (23%). There were a few factors that contributed
to the increase in current assets which was primarily attributed to increase in current investments and cash.
Current investments were higher due to increase in LAIF account balance at year-end and cash received
during the month.

Accounts receivables increased by $111,154 (8%) in 2023. The receivables increased in fiscal year 2023
due to an increase in receivables from its related parties and grants at year-end, for which payments will
be received early in fiscal year 2024. The Corporation continues to improve its collection process of overdue
invoices greater than 90 days by following up on outstanding invoices more frequently and collaborating
with vendors that have fallen behind. In fiscal year 2023 invoices outstanding of 90 days were significantly
reduced. During 2023, the Corporation and the University continued the process of invoicing more activity
between the two entities to better track revenue owed. The current pledge receivables decreased by
$436,522 (9%). The decrease in current pledges is directly related to nearing the end of $10,200,000 multi-
year grant pledge which has one year remaining. The Corporation continue to receive smaller multi-year
grants.



The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

Management Discussion and Analysis - Continued
(Unaudited)

Current assets in fiscal year 2022 increased by $3,186,089 (12%). There were a few factors that contributed
to the increase in current assets which was primarily attributed to the implementation of GASB 87 for leases.
GASB 87 requires the recognition of certain lease assets and liabilities for leases that previously were
classified as operating leases and recognized as inflows of resources or outflows of resources based on
the payment provisions of the contract. The Corporation has twenty-five leases as lessor which fall under
GASB 87, and it is required to recognize a lease receivable and a deferred inflow of resources. In fiscal
year 2022 the Corporation recognized a current lease receivable of $1,187,304 and current pledge
receivable of $4,926,134.

Accounts receivables increased by $299,778 (26%) in 2022. The receivables increased in fiscal year 2022
due to an increase in receivables from its related parties and grants at year-end, for which payments will
be received early in fiscal year 2023. The Corporation continues to improve its collection process of overdue
invoices greater than 90 days by following up on outstanding invoices more frequently and collaborating
with vendors that have fallen behind. In fiscal year 2022 invoices outstanding of 90 days were significantly
reduced. During 2022, the Corporation and the University continued the process of invoicing more activity
between the two entities to better track revenue owed. The current pledge receivables increased by
$4,400,476 (837%). The increase was primarily attributable to the distribution between current and
noncurrent pledges based on due dates of the pledge balance. The increase in accounts receivable was
also attributed to the implementation of GASB 87, recording accrued interest.

Noncurrent Assets decreased in fiscal year 2023, $687,960 (2%) over 2022. The decrease was related to
reclassification of long term non-current lease receivable of $675,208 to current lease under GASB 87.
Noncurrent asset investments overall value increased in 2023 by $539,780 (4%) compared to fiscal year
2022. Capital Assets decreased by $185,528 (2%) due to depreciation for fiscal year 2023 increasing
accumulated depreciation. GASB 87 requires all leases and contracts that meet the definition of a lease to
be reported on the statement of net position.

Noncurrent Assets increased in fiscal year 2022, $20,941,608 (90%) over 2021. The increase was related
to recognizing non-current lease receivable of $19,306,679 part of the GASB 87 implementation. Capital
Assets increased by $8,110,472 (349%) due to additions to capital assets net of accumulated depreciation
and leased property and equipment was also impacted by the GASB 87 implementation. GASB 87 requires
all leases and contracts that meet the definition of a lease to be reported on the statement of net position.

Liabilities

In fiscal year 2023, current liabilities decreased $303,191 (11%) over 2022. The decrease is related
primarily to decrease in year-end accruals to the Corporation’s related party to the university for
scholarships, salary reimbursements and other services.

In fiscal year 2022, current liabilities increased $835,657 (41%) over 2021. The increase is related primarily
to increase in year-end accruals and payables to the campus the Corporation’s related party to the campus
for scholarships, salary reimbursements and other services. Year-end accruals were also affected by
staffing challenges at year-end in the accounts payable area as well as receiving some large invoices from
the campus for fiscal year 2022 after June 30, 2023.

Noncurrent liabilities in fiscal year 2023 increased by $143,483 (2%) over 2022, which is attributable to the
recognition of non-current lease liabilities, required under GASB 87, for the Corporation’s lease obligations.

Noncurrent liabilities in fiscal year 2022 increased by $7,401,907 (876%) over 2021, which is attributable
to the recognition of non-current lease liabilities, required under GASB 87, for the Corporation’s lease
obligations.



The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

Management Discussion and Analysis - Continued
(Unaudited)

Deferred inflows of resources equaled $18,558,019 and $19,919,231 at June 30, 2023 and 2022,
respectively. Deferred inflows decreased due recognizing lease revenue associated with vending leases
recorded at present value. Deferred inflows also include charitable annuities held by the CSU Foundation.
The charitable annuities held by the Corporation increased $2,785 in fiscal year 2023 due to adjusting
present value.

Net Position

As of June 30, 2023, the total net position was $50,944,393, which was an increase of $7,722,250 (18%)
over fiscal year 2022. During 2023, the Corporation’s investments portfolio ended the fiscal year 2023 with
positive returns of 8.7% compared to 2022.

As of June 30, 2022, the total net position was $43,222,143, which was a decrease of $3,804,134 (8%)
over fiscal year 2021. During 2022, the Corporation’s investments portfolio was down in fiscal year 2022
with negative returns of approximately 150% compared to 2021.

Further discussion of the Corporation's revenue and expenses is set out below under results of operations,
which highlights the changes that contributed to the overall fluctuation in operating results.

Results of Operations

The statement of revenues, expenses, and changes in net position presents the Corporation’s operating
results, as well as the non-operating revenues and expenses. Operating revenues primarily include grants,
contracts, retail operations and program revenue. Gifts and investment income are classified as prescribed
by GASB. Net non-operating revenues or expenses are an integral component in determining the increase
or decrease in net position.

