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__ VICENTI. LLOYD. STUTZMAN 
B U S I N E SS CONSULTANTS AND CPAs 

INDEPENDENT AUDITOR'S REPORT 

I'he Board of Directors 
Cal Poly Pomona Foundation, Inc. 

Report on the Financial Statements 

We have audited the accompanying basic financial statements of the Cal Poly Pomona Foundation, inc. (a 
California State University Auxiliaiy Organization) (the Foundation) as of June 30, 2013 and 2012, and the 
related notes to the financial statements as listed in the table of contents. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 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. 

Auditor's Responsibility 

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 involves performing procedures to obtain evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor's judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers internal control relevant to the entity's preparation and fair 
presentation of the financial statements 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 entity's internal 
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 
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The Hoard of Directors 
Cal Poly Pomona Foundation, Inc. 

Opinions 

In our opinion, the financial statements listed in the aforementioned table of contents present fairly, iii all 
material respects, the financial position of the Foundation as of June 30, 2013 and 2012, and the results of 
its operations, changes in net position and cash flows for the fiscal years then ended in accordance with 
accounting principles generally accepted iii the United States of America. 

Chan2e in Accountin! Principle 

As discussed in Note 17 to the basic financial statements, in 2013 the Foundation adopted new accounting 
guidance, GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred 
Inflows of Resources and Net Position and GASH Statement No. 65, Items Previously Reported as Asscs 
and Liabilities. Our opinion is not modified with respect to these matters. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management's 
discussion and analysis and schedule of finding progress he presented to supplement the basic financial 
statements. Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting 
for placing the basic financial statements in an appropriate operational, economic, or historical context. 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. 



The Board of Directors 
Cal Poly Pomona Foundation, Inc. 

Other Information 

Oitr audit was conducted for the purpose of forming an opinion on the Foundation financial statements as a 
whole. The supplementary schedules are presented for purposes of additional analysis and are not a 
required pan of the basic financial statements. 

The supplementary section is the responsibility of management and was derived from and relates directly to 
the underlying accounting and other records used to prepare the basic financial statements. Such 
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 basic financial statements or to the basic 
financial statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America. In our opinion. the inforniation is fairly stated in all 
material respects in relation to the basic financial statements as a whole. 

Other Reporting Reuuircd by Government Auditin! Standards 

In accordance with Government Auditing Standards, we have also issued our report dated September 12, 
2013 on our consideration of the Foundation's internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts and grant agreements and other 
matters. Ihe purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the internal 
control over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the Foundation's internal control over 
financial reporting and compliance. 

\Lont1c, 
VICENTI. LLOYD & STT.JTZMA LU' 
Glendora, CA 
September 12, 2013 



CAL POLY POMONA FOUNDATION, INC. 

MANAGEMENT DISCUSSION AND ANALYSIS (MD&A) 
For the years ended June 30, 2013 and 2012 

Introduction 

The Foundation is a nonprofit organization formed to support and advance the mission of 
California State Polytechnic University, Pomona (the University). To fulfill this mission, the 
Foundation pursues a wide range of opportunities in the areas of the development and 
administration of research and educational grants and contracts; conducting enterprise activities 
inclilding, dining services, bookstores, conference center lodge, apartment style housing, 
continuing education and agricultural aid to instruction; the accumulation and management of 
Foundation program and student scholarship funds on behalf of the University; and the 
development and administration of faculty staff housing and a research park, special programs. 
and other activities. 

The following discussion and analysis provides an overview of the financial position and 
activities of the Cal Poly Pomona Foundation (the Foundation) for the years ended June 30, 
2013 and 2012. The discussion has been prepared by management and should be read in 
conjunction with the financial statements and notes thereto, which follow this section. 

Introduction to the Financial Statements 

This annual report consists of a series of financial statements prepared in accordance with the 
Governmental Accounting Standards Board (GASB) principles. One of the most important 
questions asked about the Foundation's fmances is whether the Foundation is better or worse off 
as a result of these year's activities. The keys to understanding this question are the Statement of 
Net Position, Statement of Revenues, Expenses and Changes in Net Position and the Statement 
of Cash Flows. 

