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Independent Auditor's Report 

Board of Directors 
University Auxiliary and Research 

Services Corporation 
San Marcos, CA 

We have audited the accompanying statement of financial position of University Auxiliary and Research 
Services Corporation (the Organization) as of June 30, 2010, and the related statements of activities and 
cash flows for the year then ended. These fffl8nclal statements are the responstblllty of the Organization's 
management. Our responsibility Is to express an opinion on these financial statements based on our 
audit. 

We conducted our audit In accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained In Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement An audit Includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements. An audit also includes assessing the accounting principles 
used and the significant estimates made by management, as well as evaluating the overal financial 
statement presentation. We believe that our audit provides a reasonable basis for our opinion. 

In our opinion, the 2010 financial statements referred to above present fairly, fn all material respects, the 
financial position of the Organization as of June 30, 201 O, and the changes In its net assets and Its cash 
flows for the year then ended, In conformity with accounting principles generally accepted In the United 
States ofAmerica. 

In accordance with Government Auditing Standards, we have also issued our report dated September 30, 
2010, on our consideration of the Organization's Internal control over financial reporting and our tests of 
Its compDance with certain provisions of laws, regulations, contracts and grant agreements, and other 
matters. The purpose of that report Is to describe the scope of our testing of internal control over fi"lanclal 
reporting and compliance and the results of that testing, and not to provide an opinion on the Internal 
control over financial reporting or on compliance. That report Is an integral part of an audit performed in 
accordance with Government Auditing Standards and should be considered In assessing the results of 
our audit 
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Our au<flt was made for the purpose of forming an opinion on the basic 201 Ofinancial statements taken 
as a whole. The supplementary information Is presented for purposes of additional analysis and Is not a 
required part of the basic financial statements. Such lnfonnation has been subjected to the auditing 
procedures appUed In the audit of the basic financial statements and, in our opinion, Is fairly stated In aH 
material respects in relation to the basic financial statements taken as a whole. 

- /II~//~,,, 4!.~ra 
San Diego, CA 

September 30, 2010 
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Unlvel'81ty Auxiliary and Research Services Corporation 

Statement of Financial Position 
June 30. 2010 

Assets 
Current Assets 

Cash and cash equivalents 
Sponsored programs receivable 
Other receivables (Note 2) 
Deposits 
Certificates of deposit 
Pledges receivable, net (Note 3) 
Inventory 

Total current assets 

$ 1,869,957 
857,194 
722,491 
631,836 

7,950,004 
351,061 
711,732 

13,094,075 

Other Assets 
Cash equivalents, restricted (Note 4) 
Pledges receivable, net (Note 3) 
Investments, at fair value (Note 5) 
Other aasets 
Property and equipment, net (Notes 8 and 11) 

Total other assets 
$ 

1,716,347 
967,376 

12,904,942 
61,081 

719.975 
18.369,721 
29.463.796 

Liabllltles and Nat Assets 
Current Liabilities 

Accounts payable (Note 11) 
Deferred revenue 
Accrued payroll and benefits 
Other current llabBitles 

Total current llablllties 

$ 1,280,812 
1,287,847 

190,820 
3321033 

3,091,512 

Accumulated postretlrement benefit obligation (Note 10) 
Total llabllltlea 

n41530 
318661042 

Corrvnitments and Contingencies (Note 9) 

NetAssets 
Urvestrlcted: 

Board-designated: 
Operati'lg reserves 
Program reserves 
Campus programs 
Equipment 
Scholarship 
Donor-restricted endowment fund deficiencies (Note 8) 

Total unrestricted 

1,922,272 
1,180,599 
3,308,615 

719,975 
500,847 

,1.475.972} 
6,156,336 

Temporarily restricted (Note 7) 
Permanently restricted (Notes 7 and 8) 

Total net assets 
$ 

3,823,085 
15.6181333 
25.597.754 
291463.72§ 

See Notes to Financial Statements. 
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University Auxlllary and Research Services Corporation 

Statement of Activities 
Year Ended June 30, 2010 

- -
Revenue, Gains and Other Support: 

Federal grants and contracts 
Other sponsored programs 
Campus programs (Note 11) 
Commercial operations 
Contributions 
Interest Income 
Investment income 
Net realized and unrealized gain on 

lnvesbnents 
Rental Income (Note 11) 
Net assets released from restriction 

Total revenue, gains and other 
support 

Unrestricted 

$ 5,983,370 
2,010,399 
3,326,058 
4,958,640 
1,257,749 

137,322 

1,679,317 
146,412 

119191032 

21,418,299 

Temporarily 
Restricted 

$ 

548,899 

197,366 

80,565 

i119191032} 

(1,094,202) 

Permanently 
Resbicted 

$ --­

57,559 

571559 

Total 

$ 5,983,370 
2,010,399 
3,326,058 
4,958,640 
1,862,207 

137,322 
197,366 

1,759,882 
146,412 

20,3811656 

Expenses: 
Program services: 

Sponsored programs (Note 11) 
Campus programs (Note 11) 
Commercial operations 
Student scholarships 

Total program services 

6,961,221 
5,820,827 
4,872,723 

7301621 
18,385,392 

6,961,221 
5,820,827 
4,872,723 

7301621 
18,385,392 

General administration (Notes 9 and 11) 
Total expenses 
Change In net assets 

119691231 
201354.623 

1,063,676 (1,094,202) 57,559 

1,9691231 
2013541623 

27,033 

Net Assets, beginning 
Net Assets, ending s 

510921660 
6.156.336 s 

41917.287 
3.823,085 

1515601n4 
$15.618,333 

25,570.J21 
$2§.597.754 

See Notes to Financial Statements. 
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University Auxlffary and Research Services Corporation 

Statement of Cash Flows 
Year Ended June 30, 2010 

Cash Flows From Operating Activities 
Change In net assets 
Adjustments to reconcile change In net assets to net cash used In operating activities: 

--- -- Depreciation 
Contrl>utlons restricted for long-term Investment 
Net realized and unreaUzed gain on Investments 
Change In accumulated postrettrement benefit obligation 
(Increase) decrease In: 

Sponsored programs receivable 

Other receivables 

Deposits 

Certificates of deposit 

Cash equivalents, restricted 

Pledges receivable, net 

Inventory 


Increase (decrease) In: 

Accounts payable 

Deferred revenue 

Accrued payroll and benefits 

Other current Rablllties 


Net cash ueed In operating activities 

Cash Flows From Investing Activities 

Purchases of Investments 

Proceeds from sale of investments 


Net cash provided by Investing activities 

Cesh Flows From Financing Activities 
Contributions restricted for long-term Investment 


Net cash provided by financing activities 

Change In cash and cash equivalents 


Cash and Cash Equivalents, begitnlng of year 

Cash and Cash Equivalents, end of year 


See Notes to Financial Statements. 

$ 27,033 

294,881 
(57,559) 

(1,759,882) 
154,690 

192,843 
(52,367) 
309,796 

(643,716) 
6,044 

790,389 
93,228 

91,704 
434,182 

(1,362) 
11.1952 

(121.2912 

{n0,536) 
1.8131088 
1,042,552 


57.559 

571559 


978,820 

891.137 
s 1,869,957 
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University Auxiliary and Research Services Corporation 

Notes to Flnanclal Statements 

Note 1. Nature of Operations and summary of Significant Accounting Policies 

Nature of operations: University Auxiliary and Research Services Corporation (formerly named 
California State University San Marcos Foundation) (the Organization) Is a nonprofit California 
corporation which Is an auxHlary organization of The California State University (the University). organized 
and operated In accordance with the California Code of Regulations and the Education Code of the State 
of CaUfomfa. The Organization was organized In December 1989 to assist the University In various 
activities, including developing and administering research, and educational grants and contracts; 
accumulating and managing endowment, student loan and student scholarship funds; and administering 
various education-related functions, special programs and other activities. 

The Organization's financial statements are included as a component unit of the University's annual 
general-purpose financial statements. This Is required by accounting principles generaHy accepted In the 
United States applicable to governmental entities. 

Affiliated organizations: The Organization Is related to other auxiliaries of the University, Including San 
Marcos University Corporation and Associated Students, Inc. These auxllaries, although Independent, 
and the University periodically provide various services to one another. 

Asummary of slgnmcant accounting pollcles Is as follows: 

Basis of accounting and reporting: The Organization reports Information regarding Its financial position 
and activities according to three classes of net assets: unrestricted, temporarily restricted and 
pennanently restricted. 

• 	 Unrestricted net assets represent expendable funds avalable for operations, which are not 
otherwise limited by donor restrictions. 

• 	 Temporarily restricted net assets consist of conbibuted funds subject to donor-Imposed 
restrictions contingent upon specific performance of a future event or a specific panage of time 
before the Organization may spend the funds and accumulated endowment earnings In 
compUance with the Uniform Prudent Management of Institutional Funds Ad (UPMIFA). 

• 	 Permanentty resbicted net assets are subject to Irrevocable donor restrictions requbing that the 
assets be maintained in perpetuity usually for the purpose of generating Investment earnings to 
fund current operations. 

Contributions received are recorded as unresb'ictecl, temporarily restricted or permanently restricted 
support, depending an the existence and/or nature of any donor restrictions. 

When a restriction expires (that Is, when a stipulated time restriction ends or purpose restriction Is 
accomplished), temporarily restricted net assets are released to unrestricted net a&Sets and reported in 
the statements of activities as net assets released from restrictions. Contributions received with donor· 
imposed restrictions that are satisfied within the same reporting period are reported as unrestricted 
support in that period. 
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University Auxiliary and Research Services Corporation 

Notes to Flnanclal Statements 

Note 1. Nature of Operations and Summary of Significant Accounting Policies, Continued 

Cash and cash equivalents: The Organization maintains accounts at one financial Institution with funds 
Insured by the Federal Deposit Insurance Corporation (FDIC). The Organization's accounts at this 
Institution may, at times, exceed FDIC-insured limits. On October 3, 2008, when the Troubled Asset Relief 
Program (TARP) became law, FDIC-insurecl limits on deposits Increased from $100,000 to $250,000 and 
FDIC Insurance coverage was expanded to provide unUmltecl Insurance on accounts that do not pay 
Interest, Including most checking accounts. These changes to deposit Insurance expire on December 31, 
2013. At June 30, 2010, the Organization's cash balance at this Institution exceeded FDIC-insured limits 
by $3,478,992. 