The detailed statement of revenues, expenses, and changes in net position for the years ended June 30,
2023 and 2022 is included in the financial statements.

Condensed Statements of Revenues, Expenses, and Changes in Net Position for the years ended June
30, 2023, 2022, and 2021:

2023 2022 2021
Operating revenues (expenses):
Revenues $ 24,805,322 $ 15,064,170 $ 11,289,167
Expenses (22,816,592) (20,036,979) (18,151,613)
Operating gain (loss) income 1,988,730 (4,972,809) (6,862,446)
Non-operating revenues (expenses):
Contributions 3,158,830 4,110,506 3,125,494
PPP loan forgiveness - - 539,051
Investment return, net 2,628,747 (2,895,104) 5,738,550
Endowment fees (12,916) (14,203) (13,290)
Other nonoperating revenues (expenses) (41,141) - -
Total non-operating revenues (expenses) 5,733,520 1,201,199 9,389,805
Change in net position $ 7,722250 $ (3,771,610) § 2,527,359




The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

Management Discussion and Analysis - Continued
(Unaudited)

OPERATING REVENUES
Retail, Program, Grants, and Contracts Revenue

For fiscal year 2023, revenue increased over fiscal year 2022 by $9,741,152 (65%). Grants and contracts
increased significantly in fiscal year 2023 over 2022 with an increase of $4,790,172 (118%). Retail revenue
remained below pre-pandemic levels however revenue in each location has continued to improve post-
pandemic. The revenue in fiscal year 2023 is 56% of pre-pandemic levels. Retail revenue increased
$860,129 (146%) over fiscal year 2022. Rental income revenue decreased in fiscal year 2023 over 2022
by $518,998 (17%). Also, the rental increase reflects rental revenue under GASB 87 for all leases held by
the Corporation. The Corporation did again amend their vending partners rent schedule in 2023 by using
a percentage calculated based on the population and applying that against the rent noted in the contract to
get the amended rent for the period.

For fiscal year 2022, revenue increased over fiscal year 2021 by $3,775,003 (33%). All the Corporation’s
major revenue sources were down below the beginning of the year projections as the campus population
has remained below pre-pandemic levels. Grants and contracts increased in fiscal year 2022 over 2021
with an increase of $687,658 (20%) Retail revenue remained below pre-pandemic levels however as the
campus moved to a more hybrid model and more people returned to in person operations retail revenue
did increase $327,264 (124%) over fiscal year 2021. Rental income revenue increased in fiscal year 2022
over 2021 by $1,449,839 (107%) as a result of more vendors being open and remaining open during the
fiscal year compared to fiscal year 2021. Also, the rental increase reflects rental revenue under GASB 87
for all leases held by the Corporation. The Corporation did again amend their vending partners rent
schedule in 2022 by using a percentage calculated based on the population and applying that against the
rent noted in the contract to get the amended rent for the period.

Program revenues are the function of the many projects administered by the Corporation as well as
programs ran by the Corporation, which must be self-supporting. Program revenue consists of revenue
received to support campus programs and student scholarships.

Program revenue decreased by $46,483 (2%) in 2023 over 2022. A few programs which had a decrease
program revenue include:

e Commencement is an activity managed under the Corporation in which revenue is received by the
campus to manage cost associated with commencement. Commencement revenue was less in
fiscal year 2023 compared to fiscal year 2022 as of only one commencement ceremony happening
in 2023. In fiscal year 2022 the university had two commencement ceremonies one which was a
makeup ceremony missed during covid.

e The RET (Rehabilitation Engineering Technology) Project provides technology solutions for people
with disabilities and injuries. RET program revenue decreased in fiscal year 2023 as the program
is slowly winding down.

Program revenue increased by $777,333 (35%) in 2022 over 2021. The increase in program revenue is
linked to more programs returning in fiscal year 2022 which was impacted by the campus in person
population rising. Programs which were able to pivot to online offerings continued generating consistent
revenue, however programs that benefited from face-to-face interactions generated more revenue during
2022 include:

e Sierra Nevada Field Campus (SNFC) (a satellite campus where the Corporation offers workshops
and classes, as well as meals and lodging in a camp setting): SNFC opened the site for the first
time since the beginning of the Covid pandemic offering workshops for the season. Thus, the
program generated $202,536 in program revenue compared to $0 in 2021.



The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

Management Discussion and Analysis - Continued
(Unaudited)

e Commencement -graduation was held in person for fiscal year 2022. This is an activity managed
under the Corporation in which revenue is received by the campus to manage cost associated with
commencement. Graduation was held online for fiscal year 2021.

e Student banking program is a program that saw an increase in revenue generated due to more
students being on campus. The student organizations had more revenue generating activities
during fiscal year 2022 in the amount of $92,585.

The Corporation’s self-operated retail locations which include two convenience store locations, 24-hour
automatic vending location and copy center which provide printing services for the campus community.
Revenue for these retail locations during the fiscal year increased over fiscal year 2022 as the foot traffic
continued to increase in fiscal year 2023. Revenue for the retail operations was 56% of pre-pandemic levels
during the fiscal year. In 2023, the self-operated enterprises fared as follows:

e Open 24, an automated 24-hour vending machine, continued to operate but with very limited
revenue. It generated retail revenue of $74,459 and $55,479 in fiscal years 2023 and 2022,
respectively.