The Foundations net position (the difference between assets plus deferred outflows of resources 
and liabilities plus deferred inflows of resources), which is reported in the Statement of Net 
Position, is one indicator of the Foundation's financial health. Overtime, increases or decreases 
in net position are one indicator of the improvement or erosion of the Foundation's financial 
condition when considered in combination with other non-financial inibrmation. 

-I- 



CAL POLY POMONA FOUNDATION, INC. 

MANAGEMENT DISCUSSION AND ANALYSIS (MD&A) 
For the years ended June 30, 2013 and 2012 

The Statement of Revenues, Expenses and Changes in Net Position presents revenues earned and 
expenses incurred during the year. Activities are reported as either operating or non-operating; 
with the above mentioned activities reported as operatthg revellues and expenses and gifts and 
investment results reported as non-operating revenues and expenses. This statement is prepared 
using the accrual basis of accounting, whereby revenues and receivables arc recognized when the 
service is provided and expenses and liabilities are recognized when incurred, regardless of when 
cash is exchanged. 

Another way to assess the financial health of the Foundation is to review the Statement of Cash 
Flows. Its primary purpose is to provide relevant information about the sources and uses of cash 
of an entity during a given period. The information provided in this statement should help 
financial report users assess the Foundation's ability to generate future net cash flows, its ability 
to meet its obligations as they come due, and its need for external financing. It also provides 
insight into the reasons for differences between operating income and associated cash receipts 
ajd payments; and the effects on Foundation's financial position of its cash and its noncash 
investing, capital, and related financing transactions during the year. 

These statements are supported by notes to the basic financial statements, required 
supplementary information, as appropriate, and this section. All sections must be considered 
together to obtain a complete understanding of the financial picture of thc Foundation. 

-Li- 



CAL POLY POMONA FOUNDATION, INC. 

MANAGEMENT DISCUSSION AND ANALYSIS Mfl&A) 
For the years ended June 30, 2013 and 2012 

Statement of Net Position 

The statement of net position presents the financial position of the Foundation at the end 
of the fiscal year and includes all assets, deferred outflows of resources, liabilities and deferred 
inflows of resources of the Foundation. The difference between total assets plus deferred 
outflows of resources and total liabilities plus deferred inflows of resources--net position - is 
one indicator of the current financial condition of the Foundation, while the change in net 
position is an indicator of whether the overall financial condition has improved or worsened 
during the year. Assets and liabilities are generally measured using current values. One notable 
exception is capital assets, which are stated at historical costs less an allowance for depreciation. 
For the purpose of distinguishing between current and noncurrent assets and liabilities, current 
assets and liabilities are those that can be reasonably expected to either generate or use cash, as 
part of noimal business operations, within one year of the financial statement date. A summary 
of the Foundation's assets, liabilities, and net position is as follows: 

(hitFwaisands) (frnthousmtjs) 
2013 2012 

S 53900 $ 40,900 

1,200 1 000 
5,100 6,700 

68,000 54600 
700 7,800 

56000 57,700 

131,000 27,800 

84900 68700 

10.200 9,400 
30700 31900 

40,900 41.300 

27,000 27.900 

69,300 51,104) 
35,600 38,300 
12,100 10,100 

$ 144,000 S 127,400 

Msets: 
Cunent assets 
Noncuncnt assets: 

Rsldcted cash and cash equivnlents 
PJvs receivable, net 
EMoment investments 
Other ng-term iwsunenIs 
Capital assets, net 

Total 'oncurrent ossets 

Total assets 

UabillSs: 
Current IiahiIies 
Noncuaeni Uabfles 

Total bllkks 

Net position: 
In'tsS hi capital assets, net ofrelated debt 
Restricted: 

Nor.xpendab1c 
Expendable 

LTnrestrkted 

Total net posion 
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CAL POLY POMONA FOUNDATION, INC. 

MANAGEMENT DISCUSSION AND ANALYSIS (MD&A) 
For the years ended June 30, 2013 and 2012 

Total assets are $185 and $169 million for fiscal years 2013 and 2012 respectively. The 
increase between 2013 and 2012 of 9.5% is mainly attributable to investment earnings and 
endowment donations. The 2012 year reported an increase over the previous year of 
approximately 50% is attributable to the dissolution, wind-up and transfer of net assets of $54.8 
from the Cal Poly Pomona University Educational Irust (VET). 