The Organization considers all highly liquid investments with original maturity dates of three months or 
less to be cash equivalents. 

Sponsored programs racalvable: The sponsored programs receivable arise In the nonnaf course cl 
sponsored research. It Is the policy of management to review the outstanding receivable at year-end, as 
well as the bad debt ~a-offs experienced in the past, and establish an allowance for doubtful accounts 
for uncoRectlble amounts. No anowance was considered necessary at June 30, 201 Obecause 
management beBeves an amounts are collectible. 

. 	Investments: The Organization has significant Investments In equity securities and mutual funds, and is 
therefore subject to concentrations of credit risk. The investments In equity securities and mutual funds 
with readily determinable fair values, based on daily share prices and dally provided net asset values, are 
reported at fair value with gains and losses included In the statements of activities. 

lnvesbnents In aftematlve Investments represent shares In hedge funds that hold, among other 
Investments, bonds, bank loans, busted converts, mezzanine debt, distressed assets, equity and real 
estate. The Organization accounted for its investment in these hedge funds at fair value, using net asset 
value per share of the hedge funds. 

The investments of the Organization are exposed to Interest rate and market risk. Economic conditions 
can impact these risks and resulting fair values can be either positively or adversely affected. If the level 
of risk increases In the near tenn, It is possible that the lnY&sbnent balances and the amounts reported In 
the financial statements could be materiaRy affected by market fluctuations. Although the fair value of 
investments is subject to fluctuations on a year-to-year basis, management befteves the investment policy 
is prudent for the long.term welfare of the Organization and its beneficiaries. 

Pledges receivable: Pledges that are expected to be collected within one year are recorded at their net 
realizable value. Pledges that are expected to be collected In future years are discounted to their 
estimated net present value. After pledges are originally recorded, an allowance for uncolfectible pledges 
may be established based on specific circumstances. 

Inventory: Inventory consists primarily of education books and Is valued at the lower of cost (first-In, first. 
out method) or fair value. Books returned to vendors resulting in credits on account are recorded as 
deposits on the statements of financial position. 

Property and equipment: Property and equipment are recorded at cost, If purchased, or at the fair value 
of the contribution, If donated. Certain equipment acquired through grants and contracts Is subject to 
restrtc::tions on its use and disposition subsequent to the conclusion of the related grants and contracts. A 
physical Inventory Rst Is maintained by the Organization of these assets as required by the grant funding 
agency. The funding source may have a reverslonary Interest in the property as well es the right to 
detennlne the use of any proceeds from sale of equipment purchased with their respective funds. 
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University AuxUlary and Research Services Corporation 

Notes to Financial Statements 

Note 1. Nature of Operations and Summary of Significant Accounting Pollcles, Continued 

Depreciation is computed using the straight-line method over the estimated useful lives of the property 
and equipment, generally three to 10 years. The estimated lives of leasehold Improvements are the 
shorter of the useful life or the tenn of the lease. 

Long-lived 8888ts: The Organization evaluates the carrying value of long-lived assets for inpaiment 
whenever events or changes In circumstances Indicate the carrying vahJe of such assets may not be 
recoverable. The estimated future cash flows are based upon, among other things, assumptions about 
expected future operating performance and may differ from actual cash flows. Long-lived assets 
evaluated for inpaiment are grouped with other assets to the lowest level for which Identifiable cash 
flows are largely Independent of the cash flows of other groups of assets and ftabllities. If the sum of the 
projected future undlscounted cash flows (excluding Interest) Is less than the canylng value of the assets, 
the assets will be written down to the estimated fair value In the period which the determination Is made. 
Management has determined that no lmpalnnent of long-lived assets currently exists. 

Use of estimates: The preparation of the financial statements requires management to make estimates 
and 888Umptions that affect the reported amounts of assets and Habifitles and disclosure of contingent 
assets and Rabllltles at the date of the flnanc:lal statements and the reported amounts of revenues and 
expenses during the reporting period. Actual results could differ from those estimates. These estimates 
Include assessing the lives and methods for recording depreciation of property and equipment, 
determining the fair value of lnvesbnents, determining the allowance for doubtfuf accounts for receivables, 
and discounting ofpledges receivable. 

Revenue recognition: Revenue from sponsored programs is recognized as sponsored programs support 
In the fiscal year In which allowable expenditures have been made. Sponsored programs revenue 
received prior to incurring the related expenses have been deferred. Revenues from registration fees 
received In advance ofclasses occurring have been deferred. Revenue from commercial operations Is 
recognized upon sale of products. 

Functional allocation of expenses: The costs of providing the various programs and other activities 
have been sunvnarized on a hl1ctional basis In the statements of activities. Accordingly, certain costs 
have been alocated among the programs benefited. 

Income taxes: The Organization Is a qualified nonprofit organization that is generaDy exempt from 
federal and state Income taxes under Section 501(c)(3) of the Internal Revenue Code and 
Section 23701(d) of the California Revenue and Taxation Code. This exemption is for all Income taxes 
except for those assessed on unrelated business income, If any. In order to maintain that status, the 
Organization Is precluded from making certain expenditures, prinq>ally in support of poltlcal parties. 
Management believes that no such expenditures have been made. The Organization is not a private 
foundation. 
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University Auxlllary and Research Services Corporation 

Notes to Financial Statements 

Note 1. Nature of Operations and Summary of Significant Ac:c:ountlng Policies, Continued 

The Organization adopted accounting guidance relating to accounting for uncertainty In Income taxes, 
which Is primarily codified In Financial Accounting Standards Board (FASB) Accounting Standards 
Codification (ASC) 740. The Organization files a Form 990 (Return of Organization Exempt from Income 
Tax) annually. When these returns are flied, It Is highly certain that some positions taken would be 
sustained upon examination by the taxing authorities, while others are subject to uncertainty about the 
merits of the tax position taken or the amount of the position that would ultimately be sustained. Examples 
of tax positions common to the Organization include such matters as the tax-exempt status of the entity 
and various positions relative to potential sources of unrelated business taxable Income (UBI). UBI Is 
reported on Form 990-T, 88 appropriate. The benefit of tax position Is recognized In the financial 
statements In the period during which, based on all available evidence, management believes It Is more 
likely than not that the position win be sustained upon examination, Including the resolution of appeals or 
Utlgatlon processes, If any. 

Tax positions are not offset or aggregated with other positions. Tax positions that meet the more-likely­
than-not recognition threshold are measured 88 the largest amount of tax benefit that Is more than 
50 percent likely to be realized on settlement with the appUcable taxing authority. The portion of the 
benefits associated with tax positions taken that exceeds the amount measured as described above Is 
reflected as a llabR}ty for unrecognized tax benefits In the accompanying statements of financial position 
along with any associated Interest and penalties that would be payable to the taxing authorities upon 
examination. Upon the adoption and as of June 30, 2010, the Organization has addressed uncertainty In 
Its Income tax position under the guidance, and there are no unrecognized/derecognlzed tax benefits 
requiring an accrual. 

Forms 990 and 990-T flied by the Organization are subject to examination by the IRS up to three years 
from the extended due date of each return. Management beUeves Forms 990 and 990-T have been flied 
appropriately. Forms 990 and 990-T flied by the Organization are no longer subject to examination for the 
fiscal years ended June 30, 2006 and prior. 

Subsequent events: The Organization has evaluated subsequent events through September 30, 2010, 
the date the financial statements were available to be Issued, and has determined that there were no 
subsequent events to recognize in these financial statements other than what has been disclosed In 
Note 12. 

Recent accounting guidance: In June 2009, the FASS Issued Accoootlng Standards Update 
(ASU) 2009-01, Generally Accepted Accounting Principles, and approved the FASS ASC as the single 
source of authoritative nongovernmental U.S. GAAP. The ASC does not change previous U.S. GAAP, but 
Is intended to simplify user access to an authoritative U.S. GAAP by providing aD the authoritative 
literature related to a particular topic In one place. All prior accounting standard documents will be 
superseded and an other accounting literature not Included In the ASC will be considered 
nonauthoritative. ASU 2009-01 ls effective for annual periods ending after September 15, 2009. The 
Implementation of this Update did not have an Impact on the Organization's financial statements. 

9 




University Auxiliary and Research Services Corporation 

Notes to Financial Statements 

Note 2. Other Receivables 

Other receivables consisted of the following at June 30, 2010: 

Student loan racelvable $ 696,632 
Other 25,959 

$ 722.491 

Note 3. Pledges Receivable 

Pledges receivable consisted of the foRowlng at June 30, 2010: 

Amounts due: 
In one year or less $ 446,061 
Between one and five years 56,000 
More than five years 2,562,015 

Gross pledges 3,064,076 
Leas unamortized present value discount at rates ranging from 3.61 % to 4.49% (1,650,639) 
Less anowanc:e for uncoftectible pledges (95,000) 

Pledges receivable, net $ 1,318,437 

Note 4. Restricted Cash Equivalents 

C&sh equivalents are resbicted for the following purposes at June 30, 2010: 

Endowment. unlnvested $ 1,326,034 
Student loans 390,313 

$ 1.716.347 

Note &. Investments 

lnvesbnent& consisted of the following at June 30, 2010: 

Core fixed income institutional mutual funds $ 3,006,495 
Domestic equity securities 2,472,801 
Domestic equity mutual funds 3,106,463 
International equity mutual f\.ma 2,365,403 
Hedge funds 1,953,980 

$ 12.904,942 

As required by the Fair Value Measurements Topic c:A the FASS ASC, which establshes a three-tiered 
fair value hierarchy, the Organization prioritizes the Inputs used In measuring fair value as follows: 

• 	 Level 1-0bservable Inputs such as quoted prices In active markets. Classifications currently 
include equity securities and mutual funds that have share prices and net asset values provided 
dally. 
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University Auxiliary and Research Services Corporation 

Notes to Flnanclal Statements 

Note 6. Investments. Continued 

• 	 Level 2--lnputs, other than the quoted prices in active markets, that are observable either directly 
or Indirectly. Classifications currently Include Institutional mutual funds that have net asset values 
provided dally. 