¢ Retail revenue for both convenience store operations was higher in 2023 over 2022 due to the
stores continuing to grow as foot traffic increased on campus the fiscal year. Healthy U was open
during fiscal year with revenue of $235,369. The Lobby Shop revenue was $494,265 and $178,492
in fiscal years 2023 and 2022, respectively.

e Ctrl+P, an on-campus copy center, operated by the Corporation, had revenue of $225,835 and
$130,366 in fiscal years 2023 and 2022, respectively. Ctrl+P was a vital member of the campus
community providing services to the campus and continued in fiscal year 2023 to expand and
provide printing services to campus departments as well as the campus communications group.

The Corporation’s self-operated retail locations which include two convenience store locations, 24-hour
automatic vending location and copy center which provide printing services for the campus community.
Revenue for these retail locations during the fiscal year increased over fiscal year 2021 as the foot traffic
continued to increase in fiscal year 2022. In 2022, the self-operated enterprises fared as follows:

e Open 24, an automated 24-hour vending machine, continued to operate but with very limited
revenue. It generated retail revenue of $55,479 and $15,749 in fiscal years 2022 and 2021,
respectively.

e Retail revenue for both convenience store operations was higher in 2022 over 2021 due to the
stores benefiting from the population on campus increasing during the fiscal year. Healthy U
reopened during the spring during the fiscal year with modified operations. The Lobby Shop
operated with increased hours to support those on campus throughout the fiscal year. The Lobby
Shop revenue was $178,492 and $4,983 in fiscal years 2022 and 2021, respectively.

e Ctrl+P, an on-campus copy center, operated by the Corporation, had revenue of $130,366 and
$45,501 in fiscal years 2022 and 2021, respectively. Ctrl+P was a vital member of the campus
community providing services to the campus and continue in fiscal year 2022 to expand and provide
printing services to campus departments as well as the campus communications group.
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The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

Management Discussion and Analysis - Continued
(Unaudited)

Follett runs the University’s campus bookstore through its contract with the Corporation. In fiscal year 2022
the Corporation and Follett amended their contract to, among other minor items, change the payment
structure from a commission-based structure to a flat fee. The lease payment became $400,000 annually
for the remainder of the contract. The Corporation under this new arrangement reduced the square footage
that Follett occupied by removing the staircase to the textbook floor and closing the textbook floor. The
amendment commenced October 1, 2021. This change will provide the Corporation with consistent revenue
and reduce the expense associated with the space which the Corporation covers under its arrangement
managing vendors in the Cesar Chavez Student Center.

Related-party revenue represents revenue received from the campus or other auxiliaries on campus. The
related-party revenue is largely revenue received from endowments held by the San Francisco State
Foundation to provide support for campus programs (salary reimbursement, program expenses, and
department chairs) and scholarships.

In 2023, related-party revenue from endowments increased by $4,564,696 (99%) over 2022. In 2022,
related-party revenue from endowments increased by $568,834 (14%) over 2021. These funds are used to
support campus programs and scholarships.

Indirect costs from grants, contracts and campus programs were eliminated against revenue so as not to
double count the total revenue and expenses. Indirect costs were $524,499 and $448,750 as of June 30,
2023 and 2022, respectively.

Rental Income

The Corporation’s rental income includes 21 food-vending tenants, a bank, ATMs and construction
companies leasing storage space. The campus population remained below pre-pandemic levels during
fiscal year 2023. The Corporation’s food vendors continued to be impacted by the change in population on
campus. The Corporation continued providing rent amendments to its vendors in response to the ongoing
challenge the vendors were experiencing with a reduced campus population. The amendments were based
on the calculation of a percentage of the population applied to the actual rent charged. The rental
amendments did not apply to the bank, ATMs, or the construction company leasing storage space; in those
instances, the Corporation continued to receive rental income based on the original agreement. Rental
income decreased in fiscal year 2023 by $518,998 (17%). The decrease is related to reduction of rent for
the Corporation retail space in the Cesar Chavez Student Center.

The Corporation continues to enjoy longstanding relationships with its vendors. The Corporation had one
vendor that did not reopen during fiscal year 2023 and lease was mutually terminated and sublease was
compensated $100,000 to relinquish the premises. The premises is to be converted into a space that
supports the university’s Basic Needs efforts and initiatives.

The re-population of the campus remained substantially below pre-pandemic levels during fiscal year 2022.
The Corporation’s food vendors continued to be impacted by a reduced population on campus. The
Corporation handled the challenges experienced by the vendors by amending the vendors rent and by
charging a reduced amount based on the calculation of a percentage of the population applied to the actual
rent charged. Some vendors attempted to open and ultimately decided to close. All vendors closed during
the Fall and/or Spring semester were not charged rent for that period. The rental amendments did not
apply to the bank, ATMs, or the construction company leasing storage space; in those instances, the
Corporation continued to receive rental income. Rental income increased in fiscal year 2022 by $1,449,839
(107%). The increase is related to recognition of rental revenue for all leases that meet the GASB 87
requirement on a straight-line basis.
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The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

Management Discussion and Analysis - Continued
(Unaudited)

Other Revenue

Other revenue is a category where generally one time or non-reoccurring revenue that does not belong in
the other operating revenue categories is captured.

In 2023, other revenue decreased by $1,330 (7%) over 2022. In 2022, other revenue decreased by $35,925
(64%).

OPERATING EXPENSES
Operating Expenses

Operating expenses are tied to the use of funds from grants, contracts, donations, program revenue, retail
operations, transfers, and other miscellaneous sources.

Operating expenses increased in fiscal year 2023 by $2,779,613 (14%). In fiscal year 2023, indirect costs
of $524,499 were eliminated against revenue from grants, contracts, and campus programs, so as not to
double count the total revenue and expenses. Expenses related to grants and contracts increased by
$115,094 (2%) during 2023 as grants provided more student support through stipends and scholarships.
Scholarship expenses increased over the prior year by $206,525 (10%), as increased support from
endowments to support direct student support through scholarships and stipends that were given out to
students in 2023.