Total Assets and Liabilities 

200,000,000 

150,000,000 

100,000,000 

50,000,000 

Total liabilities are $40.9 million and $41.3 for the fiscal years 2013 and 2012 respectively. 
There was no significant change in liabilities between 201 3 and 2012 though the decrease in 
2012 over the prior year was mainly due to the adjustment of $10.3 million to other 
postemployment benefits obligations (OPEB) as a result of converting from Financial 
Accounting Standards Board (FASB) to GASB reporting. 

The Foundation participates in the Auxiliaries Multiple Employer VEBA (Voluntary Employees' 
Beneliciary Association), a separate 501 (c)(9) organization to assist in funding postemployrnent 
benefits for recognized auxiliaries of the California State University System. As of July 1, 2011 
(the most recent actuarial report) the actuarial accrued liability for benefits was $10,536.352 and 
the unfunded actuarial accrued liability (UAAL) was $9,496,173 and the pian's market value of 
assets was $1,040,179 or 9.9% funded. The covered payroll (annual payroll of active employees 
covered by the plan) was S8,093,038, and the ratio of the UAAL to the covered payroll was 
117.3%. The Foundation's current plan is to fund the OPEB obligation up to the retirees' and 
surviving spouse actuarial obligation. 

-iv- 



CAL POLl POMONA FOUNDATION, INC. 

MANAGEMENT DISCUSSION AND ANALYSIS (MD&A) 
For the years ended Jtrne 30, 2013 and 2012 

The Foundation participates in a cost sharing multiple-employer defined benefit plan through the 
California Public Employees' Retirement System (Ca1PERS) which covers substantially all 
regular full-time employees of the Foundation. CaIPERS acts as a common investment and 
administrative agent for participating public entities with the state of Calitbrnia and reports 
information to the Foundation in accordance with reporting standards established by the 
Governmental Accounting Standards Board (GASB). The plan provides retirement and 
disability benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries. Benefit provisions are established by State statutes, as legislatively amended, 
within the Public Employees' Retirement Law. Call'ERS issues a separate comprehensive 
annual financial report that includes required supplementary infoimation.  Copies of the 
Ca1PERS annuaL financial report may be obtained from the CaIPERS Executive Office, 400 P 
Street, Sacramento, CA 95814. 

The Foundation's policy is to fund pension costs as incurred and contributed $742,507 and 
$762,234 in fiscal years 2013 and 2012 respectively. As of June 30, 2011 (the most recent 
actuarial report) the entry age normal accrued liability is $35,336,788 and the plan's market 
value of assets of $31,397,951 or 88.9% funded. The contribution rate for the fiscal year 2012-13 
was 9.44% and 2011-12 was 942%. The contribution rate is 10.052% for fiscal year 2013-14 
and is projected to be 10.8% for fiscal year 2014-15, which includes agencies that have elected 
the 2% at 55 risk pool plan. During fiscal year 2010-Il, the Foundation approved and elected a 
change in benefits formula from 2% at 55 to 2% at 60 years of age for newly hired employees 
after July 1, 2011 and accordingly the contribution rate for those employees was 7.85% for fiscal 
year 2012-13 and 7.73% for fiscal year 2011-12. During fiscal year 2012-13, the Foundation 
approved and elected a change in benefits formula to 2% at 62 years of age tbr newly hired 
employees alter December 31, 2012 and accordingly the contribution rate for those employees 
was 6.25% for 2012-13. 



CAL POLY POMONA FOUNDATION, INC. 