• 	 Level 3-Unobservable inputs in which there is little or no market data, which require the 
reporting entity to develop Its own a88umptlons. Classifications currently Include hedge funds that 
do not have daily pricing but for which fair value could be determined based on the most recent 
report of the net asset value of the fund. 

Investments at fair value according to the fair value hierarchy are as folows: 

Total Level1 Level2 Level3 
Core fixed Income lnstltutlonal 

mutual funds $ 3,006,495 $ $ 3,006,495 $ 
Domestic equity securities 2,472,601 2,472,601 
Domestic equity mutual funds 3,106,463 3,106,463 
International equity mutual funds 2,365,403 2,365,403 
Hedge funds 1,953,980 1,953,980 

$ 12.9Q4.942 $ 1.944.461 $ 3,006.495 $ 1.953.980 

The followlng tables reflect a reconclllatlon of beginning and ending Investment balances In the 
Organization's Level 3 Investments for the year ended June 30, 2010: 

Hedge funds 

Beglmlng balance $ 1,491,212 
Net reaUzed and unrealized gain 425,123 
Purchases 37,645 

Ending balance 	 $ 1.953,980 

The following table reflects a reconclHation of beginning and ending Investment balances for the 
Organization's total Investments for the year ended June 30, 2010: 

Begirmlng balance $ 12,187,612 
Net realized and t.11reallzed gain 1,759,882 
Net additions. purchases, sales and maturities (1,042,552) 

Ending balance 	 s 12.904.942 

Unlnvested endowments are Included In restricted cash and cash equivalents (Note 4). 
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University Auxiliary and Research Services Corporation 

Notes to Flnanclal Statements 

Note 6. Investments, Continued 

The Organization uses the net asset value to detennlne the fair value to detennlne the fair value of aU the 
underlying Investments which (a) dO not have readily determinable fair value and (b) prepare their 
financial statements consistent with the measurement principles of an Investment company or have the 
attributes of an lnvesbnent company. The following table lists the lnvesbnents In Investment companies: 

Number Unfunded Redemption Redemption 
Fair Value of Funds Commitments Frequency Notice Period 

Hedge fund s 1.010,1n 

Hedge fund 883,803 


Note 6. Property and Equipment 

1 $ Quarterty 
1 Quarterly 

Property and equipment consisted of the foUowing at June 30, 201 O: 

Equipment 
Leasehold Improvements 

Less accumulated depreciation 

Note 7. Restrictions on Net Assets 

Temporarily resbicted net assets consisted of the following at June 30, 2010: 

Campus programs: 

Capital improvemenls 

Student scholarships 

Other 


Pledges receivable, net 

Accumulated and unappropriated earnings on donor-restricted 


endowments 

Permatiently restricted net assets consisted of the foflowlng at June 30, 201 O: 

Eamlngs thereon are avaHable for the foUowing purposes: 

Campus programs 

Student scholarships 

Student loans 


45 written days 
eo written days 

$ 	 1,159,725 
1,737,591 
2,897,316 

<2.1n.341l 
$ 719,975 

$ 1,761,056 
267,n9 

8,110 
1,318,437 

467,703 
s · 3.823.oes 

$ 	 5,781,151 
8,531,148 
1,326,034 

$ 15.618.333 
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University Auxmary and Research Services Corporation 

Notes to Financial Statements 

Note 7. Restrictions on Net Assets, Continued 

Net assets released from time and donor restrictions, by Incurring expenses or costs satisfying the 
restricted purpose or by occurrence of events specified by the donors, were as follows: 

Satisfaction of donor restrictions: 
Capital improvements $ 180,166 
Student scholarships 39,135 
campus programs 30 

Appropriation of earnings for use: 
Student scholarships 362,413 

Satisfaction of time resbictlons 1,337,288 
$ 1.919.032 

Note 8. Endowments 

The Organization's endowments consist of 68 Individual funds established for a variety of purposes. The 
endowments are all donor·restricted for the purpose of student scholarships, student loans and campus 
program activities. 

The Board of the Organization has Interpreted UPMIFA as requiring the preservation of the fair value of 
the original gift as of the gift date of the donoMestrlcted endowment funds absent explicit donor 
stipulations to the contrary. As a result of this Interpretation, the Organization classifies as permanently 
restricted net assets (a) the original value of gifts donated to the permanent endowment, (b) the original 
value of subsequent gifts to the pennanent endowment, and (c) accumulation to the permanent 
endowment made in accordance with the direction of the appUcable donor gift Instrument at the time the 
accumulation Is added to the fund. The remaining portion of the donor.-ntsbicted endowment fund that Is 
not classified in permanently restricted net assets Is classified as temporarily restricted net assets until 
those amounts are appropriated for expenditure by the Organization In a manner that Is consistent with 
the standard of prudence prescribed by UPMIFA. 

In accordance with UPMIFA, the Organization considers the folowing factors In making a determination 
to appropriate or acct.mutate donor.-ntstrlcted endowment funds: 

1. The duration and preservation of the fund 
2. The purposes of the Organization and the donor.restricted endowment fund 
3. General economic conditions 
4. The possible effect of Inflation and deflation 
5. The expected total return from Income and the appreciation of Investments 
6. Other resources of the Organization 
7. The Investment policies of the Organization 

At June 30, 2010, the endowments net asset composition by type of fund consisted of the following: 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

Donor..-estricted endowment 
funds $ (1.475.972) $ 467.703 $ 15.618,333 $ 14.610,064 
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University Auxlllary and Research Services Corporation 

Notes to Flnanclal Statements 

Note 8. Endowments, Continued 

Changes In endowment net assets for the year ended June 30, 201 Oconsisted of the following: 

Temporarily PermanenUy -- ­
Unrestricted Restricted Restricted Total 

Endowment net assets, 
beginning of year $ (3,121,257) $ 552,185 s 15,560,n4 $ 12,991,702 

lnvesbnent retum: 
Investment Income, net of fees 
Net realized and unrealized gain 

Total Investment retll'll 
116791317 
1,679.317 

197,366 
801565 

277,931 

197,366 
1.159.882 
1,957,248 

Contributions 57559 57559 

Appropriation of lnvesbnent 
earnings for expenditure ,34.032} ,362.413} ,39614452 

Endowment net assets, 
end of year I {11475.972} I 467i703 I 15.s181333 I 34.s1g1Cl64 

The Investment management and ac:Jv1:9<>ry fees paid were $64,200 for the year ended June 30, 2010. 

Funds with deficiencies: From time to tine, the fair value of assets associated with Individual donor­
restricted endowment funds may fall below the level that the donor or UPMIFA requires the Organization 
to retain as a fund of perpetual duration. In accordance with GAAP, deficiencies of this nature are 
charged to unrestricted net assets, totaling $1,475,972 for the year ended June 30, 2010. These 
deficiencies resulted from unfavorable market fluctuations fn 2009. Endowment funds that had 
deficiencies in the previous year and have gains fn the current yea record the gains as unrestricted until 
the deficiency fs restored. $1,679,317 of gains were recorded as unrestricted for the year ended June 30, 
2010. 

Retum objectives and risk parameters: The Ot'ganlzation has adopted investment and spending 
policies for endowment assets that attempt to provide funding for programs supported by Its endowment 
and Increase the value of the original contributed capital by an amount not less than the annual Increase 
In lnftation. In order to meet this objective, tha endowment asset portfolo Is structured to achieve a 
compounded annual retum, net of Investment management expenses, of 5 percent plus the annual rate 
d inflation {the Target Retum). The temporarily restricted endowment asset portfolio Is structured to 
provide liquidity for short-term cash needs and safety of prlnclpal wtile seeking to enhance the portfolio's 
return. In achieving the Target Retwn, the Organization seeks to maintain a level of portfolo risk by 
aDocatlng Investments to core fixed Income mutual funds, domestic equity securities, domestic and 
International equity mutual funds, hedge funds and cash Instruments In a ratio sinllar to other peer 
university endowments of similar size as surveyed annually by National Association of College and 
University Business Officers. 

Investment strategy: The Investment strategy of the Organization Is to develop a diversified portfolio of 
passive Investments. For core fixed Income mutual funds and equity funds, tt'8 selection of such holdings 
Is based on the merits of long-tenn ownership without the Intent of short-term trading. To achieve the 
Target Retum, the Organization relies on a total retum strategy In which Investment returns are achieved 
ttvough both capital appreciation (realized and unrealized) and current yield (Interest and dividends), less 
expenses. 
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University Auxlllary and Research Servlcee Corporation 

Notes to Financial Statement& 

Note 8. Endowments, Continued 

Spending poHcy: The Organization has a policy of appropriating for expenditure each year a percentage 
of the prior three-year average endowment balance by taking Into account Investment perfonnance from 
the prior year. In establishing this policy, the Organization considered the long-term expected retum on Its 
endowment Until recently, the annual spending rate on all endowments was set at 4 percent. Because of 
the prior year economic downturn, the rate for the year ending June 30, 2010 was set at 2 percent for 
scholarship endowments and Opercent for campus program endowments. The rate is reviewed annually 
and may or may not change In future years depending on Investment performance. Accordingly, over the 
long-term, the Organization expects the current spending policy to allow Its endowment to grow at the 
average aMual rate of Inflation. This Is consistent with the Organization's objective to maintain the 
purchasing power of the endowment assets held in perpetuity as well as to provide additional real growth 
through new gifts and Investment return. 