Operating expenses increased in fiscal year 2022 by $1,885,366 (10%). In fiscal year 2022, indirect costs
of $448,750 were eliminated against revenue from grants, contracts and campus programs, so as not to
double count the total revenue and expenses. Expenses related to grants and contracts increased by
$651,988 (15%) during 2022 as grant expenses increased due to new grants such as the Henry Luce
Foundation to support Asian American intergenerational stories for $118,276 and Stop AAAPI Hate coalition
for $247,536. Scholarship expenses increased over the prior year by $188,410 (10%), as more
contributions received to support direct student support through scholarships and stipends that were given
out to students in 2022.

During fiscal year 2023, the Corporation’s retail expenses increased $555,733 (44%) as business
operations continued seeing an uptick in on campus traffic. As sales increased expenses are directly
impacted staffing and cost of goods sold. Though, the level of activity for the retail locations remail below
pre-pandemic levels, operations continue improving and moving toward that direction.

During fiscal year 2022, the Corporation’s retail expenses increased $101,526 (9%) as business operations
saw an uptick in on campus traffic. As sales increased expenses are directly impacted staffing and cost
of goods sold. Though, the level of activity for the retail locations remail below pre-pandemic levels there
were positive signs of activity moving toward that direction.

Management and general expenses increased in 2023 by $1,649,242 (43%). The Corporation hired two
staff during the fiscal year one for purchasing and for marketing. Salary and benefits also increased due
salary cost of living increases provide to staff in alignment with the university. Overall, increased expenses
to for the management and general as the campus moves closer to normal operations with more traffic on
campus in such areas as utilities and building maintenance.

Management and general expenses decreased in 2022 by $16,485 (.4%). The Corporation had two
retirements, one staff from A/P and purchasing and one staff member from budgeting and finance. As a
result of the changes there have been two new staff added to our team. There was also a reduction in
expenses of approximately $329,299 in management and general as those expenses were added to the
plant fund where the Corporation assets are depreciated based on the useful life.

12



The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

Management Discussion and Analysis - Continued
(Unaudited)

NON-OPERATING REVENUES AND EXPENSES
Contributions

Contributions are recognized as revenue when they are verifiable, measurable, probable of collection, and
the Corporation has met all time and eligibility requirements. Contributions decreased in fiscal year 2023
over the prior fiscal year by $951,676 (23%). The Corporation received a few large one-time gifts in 2022
that were not received in 2023. Though contributions decreased the Corporation continued to receive
steady contributions to support the overall mission of the university programs which provided support
scholarships and faculty support.

Contributions are recognized as revenue when they are verifiable, measurable, probable of collection, and
the Corporation has met all time and eligibility requirements. Contributions increased in fiscal year 2022
over the prior fiscal year by $985,012 (32%). The Corporation received contributions in 2022 received to
provide scholarships in philosophy, special education, Asian American studies large and supporting cost of
the new science building currently under construction.

Investment Return

Investment income increased in fiscal year 2023, as inflation remained at an uncomfortably high level.
Easing of financial conditions in the second quarter of 2023 helped to counter the increase in interest rates
by the Fed. Investment returns, net for the fiscal year were up $5,523,851 (191%) over the prior fiscal
years’ earnings. Equities and fixed income are a significant portion of the Corporation’s portfolio. U.S.
Equities at fiscal year-end returned 8.7% and U.S. Fixed income at fiscal year returned negative .8% The
Corporation’s total composite ended the fiscal year up 8.7%.

SIGNIFICANT ITEMS

The Corporation continued to experience the ripple effects of Covid-19 as the campus slowly re-populates.
The retail and rental program revenue has yet to return to pre-pandemic levels. In fiscal year 2022, the
Corporation retail operations by the end of fiscal year 2023 revenue returned to 56% of pre-pandemic
revenue levels as more persons have returned to campus. Most of the Corporations food vendors were
open during fiscal year 2023.

During fiscal year 2023, the Corporation renewed its line of credit again with the Bank of San Francisco.
The Corporation did not have need to access the line of credit. The credit line was established to handle
potential cashflow needs especially during Covid-19, when the Corporation had significant revenue
reductions in rental and retail operations.

The Corporation believes all other significant items have already been disclosed and they do not have a
significant effect on future operations, or these effects have already been included in the current financial
statements.
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The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

STATEMENTS OF NET POSITION

June 30,
2023 2022
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 2,157,351 $ 777,111
Investments, unrestricted 27,428,260 21,598,756
Pledges receivable, net 4,489,612 4,926,134
Accounts receivable, net 1,555,132 1,443,978
Lease receivable, current portion 1,141,564 1,187,304
Prepaid expenses and other assets 83,694 33,040
Total current assets 36,855,613 29,966,323
NONCURRENT ASSETS:
Pledges receivable, net 601,014 968,018
Lease receivable, net of current portion 18,631,471 19,306,679
Investments:
Unrestricted 13,440,665 12,921,064
Restricted 669,951 649,772
Capital assets, net 10,246,037 10,431,565
Total noncurrent assets 43,589,138 44,277,098
Total assets 80,444,751 74,243,421
DEFERRED OUTFLOWS OF RESOURCES (NOTE 2) - -
Total assets and deferred outflows of resources $ 80,444,751 $ 74,243,421

The accompanying notes are an integral part of these financial statements.
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The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

STATEMENTS OF NET POSITION - CONTINUED

June 30,

LIABILITIES

CURRENT LIABILITIES:
Accounts payable
Accrued salaries and benefits payable
Accrued compensated absences
Payable to related parties
Unearned revenue
Lease liabilities - current portion