MANAGEMENT DISCUSSION AND ANALYSIS (MD&A) 
For the years ended June 30, 2013 and 2012 

Endowment Donations and Investments 

Endowment Donations 

10,000,000 

8,000,000 

6,000,000 

4,000,000 

L 00TE 
2009 2010 2011 2012 2013 

During fiscal year 2012-13, endowment portfolio increased by S13.7 million, or 24.5%, from 
$54.6 million at June 30, 2012 to $68.0 million at June 30, 2013, mainly due to contihutions of 
$8.9 million and total return on investments of $6.7 million or 10.95% (net of lees), less 
endowment earnings distributions of $1.9 million. Total return on investments (net of fees). 
consists of a change in the fair market value of endowment investments, including interest, 
dividends, and realized and unrealized gains and losses. The Foundation's endowment 
investment policy is designed to obtain the highest return available while investments meet the 
criteria established for safety' (preservation of capital), return and liquidity. 
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CAL POLY POMONA FOUNDATION, INC. 

MANAGEMENT DISCUSSION AND ANALYSIS (MD&A) 
For the years ended June 30, 2013 and 2012 

Endowment Investments 

Permanent endowments are funds received from donors with the stipulation that the principal 
remains intact and invested in perpetuity to produce income that will be distributed and 
expended for purposes specified by the donor. 

General investments consist of expendable finds that have been invested in thc Foundation's 
gencral investment portlblio. The Foundation's genera! investment policy is designed to obtain 
the highest yield available, while investments meet the criteria established for safety 
(preservation of capital), liquidity and yield. During fiscal year 2012-I 3, general investments 
increased by $5.8 million, or 18.5%, mainly clue to contributions and returns on investments of 
$1.0 million or 3.70% (net of fees). Investment returns, net of fees, consists of a change in the 
fair market value of general investments, including interest, dividends, and realized and 
unrealized gains and losses. 
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CAL POLY POMONA FOUNDATION, INC. 

MANACUEMENT DISCUSSION AND ANALYSIS (MD&A) 
FQr the years ended June 30, 2013 and 2012 

General Investments 

40,000,000 

35,000,000 

30,000,000 

25,000,000 

20,000,000 

15,000,000 

10,000,000 

5,000,000 

 

2009 2010 2011 2012 2013 

Net Position 

Net position represents the residual interest in the Foundation's assets after liabilities arc 
deducted. The Foundation's net position is as follows: 

Invested in capital assets, net of related debt 
Restricted: 

Nonexpetidable - cndownnts 
Expendable 

Unrestricted 

Net positn 

(in thousands) 
2013 

$ 27,000 

69,300 
35,600 
12,100 

$ 144,000 

(in thousands) 
2012 

$ 27,900 

51,100 
38,300 
10,100 

$ 127,400 
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CAL POLY POMONA FOUNDATION, INC. 

MANAGEMENT DISCUSSION ANI) ANALYSIS (MD&A) 
For the years ended June 30, 2013 and 2012 

Net position increased 1 3 % or $ 16.6 million primarily due to endowment donations and 
investment earnings. Ihe increase in net position of $69.4 million in fiscal year 2011-12 is 
primarily due to the wind up, dissolution and transfer of University Educational Trust net 
assets. Restricted nonexpendable net position includes the permanent endowment funds and 
restricted expendable net position includes activities and program ftinds designated to support 
scholarships and fellowships, research, and other program activities. Unrestricted net position 
includes the enterprise or entrepreneurial activities of the Foundation. 

Net Position 

-ix- 



(in thousands) 
2013 

$ 67,000 
14,700 

1,400 
6,500 
8,600 

100 

98,300 

(in thousaths) 
2012 

$ 67,000 
12,500 
2,900 
6,200 
8,500 

100 

97,200 

(42,300) (39,500) 

56,000 57,700 

(28,900) (29,800) 

$ 27,100 $ 27,900 

CAL I'OLY POMONA FOUNDATION, INC. 

MANAGEMENT DISCIJSSION AM) ANALYSIS (MD&A) 
For the years ended June 30, 2013 and 2012 

Capital Assets, Capitalized Lease Obligations and Net Investment 

The Foundation's investment in capital assets, net of related debt decreased $950 thousand or 
3.4% for fiscal year 2012-13. Depreciation and amortization charges for the years ended June 30, 
2013 and 2012 totaled $3.8 and $3.7 million rcspcctivcly. A summary of capital assets, net of 
accumulated depreciation and capitalized lease obligations is as follows: 

Building and inprovenents 
Equipnnt, furniture and fixtures 
Construction work in progress 
thnd 
lnl±astructLwe 
Orchards 