Note 9. Commitment& and Contingencies 

Leases: The Organization has entered Into various operating lease agreements with the University for 
office facilities with monthly rents totaUng $3,666 through June 30, 2013. The lease agreement for 
435 E. Carmel Street may be terminated by either party upon a six-month written notice and has monthly 
rent of $11,387 expiring on December 31, 2011. Total rent expense was approximately $181,000 for the 
year ended June 30, 2010. 

The minimum future rental payments are as follows: 

Years Ending June 30, Amount 

2011 $ 180,640 
2012 112,318 
2013 431996 

i 3B1~54 

Sponsored programs: The Organization receives significant financial assistance from numerous federal, 
state and local governmental agencies in the form of grants and operating subsidies. Disbursement of 
funds received under these programs generally requires compliance with terms and conditions specified 
In the agreements and Is subject to audit by the grantor agencies. Any dlsalkMed claims resulting from 
such audits could become a liability to the Organization. However, In the opinion of management, any 
such dlsaQowed claims would not have a material adverse Impact on the overall financial position of the 
Organization at June 30, 2010. 

Note 10. Accumulated Postretlrement Benefit Obligation 

The Organization has a postretirement program which provides medical and dental coverage to retiring 
employees aged 65 with at least 10 years of service. Medical coverage will be provided through the 
C&IPERS medical program. Dependents of eligible retirees wUJ also receive lifetime medical coverage. 

15 




University Auxlllary and Research Services Corporation 

Notes to Financial Statements 

Note 10. Accumulated Postretlrement Benefit Obligation, Continued 

The following table Includes the postretlrement healh care benefits which are unfunded and the amounts 
recognized In the fim~ncial statements as of and for the year ended June 30, 2010: 

Benefit obligation, beginning of year $ 619,840 
Net periodic benefit cost 

Service cost 
Interest cost 
Amortization of prior service cost 
Amortization of actuarial gain 

Accumulated benefit obligation, end of year $ n4530 

No benefits were paid during the year ended June 30, 2010, and the Organization does not anticipate 
having to pay any premiums for the year ending June 30, 2011. 

Weighted-average assumptions used to determine the benefit obligation included a discount rate of 
5.50 percent and a health care cost trend rate of 7.60 percent for the year ended June 30, 2010. 

Note 11. Transactions with Affiliates 

Reimbursed costs: The Organization retmb1.nes the University for salaries and other program-related 
costs for personnel working on contracts, other programs and campus prograns. The total amount paid 
to the University for these services was $7,692,688 for the year ended June 30, 2010. Amounts due to 
the University at June 30, 2010 were $635,308 and are Included fn accounts payable. 

The University refmbln88 the Organization for services and prograns. The total amount received by the 
Organization was $306,490 for the year ended June 30, 2010. Amounts due from the University at 
June 30, 2010 were $15,449 and are Included fn other receivables. 

Lease: The Organization as a lessor has entered Into an operating lease agreement to rent storage 
space to the University at 435 E. Csrmel Street. The monthly rental income fs $12,140, expiring on 
December 31, 2011. Total rental Income was $1~.680 for the year ended June 30, 201 O. 

The future minimum rental receipts are as follows: 

Years EndfnsJune 30, Amount 

2011 $ 145,680 
2012 72,840 

s 218.§20 

Operating advance: In July 2004, the Organization entered Into an agreement with San Marcos 
University Corporation (the Corporation) to provide certain penonnel and other operating services.The 
total amount charged to the Corporation for these services and costs was $216,672 for the year ended 
June 30, 2010. No amount was due at June 30, 2010. 
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University Auxiliary and Research Services Corporation 

Notes to Financial Statements 

Note 12. Subsequent Evant 

On July 1, 2010, the Organization transferred approximately $21 mHlion of net assets to the Califomla 
State University San Marcos Foundation (CSUSMF), the philanthropic non-profit auxiliary of the 
University. The amount represented approximately 81 percent of the Organization's June 30, 2010 total 
net assets of approximately $26 million. 

CSUSMF was estabtished In 2009 to focus on attracting gifts to the University. The Organization, In 
conformity with gufdeOnes of the Callfomla Non-Profit Public Benefit Law, and In accordance with Its 
activities as described In Its Articles of Incorporation, approved by resolution at Its August 2009 meeting 
of the Board ofDirectors to Initiate the transfer of gift-funded assets to CSUSMF. The Organization 
provided sufficient and adequate notice to the Califomla Attomey General and Registry of Charitable 
Trusts, and received notice from the Attorney General In March 2010 that there was no objection to the 
transfer. 

On July 1, 2010, the fair value of net assets transferred to CSUSMF consisted of the foUowlng: 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

Unrestricted net assets: 
Board-designated for: 

Scholarship $ 600,847 $ $ $ 600,847 
Campus programs 2,190,966 2,190,966 

Temporarity restricted net assets: 
Capital Improvements 1,761,056 1,761,056 
Student scholarships 267,n9 '267,n9 
campus programs 8,110 8,110 
Pledges receivable, net 1,318,437 1,318,437 

Endowment net assets {1 .475.972} 467.703 1616181333 14.610,064 
Total net assets 

transferred $ 1.215.830 $ 3,823.085 s 15,618,333 $ 20,657.248 

The Organization has entered Into an agreement with CSUSMF to provide accounting and business 
services for the transferred net assets. 

17 




Supplemental Schedules 



University Auxlllary and Research Services Corporation 

Schedule of Net Assets 


June 30, 2010 

(for Inclusion In The California State University) 


Aneta 
Cunent aaaeta 

Ceah and c:aah equlvalenta 

Short-411tm lnvealmanla 

Accounts recelVlble, nel 

Leaaea rec:eMbll. cunwlt portion 

Notas l'llCllvable, currant pol1lan 

Pfedgaa NClllvlble, net 

Prepaid eicpan-and other 8'l9tl 


Tdll cu11911t 811911 

Noncurrantasaeta 

Rlallfctlld auh and c:aah equiyelenta 

Accounta l9CIMlble. net 

Leaua l90lllvlble, net ofcul!Wlt paiton 

Nol8I recelvable, net of current poitlan 

Student loena l9Clliv1lble, net 

Pledges raceMllle, net 

Endawmn lmlealmenta 

Olhetlong..term llNeatmenll 

Capital ....... net 

Other-­

Total noncwrant MUii 


Uldl~ 

Cumint llebllllaa 
Accounts payable 
Accnled lllallaa and benefits payable 
Accnled compenaatad abaencaa, currant portion 
Deferred revenue 
Capllallmd .... obllgallona, Qlll9llt portion 
Long.term debt ~allona, c:umtnt portion 
s~ c1a1ma11ab11ty, cumintpo111on 
Other..... 

Talll currentlalllllllM 

Noncuminlllabllllal 
Accrued compenl8tld ...... netd current portion 
o.flln'9d revenue 
Granla nilundalD 
Ctpblmd ..... obllgallal11, net of curnint portion 
long.term debtobllgalona, net d c:umint portion 
8llf.lnlannce dllna llabllllea, netOf cumint portion 
DllpoailDly llDOllUl'lll 
Olhet1ab1111e1 (OPEB) 

Tolll 11C111CU11911tlllllllll 

Nelaaaala: 
kMltacl In c:apllll 8119ta. netol l'tllated debt 
Rllltllcllld for. 

Nonexpendable. endowments 

Elcplndable: 


Schallnlhlp• and fdowahlps 
Reaearch 
Loans 

Caplal p!Ojecta 

Debt aervlce 

Oilier 


UMlltrlcflld 

Tolll net alMla 


See l11dape11dant8UllflW'9 f9POlt. 

• 1,889,957 
7,960,004 
1.679,6811 

351,081 
1,343,388 

13,094,075 

1,718,347 

987,378 
12,904,942 

719,975 
81081 

18,389,721 

2•493.m' 

• 1,280,812 

190,820 

182,031 


1,287,847 


170,002 
3,091,512 

774,530 
774530 

3,88!042 

719,975 

15,818,333 

287,779 

1,781,058 

1,794,250 

I il!~ZU 
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University Auxlllary and Reeearch Services Corporation 

Schedule of Revenues, Expenses and Changes In Net Assets 


Year Ended June 30, 2010 

(for Inclusion In The CaUfomta State University) 


Revenues: 
Operating revenues: 

Sludent llffon and fees (net ofscholanhlp allowances of $0) 
Grants and contracta, noncapltal: 

Federal 

State 

Local 
Nongovernmental 

Sales and services ofeducaUonal actlvltlaa 
Sales and aervlcea of8UIClllary enlelprlaea (net of acholarshlp 

alowancea of $0) 

Olher operating revenues 


Total operaung rawnues 


Expenaea: 
Operallng expenses: 


lnstrucUon 

Reaean:h 

Public service 

Academic support 

Student aervtcea 

Institutional support 

Operation and maintenance of plant 

Student grants and acholarshlpa 

Auxlll8ly enterprise eicpensaa 


Oepiecl&Uon and amortization 

Total operaUng expenses 
()pending Income (loaa) 

Nonoperatlng rewnues (expense&): 

State appRlpliallona, noncapllal 

Federal (llWll. Pel 

Gifts, noncapllal 

tnvaatmenl Income. net 

Endowment Income 

lnlefelt on caplakelaled debl 

Olher nonoperallng teverua (expenses) 


Nel nonopillllna revenues (expenses) 
lnCome (losa) bel'ole other addltlona 

State appeoprillons, capital 

Gnni and •• capltal 

Addllona (reduclions) to pennananl endowmenla 

Increase (dacr'eaaa) In net 8888la 


Nelaasets: 

Net 888818 at beginning of year, as pravlously ieported 


Realatemanta 

Net aaseta at end of year, aa reslaled 


See Independent auditor's report. 