Total current liabilities
NONCURRENT LIABILITIES:
Lease liabilities - non current portion
Total noncurrent liabilities
Total liabilities
DEFERRED INFLOWS OF RESOURCES (NOTE 2)
NET POSITION:
Invested in capital assets
Restricted for:
Nonexpendable - endowments
Expendable
Unrestricted

Total net position

Total liabilities, deferred inflows of resources and net position

The accompanying notes are an integral part of these financial statements.
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2023 2022

1,017,032 840,907
339,684 294,949
79,297 99,146
1,009,322 1,529,100
5,696 36,425
100,571 54,266
2,551,602 2,854,793
8,390,737 8,247,254
8,390,737 8,247,254
10,942,339 11,102,047
18,558,019 19,919,231
10,246,037 10,431,565
669,951 649,772
41,835,725 33,798,211
(1,807,320) (1,657,405)
50,944,393 43,222,143
80,444,751 74,243,421




The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

Years ended June 30,

2023 2022
Operating revenues:
Grants and contract revenue 8,857,438 $ 4,067,266
Program revenue 2,821,195 2,774,712
Retail revenue 1,451,034 590,905
Programs funded by related parties 9,152,994 4,588,298
Rental income 2,503,596 3,022,594
Other revenues 19,065 20,395
Total operating revenues 24,805,322 15,064,170
Operating expenses:
Grants and contracts 5,154,738 5,039,644
Campus programs 7,155,187 6,835,050
Rental expenses 269,251 270,679
Student scholarships 2,298,074 2,091,549
Management and general 5,460,742 3,811,500
Retail expenses 1,817,916 1,262,183
Depreciation 574,772 621,626
Student organization 85,912 104,748
Total operating expenses 22,816,592 20,036,979
Operating income (loss) 1,988,730 (4,972,809)
Non-operating revenues (expenses):
Contributions 3,158,830 4,110,506
Investment return 2,628,747 (2,895,104)
Endowment fees (12,916) (14,203)
Other nonoperating expense (41,141) -
Net non-operating revenues to
permanent endowment 5,733,520 1,201,199
Change in net position 7,722,250 (3,771,610)
Net position, beginning of the year 43,222,143 47,026,277
Restatement - GASB 87 - (32,524)
Net position, beginning of the year, as restated - 46,993,753
Net position, end of the year $ 50,944,393 $ 43,222,143

The accompanying notes are an integral part of these financial statements.
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The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

STATEMENTS OF CASH FLOWS

Years ended June 30,

Cash flows from operating activities:
Receipts from programs
Rent receipts
Payments to suppliers
Payments to employees for services
Scholarships to students
Other

Net cash provided by (used in) operating activities

Cash flows from noncapital financing activities:
Donations received
Deferred inflows of resources - financing leases
Principal payments under lease obligations
Nonoperating expense - loss on early termination of lease

Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities:
Capital asset additions

Net cash used in capital and related financing activities

Cash flows from investing activities:
Proceeds from sales and maturities of investments
Purchase of investments
Investment income

Net cash used in investing activities
Net change in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Supplemental disclosures of cash flow activity:
Non-cash activity:
Right-of-use assets
Obtaining right-of-use assets in exchange for lease liabilities
Leases receivable
Deferred inflows of resources - financing leases

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

17

2023 2022

$ 23515634 $ 13,756,541
2,503,596 2,104,713
(14,020,011) (11,035,759)
(6,534,053) (6,099,022)
(2,298,074) (2,091,549)
19,065 20,395
3,186,157 (3,344,681)
3,291,308 4,492,151
(1,363,997) -
(78,720) (81,460)

41,141 -
1,889,732 4,410,691
(120,735) (349,118)
(120,735) (349,118)
17,350,045 12,670,700
(21,702,556) (14,513,828)
777,597 1,014,109
(3,574,914) (829,019)
1,380,240 (112,127)
777,111 889,238

$ 2,157,351 $ 777,111
$ 268,508 $ 8,382,980
$ 268,508 $ 8,382,980
$ - $ 21,010,372
$ - $ 21,010,372



The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

STATEMENTS OF CASH FLOWS - CONTINUED

Years ended June 30,

2023 2022
Reconciliation of operating loss to net cash
flows used by operating activities:
Operating income (loss) $ 1,988,730 $  (4,972,809)
Adjustments to reconcile operating income (loss) to net cash
flows used by operating activities:
Depreciation 574,772 621,626
Interest expense (260,822) (156,741)
Changes in assets and liabilities:
Grants receivable 673,833 1,619,390
Accounts receivable, net (111,154) (1,026,841)
Lease receivable, net 720,948 -
Prepaid expenses & other assets (50,654) (21,271)
Lease rent receivable (straight-line) - 877,871
Accounts payable 176,125 (27,205)
Accrued salaries and benefits payable 44,735 117,248
Accrued compensated absences (19,849) (19,636)
Payable to related parties (519,778) 702,616
Unearned revenue (30,729) (213,582)
Lease rent payable (straight-line) - (845,347)
Total adjustments 1,197,427 1,628,128
Net cash used by operating activities $ 3,186,157 $  (3,344,681)
Supplemental disclosures of cash flow activity:
Non-cash activity:
Donation of stock received $ 52,080 $ 417,749
Unrealized gains (loss) $ 1,781,088 $  (3,960,305)

The accompanying notes are an integral part of these financial statements.
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The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2023 and 2022

NOTE 1 - ORGANIZATION

The University Corporation, San Francisco State (the Corporation), formerly the San Francisco State
University Foundation, Inc., is a nonprofit, tax-exempt California corporation. The Corporation serves as an
auxiliary organization of San Francisco State University. The Corporation is a component unit of San
Francisco State University (the University).