Less: accumulated depreciation 
and aimrtization 

Less: capitali d lease obligations 

Invested in capital assets 

Net position invested in capital assets, net of related debt, represent the Foundation's capital 
assets, net of accumulated depreciation and outstanding principal balances of debt attributable 
to the acquisition, construction or improvement of these assets. Capitalized lease obligations 
consist of system revenue bonds of $28.9 million. The majority of this obligation $25.8 
million was incurred in 2003-04 fiscal year with respect to the construction of the University 
Village Phase Ill student housing complex; the balance of this obligation $3.1 million was 
incurred for the construction of a continuing education complex and a portion of those bonds 
were advance refunded and defeased in 2006-07 fiscal year. 



(in tlrnands) 
2013 

S 6,800 
39200 
12,200 
2,900 

61,100 
62,800 

(in thousands) 
2012 

8,600 
38,200 
13,400 
2,800 

63,000 
62,300 

(1,700) 700 

15,600 8,600 
1,300 100 
6,700 300 

(1,600) (1,400) 
(3,700) (4,000) 
18,300 3,600 

- 54,800 

16,600 59,100 

CAL POLY POMONA FOUNDATION, INC. 

MANAGEMENT DISCUSSION AND ANALYSIS (MD&A) 
For the years ended June 30, 2013 and 2012 

Statement of Revenues, Expenses and Changes in Net Position 

The statement of revenues, expenses, and changes in net position presents the Foundation's 
results of operations. A summary of the Foundation's revenues, expenses. and changes in net 
position is as follows: 

Operating revenues: 
F4tratonaI activities 
Enterprise actMties 
Gmtils and contracts 
Real estate activities 

Total operating ttwnues 
Operating expe es 

Operating iwome 

Nomperating revenues (expenses): 
Gifis, noncapital 
Investment income, net 
Fudownient income, net 
Interest expenses 
TrarIr to the tiniwrsity 

Total nonopemting revenncs, net 

Special item: 
Itansfër of net assets of University Edtrational Trust 

Increase in net posilinn 

Net position: 
Net position at beginning of year 
Restateinenis 
Net position at end ofyear 

127,400 58,000 
- 10,300 

$ 144,000 $ 27,400 

During fiscal year 2013, total operating income decreased $2.4 million due to educational 
activities and non-operating revenues, net increased $14.7 million due to gifts and investment 
income. 
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CAL POLY POMOINA FOUNDATION, INC. 

MANAGEMENT DISCUSSION AND ANALYSIS (MD&A) 
For the years ended June 30, 2013 and 2012 

The operating inconic is affected by two factors. First, although gift revenues are treated as 
non-operating revenues, corresponding gift expenditures (i.e., student grants and scholarships) 
arc treated as operating expenditures. Second, restricted net position reports the activities of 
the grants, contracts and Foundation programs where the use of funds is restricted for specific 
purposes. Since Foundation program activities are allowed to use balances from prior years, 
expenditures in the current year may be more or less than revenues recorded during the same 
year. 

Operating Revenues 
Grants ancicontracts 

Educational 

11% 

Real estate 
activities 

5% 
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Continuing 
Education 

10% 

Il ogg West Hotel 
& Conference 

Center 
4% Dining Services 

39% 

CAL POLY POMONA FOUNDATION, INC. 

MANAGEMENT DISCUSSION AND ANALYSIS (MD&A) 
For the years ended June 30, 2013 and 2012 

Auxiliary emerprise operating revenues consist of the following programs: 

Student Housing 
 Enterprise Revenues 

Services Bookstore 

21% 26% 

Ependi t u res, 
23,400,000 

Depreciation arid 

amortiz 
3,800. 

In August 2000 the Foundation entered into a twenty-five year master operating agreement and 
various supplemental operating agreements with the Trustees of the Calilbmia State University 
on behalf of the California State Polytechnic University Pomona (University) which allows the 
Foundation to operate various activities including the above enterprise activities. All the 
activities of the Foundation support the students, faculty and staff and provide convenient and 
appropriate goods and services at reasonable prices for the development of additional resources 
for the University. 