$ 

5,983,370 
850,667 
30,000 

1,129,842 
3,472,470 

4,968,840 

18,424,879 

2,752.262 
3,908,918 
1,071,508 

449,501 
1,855,684 
4,420,655 

730,621 
4,872,723 

294,881 
20,354,623 
(3,929,744) 

$ 

1.804,648 
197,388 

1,769,882 

137,322 

57,559 
27,033 

25,570,721 

s 25,697.754 
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University Auxiliary and Research Services Corporation 

Other Information 


June 30, 2010 

(for indusion in The California State University) 


1 	 Restllcted cash and cash equlvalents at June 30, 2010: 
Portion of restrlcled cash and cash equfvalenla related to endowments s 1,328,034 
All other restricted cash and cash equivalents 390,313 

Total restricted c:uh and caah equlvalentll 	 s 1,718,347 

2.1 	 Compoaltlon of Investments at June 30, 2010: 

Noncumlnt Noncummt Total 
Cumtnt Unr81btcted Restrtct8d Noncummt Total 

State ofC8lfomla &.rplus Money Investment Fund (SMIF) s 
State of CaDfornia Local Agency Investment Fund (LAIF) 
Wachovia Short-Tenn Fund 
Wachovia Medium-Tenn fund 
Wachovia Equity Fund 
Debt securities 
Equity securitlea - - 2,742,801 2.742,801 2,742,801 
FbCled Income securitlea (Treasury notes, GNMAs) 
Real estate 
certificates of deposit 7,950,004 - - - 7.950,004 
Notes receivable 
Mutual funds - 11.225 8,197,138 8,208,381 8.208,381 
Collaterallzed mortgage obllgatlona: 

Inverse fto8tera ,_
Interest-only strips - - -

AfJeJw:t paaa-ttvough 

Private paaa-Olrough 


Olher major lnvestmenls: 
Hedge Fund-Goldentree - - 1,070,177 1,070,177 1,070,177 
Hedge Fund-Glovlne - - 883,803 883.803 883,803 
Other 
Add dascrlpllon 

Add description 

Add description 

Add dascrtptlon 

Add deacrlpllon 


Total Investments 7.950.004 11~5 1218931717 12,904,942 20,854,946 
Lesa endov.ment Investments (enter as negative number) - . i14~.2992 i14~21~ '14.ma992 

Total lnvaatnients _$_ 1.950.0<K_ - - ____ll.225_ __ (1.39U82L - - 0.387.357> 8.582.847 

See independent audlto(s report. 
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Univeisity Auxiliary and Research Services Corporation 

Other Information 


June 30, 2010 

(for Inclusion In The Carlfomla State University) 


2.2 Restrtct8d noncurrent lnvestment8 at June 30, 2010 nalldad to: 

Amount 

EndOIMllent Funds 
Unrestrlc:ted-EndO\Wnent ftnda below principal 
Add de8Criptlon 
Add desatptlon 
Add description 
Add desatpllon 
Add desatptlon 
Add desCrtption 
Add description 
Add desatption 

Total restricted noncummt Investments at 
June 30, 2010 

s 14.292.299 
(1,398,582) 

s 12.893,717 

see Independent auditor's report. 
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University Auxiliary and Research Services Corporation 
Other lnfonnation 

Year ended June 30, 2010 
{for inclusion in The Cafifomia State University) 

l.1 Composftlon of cepltal assets at June 30, 2010: 

Nondepteclable capital assets: 
Land and land Improvements 
Worlca of art and historical treasures 
Conatructlon work In progress (CWIP) 

Total nondepnicleble capital 
assets 

BlllanCe 
June 30, 2009 

s 

Prior Period 
Aclju&lments 

s 

Reclasalflcallons 

s 

a.lance 
June 30, 2009 

(rasta!!d) 

s 

Additions 

$ 

I 

Reductions 

s 

Transfers of 
Complelad 

CWIP 

$ 

Balance 
June 30, 2010 

$ 

Oepraclable capital assets: 
BUldlngs and bulldlng Improvements 
Improvements, other than buildings 
Infrastructure 
Leasehold Improvements 
Peraonal property: 

Equipment 
Library books and matertals 

lntanglble assets 
Total depnac:lable capital -a 
Total capital....._ 

Lass accumulated c1aprec1aaon: 
Bulldlngs and blildlng improvements 
lmprowmenta, olher than bulldlngs 
lnfrastluc:tln 
Leasehold Improvements 
Personal property: 

Equipment 
Ubrary books and materials 

Intangible assets 
Total accumulated depnacfatlon 
Nelcapltal-

See Independent audltofs report. 

. 
I 

1,737,591 

1,159,725 

2.897.316 
2.897,318 

(1,014,484) 

(887,978) 

(1.882.460)
HH,858 s 

-
- s 

-
-

1,737,591 

1,159,725 

2,897,316 
2,897,316 

(1,014,484) 

(887,978) 

(1,882,460) 
s 1,014,856 

(150,847) 

{144,034) 

(294,881) 
s f2'4·f81 l s 

I: 
1 -

- s 
-

- s 

1,737,591 

1,159,725 

2,897,316 
2.897,316 

(1, 165,331) 

(1,012,010) 

(2.177.341) 
719.975 
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University Auxiliary and Research Services Corporation 

Other lnfonnation 


June 30, 2010 

(for inclusion in The California State University) 


U Detall of depf8Clallon and amortization ...,.... fot the year ended June 30, 2010: 

Oepfeclatlon and amortization expense related to capital assets s (294,881) 

Amorllzallon expense related to olher assets 


Total depniclatlon and amortization s _(294.881) 


........ PriorPeriod 8allnce Balance Current Long-T91111 
JuneH,2009 Recllalllcdaa J181830,2009 Mdlllona R8ductlona June 30, 2010 Portion Portion-

Amued compenlllllBd ablences 188,984 . - 188,984 • 182,031 • (188,984) 182,031 S182,031 $• • 
~ 

• • •
C8pftlliz8d .....obllgatlana: 


Gioia balance 

UnlmOltlzled pnimlum (dllcount) on capillllllld 


lale ollllgltlona 

TcalrapMa1hedleae 


obllg 


~ dllbtobllgatlona: 
Revenue Bondi 

Olh9rbonda (no.RllWllU8 Bond9) 

Commercial Paper 

Olher: 


Pl9l'llium on Bond 

Dalcllpllon 

Delcripllon 

Daafptlon 
Delcrlpllon 

Tcal 1ont-411nn clellt 

c'!•9rl11111 


Unamoitlzecl bond premium (clllcount) 


Unamortlzlld loss on llfundlng 

TcDl long t.mdellt 


ollllpllona, ... 

TcDllClftlt48lm llUtllha ,..... I . s . 188,llA s 112,1131 • (188.-) 182;031 '1112;0:11 --.­' ' ' 

See Independent 811dHDl'a niport. 
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University Auxiliary and Research Services Corporation 

Other Information 


June 30, 2010 

(for inclusion in The Cafifomia State University) 


Future minimum lease payments: 
Prlncrpal and 

Year ending June 30: Prlncle! lnt8rest!!!!!!!!! 

2011 $ $ s 
2012 
2013 
2014-2018 
2019-2023 
2024-2028 
2029-2033 
2034-2038 
2039-2043 
2044-2048 
2049-2053 
2054-2058 
Theraafter 

Total minimum ..... paymenlS 
Less amounts representing ln1erast 

Present value of futllN minimum ..... payments 
Lesa cunant portion 

Cepltallzed ..... obllgatlon, net of current portion s 

See Independent auditor's report 
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University Auxiliary and Research Services Corporation 

Other Information 


June 30, 201O 

(for inclusion in The California State University) 


Long.term debt obllptlon •cbadule: 

Vear~g June 30: 

2011 
2012 
2013 
2014 
2015-2019 
2020-2024 
2025-2029 
2030-2034 
2035-2039 
2040-2044 
2045-2049 
2050-2054 
2055-2059 

Total 

Prtnclpal 

$ 

.--s..____ 

Rewtnue Bonds 

Interest 

$ 

Prlnclpal and 
lnt8r8St 

$ 

All Other Long-Tenn 
Debt Obl!patlone 

Pllnclpal .iild 
Prtnclpal lnf8Nst lnt8nlst 

$ $ $ 

Principal 

$ $ 

Total 

lnl8nlat 
Prtftdp&I and 

Interest 

$ 

See Independent audltor's 19POrt. 
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University Auxiliary and Research Services Corporation 

Other Information 


June 30, 2010 

(for inclusion In The California State University) 


7.1 Calculation of netassets Invested In capital ......, net of ralalad de1Jt 

capital assets, net of accumulated depreclallon 

Cepltallzed lease obBgatlons, cunant portion 

capftalized lease obBgatlons. net of curent portion 

Long.term debt obligations, cunent portion 

Long-term debt obligations, net ofcurrent portion 

Portion of outstanding debt that Is unspent at year-end 

Other: 


(desctlptlon) 
(delcrlpllon) 
(desc:ripllon) 
(description) 

Nat 118S81a lnveated In capital--. net of ntlal8cl debt 

7.2 Calculallon of net assets• Restrtclecl for nonupendllble ·endowments 

Portion of res11fded cash and cash equlvalents related to endO\'lments 
EndOIM'Rent lnvastments 
Other adjustments: (please Dat) 

Net assets • Restrlct8d for nonexpendable ·endowments 
perSNA 

See Independent auditor's report. 