The Corporation was established in 1946 for the purpose of promoting and assisting the University through
administration of educational projects, university research and development projects, commercial services
and community outreach programs. The Corporation has grants, contracts and agreements with state, local
and private agencies and organizations.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The basic financial statements required by the Governmental Accounting Standards Board (GASB)
Statement Nos. 34, 35 and 36 include a statement of net position, a statement of revenues, expenses, and
changes in net position and a statement of cash flows. As a component unit of a public institution, the
Corporation has chosen to present its basic financial statements using the reporting model for special
purpose governments engaged only in business-type activities. This model allows all financial information
for the Corporation to be reported in a single column in each of the basic financial statements. In
accordance with the business-type activities reporting model, the Corporation prepares its statement of
cash flows using the direct method.

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

The Corporation considers assets to be current that can reasonably be expected, as part of its normal
business operations, to be converted to cash and be available for liquidation of current liabilities within 12
months of the date of the statement of net position. Liabilities that reasonably can be expected, as part of
the Corporation's normal business operations, to be liquidated within 12 months of the date of the statement
of net position are considered to be current. All other assets and liabilities are considered noncurrent, with
the exception of those amounts that are required to be reported as deferred outflows or inflows of resources.
The Corporation follows GASB 63 and 65, which provide guidance for reporting deferred outflows of
resources, deferred inflows of resources, and net position in a statement of financial position and related
disclosures. The standard defines deferred outflows or inflows of resources as transactions that result in
the consumption or acquisition of net assets in one period that are applicable to future periods.
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The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2023 and 2022

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Basis of Presentation (Continued)
The Corporation's net assets are classified into the following categories:
e Invested in Capital Assets: Capital assets, net of accumulated depreciation; and any related debt;

o Restricted, Nonexpendable: Net assets subject to externally imposed conditions that the
Corporation retains in perpetuity. Net assets in this category consist of endowments;

e Restricted, Expendable: Net assets subject to externally imposed conditions that can be fulfilled by
the actions of the Corporation or by the passage of time. This category includes grants, contracts,
scholarships and fellowships;

e Unrestricted: This represents all unrestricted net assets. Unrestricted net assets may be designated
for use by management or the Board of Directors.

New Accounting Pronouncements

In March 2020, the GASB issued Statement No. 94, Public-Private and Public-Public Partnerships and
Availability Payment Arrangements (PPPs) effective for the Corporation's fiscal year beginning July 1,
2022. This statement improves financial reporting by addressing public-private and public-public
partnership arrangements which encompass government contracts with an operator to provide public
services by conveying control of the right to operate or use a nonfinancial asset. The Corporation has
adopted and evaluated the effect of GASB Statement 96 and there are no PPPs to disclose on its financial
statements and related disclosures.

In May 2020, the GASB issued Statement No. 96, Subscription-Based Information Technology

Arrangements (SBITAs) effective for the Corporation’s fiscal year beginning July 1, 2022. This Statement
provides guidance on the accounting and financial reporting for subscription-based information technology
arrangements for government end users. The Corporation has adopted and evaluated the effect of GASB
Statement No. 96 and there are no SBITAs to disclose on its financial statements and related disclosures.

Reclassification

Certain amounts related to the June 30, 2022, financial statements have been reclassified to conform to
the current year financial statement presentation

Cash and Cash Equivalents
Cash and cash equivalents consist of unrestricted cash, checking accounts, savings accounts and money

market funds held outside of investment brokerage accounts with an original maturity date of three months
or less.
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The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2023 and 2022

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Cash and Cash Equivalents (Continued)

Custodial Credit Risk - In the case of bank deposits, this is the risk that in the event of a bank failure, the
Corporation’s deposits may not be returned. The Corporation does not have a formal policy addressing
custodial credit risk for its bank deposits. Although the Corporation is not a government agency, the financial
institutions, in which the Corporation makes its deposits, have collateralized the deposits in accordance
with section 53601 et. Seq. of the California Government Code. Wells Fargo is a financial institution
whereby Federal Deposit Insurance Corporation (FDIC) insures deposits. Deposits of more than the
$250,000 insured amount would be collateralized by the bank by pledging identifiable collateral according
to statute. Periodically, throughout the years ended June 30, 2023 and 2022, the Corporation maintained
balances in excess of the federally insured limits.

Accounts Receivable, Net

Accounts receivable includes amounts due from special projects, business services, contracts and other
receivables from the University. Accounts receivable of $1,555,132 and $1,443,978 as of June 30, 2023
and 2022, respectively, are shown net of an allowance for uncollectible accounts of $10,000 and $0,
respectively.

Pledges Receivable, Net

Pledges receivable are unconditional promises of private gifts to the Corporation. Pledges meeting the
requirements specified by GASB Statement No. 33, Accounting and Financial Reporting for Non-Exchange
Transactions (GASB 33), are included in the financial statements as pledges receivable and recognized as
revenue in the period pledged. Pledges extending beyond one year are discounted to recognize the present
value of the future cash flows.

Pledges receivable, net as of June 30, 2023 2022

One year $ 4,489,612 $ 4,926,134
Two to five 601,014 968,018
Total $ 5,090,626 $ 5,894,152

In subsequent years, this discount is accreted and recorded as additional contribution revenue in
accordance with donor-imposed restrictions. The allowance for uncollectible pledges is determined by
management. At June 30, 2023 and 2022, management determined that there were no uncollectible
pledges. Discounts are computed using risk-adjusted market rates. Amortization of the discounts is
included in grants and contracts revenue. The discount rate used to calculate the present value of pledges
is 8.25% and 4.75% for the fiscal years 2023 and 2022, respectively. The total discounts were $54,446 and
$217,071 at June 30, 2023 and 2022, respectively. Conditional promises and intentions to pledge are
recognized as receivables and revenue when the specific condition and/or eligibility and recognition
requirement is met.