Operating Expenses 

)IgOOdS 
,00o,00o 

les and 
fringe benefits, 

21,600,000 
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CAL POLY POMONA FOUNDATION, INC. 

MANAGEMENT DISCUSSION AND ANALYSIS (MD&A) 
For the years ended June 30, 2013 and 2012 

In 2013, operating expenses consist of cost of goods sold of $14 million, salaries and fringe 
benefits of $21.6 million, expenditures of $23.4 million, and depreciation and amortization of 
$3.8 million. 

In addition to their natural classifications, it is also informative to review operating expenses by 
function. A summary of the Foundations expenses by functional classification for the fiscal 
years ended is as follows: 

Operating: 
Ins tniction 
Research 
Public service 
Academic support 
Student services 
Institutional support 
Operation and imintenance of plant 
Student grants and scholarships 
Auxiliary enterprise expenses 
Depreciation and amortization 

Total operating expcnses 

(in thotEands) 
2013 

$ 9,100 
4,800 

400 
4,200 

750 
2,350 

225 
1,200 

36,000 
3,775 

$ 62,800 

(in thousands) 
2012 

$ 10,000 
4.800 

350 
4,400 

650 
2,300 

50 
1,100 

34,950 
3,700 

$ 62,300 

During fiscaL year 2013, total operating expenses increased $500 thousands mainly due to 
Auxiliary enterprise expenses. 
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CAL POLY POMONA FOIJNDATION, INC. 

MANAGEMENT DISCUSSION AND ANALYSIS (MD&A) 
For the years ended June 30, 2013 and 2012 

During 2013, grants and contracts revenues consist of federal grants and contracts of $7.8 
million, state and local grants arid contracts of $2.0 million, and non-governmental grants and 
contracts of S2.3 million. 

Federal grants and contracts revenue represents 64% of the sponsored program activity and 
includes support from a variety of agencies including: 

Federal Grant and Contract Revenue 
United States 

Department of 
AgricuItur 7°. 

Other Agencies 6% 

National Institute of 
Health 21% 

United States 
Department of 
Education 43% 

National Science 
Foundation 23% 
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CAL POLY POMONA FOUNDATION, INC. 

MANAGEMENT DISCUSSION AND ANALYSIS (MD&A) 
For the years ended June 30, 2013 and 2012 

For the past Ibur years, the eflctive rate of facilities and administration costs collected from 
grant and contract accounts has increased due to improved negotiations with outside agencies. 

Effective Rate of Indirect Cost Recovery 

12.50% 

12.00% 

11.50% 

11.00% 

10.50% 

10.00% 

9.50% 

9.00% 
2010 2011 2012 2013 
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CAL POLY POMONA FOUNDATION, INC. 

MANAGEMENT DISCUSSION AND ANALYSIS (MD&A) 
For the years ended June 30, 2013 and 2012 

Statement of Cash Flows 

The statement of cash flows provides additional infonnation on the Foundation's financial 
results by reporting the major sources and uses of cash. A summary of the statement of cash 
flows is as follows: 

Cash received from operations 
Cash expended from operations 

Net cash provided by operating activities 
Net cash provided by non-capital fiiancg 

activities (gifts and grants) 
Net cash used in capital and related 

financing activities 
Net cash used in investing activities 

(in thousands) (in thousands) 
2013 2012 

$ 61,300 $ 68,100 
(57,700) (59,300) 

3600 8800 

16,400 6.100 

(6,300) (10,000) 
(14,600) (3,300) 

Net change in cash and cash equivalents (900) 1,600 

Cash and cash equivalents at beginning ofyear 5.900 4,300 

Cash and cash equiva!ents at end of year $ 5,000 $ 5,900 

During fiscal year 2013, the cash position at end of year decreased $900,000, or 14%, due to 
investing activities and noneapital financing activities. 
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CAL POLY POMONA FOUNDATION, INC. 