$ 

Awdllmy.Organlzallons 
GASB FASB 

$ 719,975 

Total 
Awdllarle8 

s 719,975 

$ s 719.975 s 719.975 

$ s 1.326,034 
14,292.299 

s 1,326,034 
14,292,299 

s s 15,618,333 s 15.618.333 
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University Auxlllary and Research Services Corporation 

Other Information 


Year ended June 30. 2010 

(for inclusion in The California State University) 


a TranMCtlons with Nlllt8d entitles: 

Reimbursements to University for 88larfe8 of Unlvetalty peiaonnel working on contracts, grants and other programs 
Relmbmementa to University for other than salaries of University pel'SOnnel 

Payments received from University for aenilces, space and programs 
GiftB..ln-tdnd to the Unlver8lly from auxiliary organlzationl 
Glfta (cash or assels) to the University from recognized auxiliary Otganizallons 
Accounts (payable to) University (enter as negative number) 
Other amounts (payable to) University (enter• negative number) 
Accounts recelvable from Ul'lNel9lty 
Bond principal and Interest paymenlS paid to the Unlverslly 

$ 

9 Other PoatemDloYIMllt Benelllil Obllgallon (OPEB) 

Annual required contribution (ARC) 
Contributions durlf11 the year 

$ 

Amount 

1,239,908 
6,452,780 

452,170 

(635,308) 

15,449 

154,690 

lnCr98se In net OPEB obllgation (NOO) 154,690 

NOO-beglnnlng of year 
NOO - end of year s 

619,840 

Il4.530 

See indeoendent auditor's report. 
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University Auxiliary and Research Services Corporation 

Other Information 


June 30, 2010 

(for inclusion in The Califomia State University) 


10 Polutlon remedlallon Uabllltles under GASB Slalament No. 49: 

Deacrllltlon Amount 

Add description 
Add de8crlplion 
Add d8SCl1ptlon 
Add deaerfptlon 
Add desc:rlption 
Add description 
Add descrtpUon 
Add desctlption 
Add description 
Add description 

Total pollllllon IUl9Cllatlon llabUltlM 
Lesa current portion 

Pollullon remecf'l8tlon llabllltlM, net of current portion 

$ 

I_ 

11 The nature and amount of the prior period edJutltm•nt(•) rac:ordad to beginning net assets: 

NetAssat 
Claes Amount 

Dr. (Cr.) 

Net assets aa of June 30, 2009. aa previously reported 
Prier period ad)uatments: 

1 Bulldlng-TIJt..Up Classroom 
2 Accum Depreo-Bldg 
3 (llat description ofeach ad]mtment) 
4 (list deacrlptlon ofeach adjustment) 
5 (ll8t descrtptlon ofeach adjustment) 
8 (list da8crlpllon of each adjustment) 
7 (list descrtpUon of each adjustment) 
8 (Dal deacrtpllon ofeach adjt.mtment) 
9 (Dst description of each adjustment) 
10 (list description of each~ 

Net 888818 as or June 30, 2009, • reetal8d 

$ 

s 

25,570,721 

25.570,721 

See Independent auditor's report. 
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Net asset class: Bldg 
1 Building 


Accum Depree - Bldg 

Net Asaet - Bldg 


Nelassetclasa:~-------
2 (breakdown of adjusting journal enlry) 

Net asset class:._______ 

3 (breakdovin of adj\a1ing journal entry) 

Netassetclasa:._________ 

4 (breakdowl of adjusting journal entry) 

Net asset crass:._______ 
5 (bnlakdown of adjuatlng journal entry) 

NetassetelaSS:._________ 

6 (breakdcMn ofad)ustlng journal entry) 

Net asset class:. _________ 

7 (braakdown of adjusting journal entry) 

Net asaetclass:. _______ 

8 (breakdO'M'I of adjusting Joumal entry) 

Net asset class:._______ 

9 (breakdown of adjusting journal entry) 

Net asset class:._______ 

10 (braakdov.n of adjulting journal entry) 

See Independent auditor's report. 
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University Auxlllary and Research Servlcea Corporation 

Schedule of Expenditures of Federal Awards 
Year Ended June 30, 2010 

Federal Grantor/Paas-Throygh Grantor/Proaram Clus18r or Title 
Research and Development Cluster: 

Natlonal lnatflu1ea of Health 
Direct Programs: 

Drug Abuse and Addiction Research 
ARRA· Recovery Act of 2009: Trana-NIH Recovery Act 

Research Support 
Gene Discovery Research 
Biomedical Research and Research Training 

Passed through from La Jona Institute for AHergy & Immunology: 
Gene Discovery Research 

Total Natlonal lnatltutn of Health 

U.S. Department gf Education 

Direct Program: 


TRIO Cluster: 

TRIO- Upward Bound 


Total U.S. Department of Education 


!,,!,§, Q!m1mn1101 Qf t:IHllb i!ml f::IYml!l §l~Sill 

Direct Program: 


Family and Community Violence Prevention Program 


Passed through from Vista Community Clinic: 
Fanlly and Community Violence Prevention Program 

Total U.S. Department ofHealth and Human Services 

National Science Foundation 
Direct ~rams: 

Geosciences 
Engineering Programs 
Biologlcal Sciences 
Soc:lal, Behavioral and Economic Sciences 
Education and Human Resources 
Polar Programs 
Cybe(.nfrastrudure 

Total National Science Foundation 

!.!,§, Deoatlmeot 21 Agriculture, Eoraat SeMc:e 

Direct Program: 


Forestry Research 


Passed through from the Cellfomla Department of Public Health: 
ARRA· Recovery Act of 2008: State Admlntatratlve Matching 

GranlB for the Supplemental Nutrition Ana.tance Program 
Total U.S. Department of Agriculture, Foreat Service 

See Noles to Schedule of E>cpendlturas of Federal Awards. 

Catalog of 
Federal 

Domestic 
Assistance Pass-Through Entity Federal 

Number lden!!fxlog Number ExDendltures 

93.279 $ 204 

93.701 
93.855 
93.859 

188,488 
211,953 
7671698 

1,1491343 

93.855 ROI AI070902-01A2, 
ROI AI070902-02 

53,592 

11202.935 

84.047 791469 
791469 

93.910 2211011 
2211011 

93.910 YEPMP090032-01-00 101923 
231,934 

47.050 
47.041 
47.074 
47.075 
47.076 
47.078 
47.080 

74,885 
130,439 
62,426 
82,127 

312,963 
96,036 
911445 

eso1321 

10.652 147,855 

tO.H1 09·11481 58,123 
206,778 
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University Auxiliary and Research Services Corporation 

Schedule of Expenditures of Federal Awards, Continued 
Year Ended June 30, 2010 

Federal Grantor/Pasa-Through GrantorlProsram Cluster or lltle 
National Endowment for the Humanities 

Direct Program: 
Humanities Research 

Catalog of 
Federal 

Domestic 
Assistance 

Number 

45.161 

Pass-Through Entity 
Identifying Number 

Federal 
Expenditures 

$ 20.603 

National Ard!lvea and Becorda Administration 
Direct Program: 

National Historical Publications and Records Grant 89.003 17.595 

Enylroomental Protection Aaencv 
Passed through from San Jos6 State \lnlVeralty: 

Water Pollut!on Control State, Interstate and Tribal Program 
Support 66.419 09-052-270 8,278 

Total Research and Development Expendfturu of Federal Awards 2.617,913 

TRIO Cluster: 
U.S. Department of Education 

Direct Programs: 
TRIO Cluster: 

TRIO - Student Support Services 84.042 373,807 
TRIO - Talent Search 84.044 240,604 
TRIO - Upward Bound 84.047 174,601 

Total TRIO Clustar 789.012 

National Institutes of HeaUh 
Direct Programs: 

ARRA ·Recovery Act of 2009: Tram-NIH Recovery Act 
Research Support 93.701 109,892 

Biomedical Research and Research Training 93.859 1.200.580 
1.310,172 

Passed through Harvard-Beth laraal Deaconess Medical Center: 
ARRA ·Recovery Act of 2009: Trana-NIH Recovery Act 

Raaearch Support 93.701 3R24RR018001-G981 42,298 
Total National lnltHules of Health 1.352.470 

U.S. Department of Education 
Direct Programs: 

Higher Education lnatftutional Aid 84.031 387,213 
Migrant Education - College Assistance Migrant Program 84.149 434.728 

821,941 

Passed through from Califomla Department of Education: 
Fund for the Improvement of Education 84.215 AGRMNT 3N512010 65,788 
Arts In Education 84.351 U35100800n·09 22,500 
Improving Teacher Quality State Grant 84.367 'tCLB-6-CWP-San Marcos, 56,938 

CN088565, CN090046 
National Writing Project 84.928 02.cA19AMENDMENT7 42.189 

Total U.S. Department of Education 1.009.356 

U.S. Qepartmant of HeaUh and Human SeMces 
Direct Programs: 

Food and Drug Administration Research 93.103 2.500 
2.500 

See Notes to Schedule of Elcpendituras of Federal Awards. 
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University Auxlllary and Research Services Corporation 

Schedule of Expenditures of federal Awards, Continued 
Year Ended June 30, 2010 

Federal Grantor/Pass-Through Grantor/Prosram Cluster or TWe 
Passed through from Vista Community CHnlc: 

Community Programs to Improve Minority Health 
Total U.S. Department of Health and Human Services 

National Science Foundation 
Dlfect Programs: 

Education and Human Resources 

Passed through from San Diego State University Research 

Foundation: 

Education and Human Resources 


Passed through from University of CaUfomla San Diego: 

ARRA· Recovery Act of 2009: Education and Human 


Reaourcea 

Total National Science Foundation 

Depactmentof babor 
Passed through from Callfomla Employment Development 

Department WIA Adult Program 
Total Expenditures of Federal Award& 

See Notes to Schedule of Expenditures of Federal Awards. 