The pledge receivable balance also includes annuities, which are held by the CSU Foundation on behalf of
the Corporation, which serves as the designated entity for the University to collect and administer current
use gifts. The annuities have been recorded at present value of the total annuity. The annuity recorded was
$112,192 and $109,407 as of June 30, 2023 and 2022, respectively.
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The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2023 and 2022

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Investments

Investments are stated at fair value. The Corporation pools available resources into savings, management
and investment accounts. Interest and dividends earned are allocated to the respective endowment funds,
net of fees, based on the ratio of a fund's invested resources to the total amount invested.

Investments in alternative investments are based upon the Corporation’s net asset value (NAV) of the fair
value of underlying assets as reported by the entities in their financial statements or as determined by the
fund manager. In some cases, the underlying assets are marketable securities with quoted market prices.
In other situations, the underlying assets are not marketable, and the fund managers determine valuations.
Due to the inherent uncertainty of valuation of non-marketable and restricted investments, those estimated
values may differ significantly from the values that would have been used had a ready market for the
securities existed, and the differences could be material. Additionally, these investments may have liquidity
constraints, including lock-up periods of a quarter or longer.

Restricted Investments

Investments made from donor-restricted endowments are pooled with the Corporation's other investments.
Any appreciation of such investments is tracked separately and recorded in unrestricted net assets as long
as the donor has not restricted those earnings. The Uniform Prudent Management of Institutional Funds
Act (UPMIFA), passed in July 2006 and adopted by California in 2008, authorizes an institution to spend
the amount it deems prudent considering the donor’s intent, the purposes of the fund and relevant economic
factors. According to the Corporation's policy, up to 4% of the earnings may be distributed each year.
Earnings available for distribution are identified as interest, dividends and realized gains and losses and
are calculated quarterly based on the average daily balance of the portfolio.

The Corporation invests these funds to produce current income to meet spending needs and to preserve
the real value of the endowment principal. The payout policy objective is interlinked with the investment
objectives for the total fund and has been formulated in the context of the overarching goal for prudent
management of endowments: to optimize the balance between preserving the real (after inflation) long-
term purchasing power of the endowment principal with the need to make annual distributions to campus
beneficiaries.

Capital Assets

Capital assets, which include property, leasehold improvements and equipment, are stated at cost.
Depreciation is computed using the straight-line method over the estimated useful lives of the assets, which
range from five to ten years for equipment and ten to thirty years for buildings and related improvements.
Property and equipment with a value of less than $5,000 is not capitalized. Annually, the Corporation
transfers ownership of the capital assets belonging to closed projects to the University, where appropriate.
In addition, the Corporation also transfers capital assets purchased by Corporation projects when those
assets are requested to be transferred to the University. There was no net book value of transfers made
to the University during the fiscal years ended June 30, 2023 and 2022.

As aresult of GASB 87 presentation, leased assets which include land improvement and leased equipment
are disclosed separately from other capital assets.
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The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2023 and 2022

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Compensated Absences

Employees accrue annual vacation leave based on length of service and job classification.
Revenue and Expenses

The Corporation classifies operating revenues into six categories: program revenue, grants and contracts,
programs funded by related parties, retail revenue, rental income and other revenues. Program revenue,
grants and contracts, and programs funded by related parties are derived from program-specific grants and
contracts and contributions arising from exchange transactions with federal, state, local, private foundation
and individual contributions restricted for a particular program. Programs funded by related parties
represent primarily revenue transferred from the San Francisco State University Foundation for
scholarships and campus programs.

The retail revenue and expenses category includes revenue from the operation of two convenience stores,
the 24-hour automated vending machine, and a copy center. The balance relates to commission revenue
from the operator of the University’s bookstore.

Rental income is revenue generated from food vendors and commercial space leased to various
corporations.

Other revenues are revenues that are not required to be reported under program revenue or rental income.

The non-operating revenue and expenses category includes revenue from restricted and unrestricted
contributions where the restrictions have been met and transferred. This category also includes investment
returns, which are net of administrative fees charged per the investment policy (such as interest, dividends
and net realized and unrealized gains and losses).

Use of Estimates

The preparation of financial statements, in conformity with U.S. GAAP, requires management to make
estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.

Income Taxes

The Corporation is a not-for-profit corporation and is exempt from federal and state income taxes under
provisions of Section 501(c)(3) of the Internal Revenue Code and the California Tax Code. Continuance of
such exemption is subject to compliance with laws and regulations of the taxing authorities. Certain
activities considered unrelated to the tax-exempt purposes of the Corporation may generate income that is
taxable. No provision has been recorded for income taxes, as the net income from unrelated business in
the opinion of management; it is not material to the basic financial statements taken as a whole. The statute
of limitations for federal and California state purpose is generally three and four years, respectively.
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The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2023 and 2022

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Fair Value Measurement

The GASB issued Statement No. 72, Fair Value Measurement and Application (February 2015). This
statement addresses accounting and financial reporting issues related to fair value measurements. The
definition of fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. This statement provides
guidance for determining a fair value measurement for financial reporting purposes. This statement also
provides guidance for applying fair value to certain investments and disclosures related to all fair value
measurements.

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities that a government
can access at the measurement date.

Level 2 - Inputs (other than quoted market prices included within level 1) that are observable for the
asset/liability, either directly or indirectly.

Level 3 - Unobservable inputs for the asset/liability; used to the extent that observable inputs are not
available.

NAYV - the fair value of underlying assets as reported by the entities in their financial statements or as
determined by the fund manager. In some cases, the underlying assets are marketable securities with
quoted market prices. In other situations, the underlying assets are not marketable, and the fund
managers determine valuations. Due to the inherent uncertainty of valuation of non-marketable and
restricted investments, those estimated values may differ significantly from the values that would have
been used had a ready market for the securities existed, and the differences could be material.
Additionally, these investments may have liquidity constraints, including lock-up periods of a quarter or
longer.