Catalog of 

Federal 


Domestic 

Assistance 


Number 


93.137 

47.076 

47.078 

47.078 

17.258 

Pass-Through Entity 
ldenlifxlng Number 

1CPIMP081027-01 

DUE·071n91 

DUE-0934885 

R974334SM9 

Federal 
Expenditures 

s 7,8n 
10.sn 

151,281 
151.281 

8,100 

45.000 
204.381 

383 
ss.g3.892 
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University Auxlllary and Research Services Corporation 

Notes to Schedule of Expenditures of Federal Awards 
Year Ended June 30, 2010 

Note 1. Basis of Presentation 

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) Includes the federal 
grant activity of University Auxlffary and Research Services Corporation and la presented on·the accrual 

------basis of accounting. The Information In the Schedule Is presented in accordance with the requirements of 
Office of Management and Budget (OMB) Circular A-133, Audits ofStates, Locsl Governments, and Non­
Profit 01t1anlzatlons. Therefore, some amounts presented In the Schedule may differ from amounts 
presented In, or used In preparation of, the financial statements. 

Note 2. Indirect Coat 

Indirect costs are charged to federal grants and contracts at predetennlned rates. The predetermined 
rates for the period from July 1, 2009 through June 30, 2010 ranged between Opercent and 48 percent of 
direct program costs (excluding capital expenditures). The Organization recovered $1,058,753 In Indirect 
costs for the year ended June 30, 2010. 
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Mc:Gladrey 1!t Pullen, LLP 
Cvrtificd Public: A(Count~nu 

_McGladrey 


Independent Auditor's Report on Internal Control Over Flnanclal Reporting and 
on Compllance and Other Matters Based on an Audit of Flnanclaf Statements 

Performed In Accordance with Govemment Auditing Standards 

Board of Directors 
University Auxiliary and Research 

Services Corporation 
San Marcos, CA 

We have audited the financial statements of University Auxiliary and Research Services Corporation (the 
Organization) as of and for the year ended June 30, 2010, and have Issued our report thereon dated 
September 30, 2010. We conducted our audit in accordance with auditing standards generally accepted 
in the United States of America and the standards applicable to financial audits contained In Government 
Auditing Standards, Issued by the Comptroller General of the United States. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered the Organization's Internal control over financial 
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on 
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the 
Organization's intemal control over financial reporting. Accordingly, we do not express an opinion on the 
effectiveness of the Organization's Internal control over financial reporting. 

Adeficiency In lntemal control exists when the design or operation of a control does not allow 
management or employees, In the normal course of performing their aBBlgned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness Is a deficiency, or a 
combination of deficiencies, In Internal control such that there Is a reasonable possibility that a material 
misstatement of the entity's financial statements will not be prevented, or detected and corrected, on a 
timely basis. We consider the following deficiencies described In the accompanying schedule of findings 
and questioned costs to be material weaknesses (2010-02 and 2010-03). A significant deficiency Is a 
deficiency or a combination of deficiencies In lntemal control that is less severe than a material 
weakness, yet Important enough to merit attention by those charged with governance. We consider the 
following deficiencies described In the accompanying schedule of findings and questiOned costs to be 
significant deficiencies (2010-G1 and 201CMl4). 

our consideration of lntemal control over financial reporting was for the linlted purpose described In the 
first paragraph of this section and was not designed to identify all deficiencies in Internal control over 
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. Therefore, 
there can be no assurance that an deficiencies, significant deficiencies or material weaknesses have 
been ldenttfled. However, as described In the accompanying schedule of findings and questioned costs, 
we Identified certain deficiencies in Internal control over financial reporting that we consider to be material 
weaknesses and others we consider to be significant deficiencies. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Organization's financial statements are free 
of material misstatement, we perfonned tests of Its compliance with certain provisions of laws, 
regulations, contracts and grant agreements, noncompliance with which could have a direct and material 
effect on the detennlnatlon of financial statement amounts. However, providing an opinion on compHance 
with those provisions was not an objective of our audit, and accordingly, we do not express such an 
opinion. The results of our tests disclosed no Instances of noncompliance or other matters that are 
required to be reported under Government Auditing standards. 

The views of responsible officials and planned corrective actions to the findings Identified In our audit are 
described In the accompanying schedule of findings and questioned costs. We did not audit the 
Organization's responses, and accordingly, we express no opinion on the responses. 

This report ls Intended solely for the lnfonnation and use of the Board of Directors, management, federal 
awarding agencies and pass-through entitles, and Is not Intended to be, and should not be, used by 
anyone other than those specified parties. 

///~//~,,~~ 
San Diego, CA 
September 30, 2010 
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McGladre y Ii Pullen, LLP 

Certified Public Accounlanu 


IMcGladrey 


Independent Audltorts Report on Compliance With Requirements That Could 

Have A Direct and Material Effect On Each Major Program and Internal 


Control Ovt_r Compliance In Accordance with OMS Circular A-133 


Board of Directors 
University AuxHlary and Research 

Services Corporation 
San Marcos, CA 

Compliance 

We have audited the compliance of University Auxiliary and Research Services Corporation (the 
Organization) with the types of compliance requirements described In the U.S. Office of Management and 
Budget (OMB) Circular A-133 Compliance Supplement that could have a direct and material effect on 
each of Its major federal programs for the year ended June 30, 2010. The Organization's major federal 
programs are Identified In the summary of auditor's results section of the accompanying schedule of 
findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and 
grants applicable to each of Its major federal programs is the responsibility of the Organization's 
management. Our responslbUlty Is to express an opinion on the Organization's compliance based on our 
audit 

We conducted our audit of compUance in accordance with auditing standards generaUy accepted in the 
United States of America; the standards applicable to financial audits contained In Government Auditing 
Standards, issued by the Comptroffer General of the United States; and OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit 0ff}anlzations. Those standards and OMB Circular A-133 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompHance 
with the types of compliance requirements referred to above that coukt have a direct and material effect 
on a major federal program occurred. An audit Includes examining, on a test basis, evidence about the 
Organization's compliance with those requirements and perfonnlng such other procedures as we 
considered necessary In the circumstances. We believe that our audit provides a reasonable basis for our 
opinion. Our audit does not provide a legal determination on the Organization's compliance with thole 
requirements. 

In our opinion, the Organization compUect, In au material respects, wtth the compHance requirements 
referred to above that could have a direct and material effect on each of Its major federal programs for the 
year ended June 30, 2010. 

Internal Control Over Compliance 

Management of the Organization Is responsible for establishing and maintaining effective Internal control 
over compliance with the requirements of laws, regulations, contracts and grants applicable to federal 
programs. In planning and performing our audit, we conaidered the Organization's Internal control over 
compliance with the requirements that could have a direct and material effect on a mator federal program 
In order to detennlne our auditing procedures for the purpose of expressing our opinion on compliance 
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and to test and report on Internal control over c=ompliance In accordance with OMB Circular A-133, but not 
for the purpose of expressing an opinion on the effectlven888 of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of the Organization's Internal control over 
cornpHance. 

A deffciency In /ntemal control overcompliance exists when the design or operation of a control over · 
compliance does not allow management or employees, In the normal COUl'le of perfonnlng their assigned 

-~-
functions, to prevent, or detect and correct, noncompUance with a type of compftance requirement of a 
federal program on a timely basis. A materis/ weakness In lntemal control overcompliance is a 
deficiency, or combination of deficiencies, In lntemal control over compliance, such that there is a 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented, or detected and corrected, on a timely basis. 

our consideration of lntemal control over compliance was for the limited purpose described In the first 
paragraph of this section and was not designed Identify an deflClencles In internal control over compliance 
that might be deficiencies, slgnbnt deficiencies or material weaknesses. Therefore, there can be no 
assurance that all deflciencles, significant deficiencies or material weaknesses have been Identified. We 
did not identify any deficiencies In Internal control over compliance that we consider to be material 
weaknesses, as defined above. 

Schedule of Expenditures of Federal Awards 

We have audited the basic financial statements of the Organization as of and for the year ended June 30, 
2010, and have issued our report thereon dated September 30, 2010. Our audit was performed forthe 
purpose of fonnlng an opinion on the basic financial statements taken as a whole. The accompanying 
schedule of expenditures of federal awards la presented for purposes of additional analysis as required 
by OMB Circular A-133 and Is not a required part of the basic financial statements. Such infonnation has 
been subjected to the auditing procedures appled In the audit of the basic financial statements and, In 
our opinion, la fairly stated, in an material respects, In relation to the basic financial statements taken as a 
whole. 

This report is Intended solely for the lnfonnation and use of the Board of Directors, management, federal 
awarding agencies and pass-through entities, and is not Intended to be, and should not be, used by 
anyone other than those specified parties. 

/If~//~/ .!.~P 
San Diego, CA 

September 30, 2010 
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University Auxlllary and Research Services Corporation 

Schedule of Findings and Questioned Costs 
Year Ended June 30, 2010 

I. 	 Summary of Independent Auditor's Results 

Flnanclal Statements 

Type of auditor's report issued: Unqualified 

lntemal control over financial reporting: 

__ No• 	Material weakness(es) identified? X Yes 
• 	Significant deflciency(les) Identified that are not 

__ Noconsidered to be material weaknesses? X Yes 

Noncompliance material to financial statements noted? __ Yes x No 

Federal Awards 

lntemal control over major programs: 

__ Yes• 	Material weakness(es) Identified? X No 
• Significant deflclency(ies) Identified that are not 


__ Yes
considered to be material weaknesses? 	 x No 

Type of auditor's report Issued on compliance for major 

programs: Unqualified 


• 	Any audit findings disclosed that are required to be 

reported In accordance with Section 510(a) of OMB 


___ YesCircular A-133? 	 x No 

Identification of major progrmns: 


CFDANumber Name of Federal Program or Cluster 


Various Research and Development Cluster 

84.042, 84.044 and 84.047 TRIO Cluster 
93.859 	 Biomedical Research and Research Training 
84.149 	 Migrant Education • College Assistance Migrant Program 
93.701 	 Trans-NIH Recovery Ad Researoh Support 

Colar lhrashold used to distinguish between Type A and 

Type B programs: $300,000 


Auditee qualified as low-risk audltee? 	 X Yes -- No 
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University Auxiliary and Research Services Corporation 

Schedule of Findings and Questioned Coats, Continued 
Year Ended June 30, 2010 

II. Flnanclal Statement Findings 

A. Significant Deficiencies and Material Weaknes888 

2010-01: Revenue Recognition 

Criteria: According to the Revenue Recognition Topic of the Financial Accounting Standards 
Board (FASB) Accounting Standards Codification (ASC), revenues of an entity during a period are 
generally measured by the exchange values of the assets (goods or services) or liabilities 
Involved, and recognition Involves consideration of two factors: (1) being resized or realizable; 
and (2) being eamed. 