Deferred Inflows of Resources

In addition to liabilities, the statement of net position includes a separate section for deferred inflows of
resources. This separate financial statement element represents an acquisition of net position that applies
to a future period and would only be recognized as an inflow of resources (revenue) at that time. The
Corporation has three items that qualifies for reporting in this category as of June 30, 2023: 1) deferred
inflows from charitable gift annuities held at California State University Foundation for $112,192; 2) deferred
inflows from resource received related to nonexchange transactions before time requirements are met but
after all other eligibility have been met for $221,950; and 3) $18,223,877 deferred inflows of resources
related to lease arrangements that are recognized on a straight line-basis over the life of the arrangements.

Lease Revenue and Expense

The Corporation recognizes lease revenue on a straight-line basis over the term of the respective lease on
the statement of revenues, expenses, and changes in net position. In 2022, with the implementation of
GASB 87, lessor is required to recognize a lease receivable and a deferred inflow of resources on the
statement of net position. In 2021, lease receivable represents the amount by which straight-line lease
revenue exceeds rent currently billed in accordance with the lease agreements.

The Corporation recognizes lease expense on a straight-line basis over the term of the respective lease on
the statement of revenues, expenses, and changes in net position. In 2022, with the implementation of
GASB 87, lessee is required to recognize a lease liability and an intangible right-to-use lease asset on the
statement of net position. In 2021, lease payable represents the amount by which straight-line lease
expense exceeds rental expense currently remitted in accordance with the lease agreements.
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The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

NOTES TO THE FINANCIAL STATEMENTS

NOTE 3 - INVESTMENTS

June 30, 2023 and 2022

Investments consist of the following as of June 30, 2023:

Local Agency
Investment Fund

Broker Money Market
Funds

Treasury Bonds

Agency Securities

Corporate Debt
Securities

Municipal Bonds

Mortgage Backed

Mutual Funds

CMO & Asset-backed
Securities

REIT

Equity Securities

Alternative Investments

Investment Maturities (Years)

Investments consist of the following as of June 30, 2022:

Local Agency
Investment Fund

Broker Money Market
Funds

Treasury Bonds

Agency Securities

Corporate Debt
Securities

Municipal Bonds

Mortgage Backed

Mutual Funds

CMO & Asset-backed
Securities

REIT

Equity Securities

Alternative Investments

Fair Value <1 1-5 6-10 10+ Other
$ 10,070,555 $ 10,070,555 $ - 9 - 8 - § -
451,603 451,603 - - - -
2,427,391 301,111 1,393,552 732,728 - -
371,331 - 161,779 209,552 - -
2,726,768 535,171 1,651,617 512,991 26,989 -
379,526 39,598 300,404 39,524 - -
437,475 44,297 13,028 33,852 346,298 -
6,130,461 6,130,461 - - - -
394,199 20,836 342,396 30,967 - -
220,252 220,252 - - - -
13,856,181 9,614,376 - - - 4,241,805
4,073,134 - - - - 4,073,134
$ 41,538,876  $27,428,260 $3,862,776 $ 1,559,614 $ 373,287 $ 8,314,939
Investment Maturities (Years)
Fair Value <1 1-5 6-10 10+ Other
$ 6,080,260 $ 6,080,260 $ - $ - 8 - $ -
400,658 400,658 - - - -
2,299,157 267,547 1,228,519 803,091 - -
333,585 - 175,040 158,545 - -
3,295,761 466,149 2,221,682 575,853 32,077 -
486,823 9,970 355,396 121,457 - -
288,440 - - 120,607 167,833 -
5,987,199 5,987,199 - - - -
313,789 84,711 200,985 28,093 - -
217,609 217,609 - - - -
11,797,419 8,084,653 - - - 3,712,766
3,668,892 - - - - 3,668,892
$ 35,169,592 $21,598,756 $ 4,181,622 $ 1,807,646 $ 199,910 $ 7,381,658

25



The University Corporation, San Francisco State
(Component Unit of San Francisco State University)

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2023 and 2022

NOTE 3 — INVESTMENTS (CONTINUED)

Investment return for the years ended June 30, 2023 and 2022 consists of the following:

2023 2022
Interest and Dividends $ 853,341 $ 283,921
Realized and Unrealized gain (loss) 1,936,894 (2,987,827)
Management Fees (161,488) (191,198)

$ 2,628,747 $ (2,895,104)

Interest Rate Risk - The Corporation mitigates its interest rate risk using professional money managers that
use their judgment on the selection of debt securities. The Corporation does not currently have a formal
policy on future maturity limitations.

Credit Risk - The Corporation's investment policy provides that all investments must be rated at least
investment grade by one nationally recognized ratings agency. In the event that an investment falls below
investment grade, the manager must notify the Corporation of the downgrade and provide a recommended
course of action. Securities rated BBB are limited to 10% of the managers' bond portfolio, and the maximum
exposure to an issuer rated BBB is limited to 3% of the Corporation's fixed income holdings

Concentration of Credit Risk - Securities held by any one issuer are limited to 10% of a particular money
manager's bond portfolio and 3% of the Corporation's total fixed income holdings. Individual equities are
also mandated to be no more than 5% of the stock portfolio. As a result, no one issuer exceeds 5% of the
Corporation's total investments.

Custodial Credit Risk — Custodial credit risk represents the risk that, in the event of failure of counterparty,
the Corporation will not be able to recover the value of its investment or collateral securities that are in the
possession of an outside party. Charles Schwab & Co., Inc. (including those held by clients of investment
advisors with Schwab Institutional) are insured by SIPC for securities and cash in the event of broker-dealer
failure. SIPC provid