Condition: The Organization does not have proper controls In place to Identify revenue 
recognition criteria for its diverse revenue streams. 

Context: The Organization failed to defer revenues for certain projects, while erroneously 
deferring other project revenues which had been earned. 

Effect: The errors resulted In recorded current year adjustments to Increase liabilities and 
decrease unrestricted revenue $251,000 and to decrease liabilities and Increase unrestricted 
revenue $309,000, with a net decrease in llabHltles of $58,000 and net Increase in unrestricted 
revenue $58,000, and a passed adjustment to restate the prior year by decreasing net assets 
$11,000 and Increasing current year unresbicted revenue $11,000. We consider the error to be a 
significant deficiency In Internal control over financial reporting. 

Cause: Lack of proper controls over revenue recognition. 

Recommendation: We reconvnend the Organization design and establish Internal controls to 
identify the appropriate revenue recognition criteria for each revenue stream. 

Views of responsible offlclals and planned corrective actions: The revenue adjustment of 
$251,000 relates to revenues received at the end of the fiscal year related to an English language 
cultural program for foreign students that is held during the summer months. Since most of the 
program class start dates begin after July 1, program deposits received prior to July 1 shoukl be 
classified as deferred revenue. Management had always booked these deposits as revenues In 
the month received on a consistent basis In prior years and had not performed annual 
rectasslficatlons to deferred revenue at fiscal year-end. Management wil Initiate procedures to 
book fiscal year-end summer oourae deposits as deferred revenues for proper revenue recognition 
In future years. 

The revenue adjusbnent of $309,000 related to some fixed-fee contracts that had completed work 
scopes or objectives at fiscal year-end In which total final project costs were below the fixed-fee 
amount. Management had used a standard practice to reclassify all contract awards with positive 
balances at year«ld as deferred revenue since most contract awards are not fixed-fee but 
Instead are on a reimbursed-cost basis. Management will Initiate procedures to Identify foced-fee 
contracts and record completed award contracts with unspent funds as revenue at the time the 
project is completed. 
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University Auxlllary and Research Services Corporation 

Schedule of Findings and Queetloned Costs, Continued 
Year Ended June 30, 2010 

2010-02: Inventory Coating 

Criteria: According to the Inventory Topic of the FASB ASC, inventories should generaHy be 
priced at cost. Cost Includes both direct and indirect acquisition and production costs that are ­
Incurred to bring the Inventory to Its present condition and location. 

Condition: The Organization did not have proper controls In place for the Implementation of Its 
new Inventory system. 

Context: A new bookstore accounting system that had been Installed at the beginning of the fl8C81 
year that produced various monthly reports that were used by management to record cost of 
goods sold and calculate ending Inventory. The processes and calculations used by the bookstore 
accounting system were not fUUy understood by management at time of Implementation and 
contributed to an understatement by year-end ofcost of goods sold. In addition, operating 
procedures to properly record outstanding vendor Invoices payable and vendor credits on returned 
items were not adequately established by fiscal year-end. 

Effect: The error resulted in a current year adjustment to Increase Uabllltles and commercial 
operations expense $384,000. We consider the error to be a material weakness In internal control 
over financial reporting. 

Cause: The Organization was unaware of the methodology used by Its new Inventory system to 
price Inventory items. 

Recommendation: We recommend the Organization engage a specialist to establish controls 
over Its new inventory system. 

Views of responsible officials and planned corrective actions: During the f1Scal year, 
management purchased a new bookstore accounting software package from a new vendor and 
had It lnstaDed and operational in September 2009. The transition from the prior software vendor 
to the new software package did not go smoothly and adequate training to properly use the 
system was not provided by the vendor. Management had not spent sufficient time or resources to 
learn the various operating and reporting components of the system and had been using the 
system monthly reports to record cost of goods sold. After a physical count of the inventory was 
taken at June 30, 2010, it was discovered commercial operations expense had been under­
reported, along with a corresponding amount of accounts payable, to bookstore vendors. 
Receiving, accounts payable and vendor credit receivable processes also needed enhancing. 
Management has since initiated processes to establish controls and reviews of monthly system 
accounting reports and to engage a specialist to assist in working with management and the 
software vendor to develop standard operating procedures for such controls and reviews. 

201G-03: Property and Equipment 

Criteria: According to the Property, Plant and Equipment Toplc of the FASB ASC, the Dves used 
In computing depreciation shall be based on estimates of the period over which the assets will be 
of economic benefit to the entity. Such lives may be the same as the assets' physical rives, but 
frequently are shorter. Remaining lives of property shal be periodically reviewed and revised to 
recognize changes In conditions. 
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University Auxlllary and Research Services Corporation 

Schedule of Findings and Questioned Costs, Continued 
Vear Ended June 301 2010 

2010-03: Property and Equipment, Continued 

Two basic types of depreciation methods are acceptable: straight line (based on periods of time or 
usage) and accelerated (decreasing charge). An accelerated method (e.g., declining balance or 
sum-of-the-years digits) Is desirable If evidence Indicates that the decline In value of the property 
is greater In the earlier years of its life or maintenance costs Increase significantly as the asset 
ages. When these factors are absent, the straight-line method Is more desirable. 

Condition: The Organization did not have proper controls In place for the tracking of property and 
equipment 

Context: The Organization discontinued the use and lease ofa facility in a prior year and 
continued to depreciate the improvements until writing them off In the current year. The 
Organization also overdepreciated other assets due to errors in the calculation of depreciation. 

Effect: The combination of errors resulted In a current year adjustment increasing assets and 
reducing expense $30,000, and a net passed adjustment related to the prior year by decreasing 
net assets $75,000 and decreasing current year expense $75,000. We consider the combination 
oferrors a material weakness In internal control over financial reporting. 

Cause: Improper review of fixed assets and the use of manual schedules to calculate 
depreciation. 

Recommendation: We recommend the Organization consider purchasing flXed-asaet tracking 
and depreciation software designed to help the Organization monitor Its assets, properly calculate 
depreciation and assist in continued re-evaluation of property and equipment In use. 

Views of responsible offlcial& and planned corrective actions: Management has initiated 
processes to review all capitalized property and equipment items on a quarterly basis to assure 
each Item Is properly depreciated and that assigned depreciable useful lives are appropriate for 
each item being depreciated. Management will consider purchasing a fixed.asset tracking and 
depreciation software package to enhance the control procedures over fixed assets. 

2010-04: Cl888iftcation ofStatement of Activities Accounts 

Criteria: According to FASB ASC 958-720-05-4. a statement of activities or notes to financial 
statements should provide Information about expenses reported by their functional classification, 
such as major classes of program services and supporting activities. 

Condition: The Organization does not have an established process to review and identify 
statement of activities account classiflcations for financial statement reporting purposes. 

Context: The Organization had difficulty providing a reconciliation between the statement of 
actMties amounts and the books and records. 

Effect: There is a reasonable possibility that the entity would fail to detect an error In the 
statement of activities without a fonnal process to determine how accounts should be classified. 
We consider the matter to be a significant deficiency in intemal control over financial reporting. 
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University Auxiliary and Research Services Corporation 

Schedule of Findings and Questioned Costs, Continued 
Year Ended June 30, 2010 

2010-04: Classmcatlon of Statement of Activities Accounts, Continued 

Cause: No established process for properly reporting functional classiftcations of Items In the 
statement of actMtles. 

Recommendation: We recommend the Organization develop a fonnal process for classifying 
items In the statement of activities. 

Views of responsible offlclals and planned corrective actions: Management will seek 
guidance from its external auditors to assist in developing a formal process for classifying Income 
statement items to help assure proper functional classification of revenue and expenditure 
activities and to look at available resources within Its current financial accounting system to 
establish automated report-generating capabilities. 

Compliance Findings 

No matters were reported. 

Ill. Findings and Questioned Costs for Federal Awards 

A. 	 Significant Deficiencies 


No matters were reported. 


B. 	 Compliance Findings 


No matters were reported. 
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University Auxiliary and Resean:h Services Corporation 

Summary Schedule of Prior Year Audit Findings 
Year Ended June 30, 2010 

The foftowing fincfing was noted during the audit for the year ended June 30, 2009, as reported by 
predecessor auditors: 

2009-1: Property an~ Equipment - - ­

During the fiscal year, the Organization's management and the University determined that a 
building with acost of $1,103.250 had not been recorded In property and equipment on the 
financial statements of the Organization since Inception in 1997. A prior period adjustment was 
recorded to Increase property and equipm8nt and net assets to Include the bt.dldlng. We consider 
the error a material weakness In Internal control over financial reporting. 

Predecesaor auditors recommended that the Organization Improve Its communication with the 
University to ensure that al transactions are recorded corredly. 

Corrective actions taken: Management has taken measures to Improve communication with the 
University. No such breakdowns In communication were reported for the year ended June 30, 
2010. This matter Is resolved. 
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