MANAGEMENT DISCUSSION AND ANALYSIS (MD&A) 
For the years ended June 30, 2013 and 2012 

Factors Impactine Future Periods 

The Foundation's 20 13-14 proposed budgeted projections include the following Board 
approved assumptions: 

Allow for a 5% increase in the meal plans with the same number of residents on the 
meal plans; 
Allow for a 5% increase in license fee rates at University Village and assume 
academic year and summer occupancy of 95% and 30% respectively; 
Contribute 10.052% to the CALPERS 2% at 55 years of age retirement Risk Pool 
for employees hired on or before June 26, 2011 (these employees will contribute 
5%) and 8.049% to the CALPERSI 2% at 60 retirement Risk Pool for employees 
hired between June 27, 2011 and December 31, 2012, (these employees will 
contribute 7%), and 625% to CALPERS at 62 retirement Risk Pool for employees 
hired on or after January 1, 2013 (these employees will share halt' the total cost and 
will contribute 6.25%) for a total of approximately $790000; 
No change to salary grades and a 3% or approximately $143,000 wage adjustment; 
and; 
Contribute $1.0 million to the VEBA Trust and assume 9% as the benefit cost for 
the postretirement health care plan per a tuarial studies. 

The 2013-14 proposed surplus generates a debt service coverage of 3.92. The proposed 
surplus meets (exceeds) the CLSU requirements for additional bond issuance of 1.25 and the 
Foundation currently does not have any proposed capital projects that require additional bond 
financing. 
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CAL POLY POMONA FOUNDATION, INC. 

Statement of Net Position 

June 30, 2013 arid 2012 

Assets: 2013 

Current assets: 
Cash and cash equivalents $ 5,702,16! 
Short-term investments 36,240,855 
Accounts receivable, net 5,089,407 
Accounts receivable from the University 843,837 
Inventories 1,844,311 
Assets held for sale 712,500 
Pledges receivable, net 3241,916 
Prepaid expenses 208398 

Total current assets 53.883,785 

2012 

6,614,253 
23,346,172 

4,9 I 8,509 
733,410 

1,978,683 
691,217 

2,464,843 
154,744 

40,901,831 

Noncurrent assets: 
Restricted cash and cash equivalents 
Pledges receivable, net 
Endowment investments 
Other long-term investments 
Capital assets, net 

Total noncurrent assets 

Total assets 

Liabilities: 

C.tmrrenl liabilities: 
Cash in bank overdraft 
Accounts payable 
Accounts payable to the University 
Accrued salaries and benefits payable 
Accrued compensated absences— currcnt portion 
Unearned revenue 
Capitalized lease obligations - current porlion 
Other liabilities 

Total current liabilities 

Noncurrent liabilities: 
Accrued compensated absences, net of current portion 
Capitalized lease obligations, net of current portion 
Other postemployinenl benefits obligation 
Unitrust liability 

total noncurrent liabilities 

Total liabililies 

1,247,301 
5,123,161 

68,024,560 
707,955 

55,981,138 

131,084,115 

184,967,900 

658,570 
1,773,980 

850,473 
544,147 
435,491 

1,209.234 
786,518 

4,008,562 

10,266,975 

265,532 
28,161,131 

1,230,456 
1,001,426 

30,658,545 

40,925,520 

952, 85 S 
6,709,771 

54,618,000 
7,822,562 

57,738,880 

127,842,071 

168,743,902 

710,316 
1,477,090 

767,058 
636,126 
445,646 

1,11)1,951 
755,568 

3,509,947 

9,403,702 

227,911 
28,999.414 

1,847,759 
874.354 

31,949,438 

41,353,140 

Net Position: 
Invested in capital assets, net ofrelated debt 27,033,489 27,933,898 
Restricted for: 

Nonexpendable - endowments 69,271861 51,102,413 
Expendable; 

Scholarships and fellnwships 3238,679 7,463673 
Capital projects 5,805,577 1,742,964 
Other 26,572366 29,047,607 

Unrestricted 12,120,408 10,050,207 

Total net position 44,042,380 127,390,762 

See the accompanying notes to the Financial statements. 
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10,866,817 
29,818,252 
12,126,283 
6,215,564 
3,780,173 

62,807,089 

(1,648,867) 

IS .6 19,093 
1 299,406 
6,688,965 

(1,644,187) 
(3,662,792) 

18,300,485 

16,651,618 

10,331,639 
28,850156 
13,395,539 
6,098,776 
3 .669,045 

62,345,155 

719,280 

8,607,410 
105,958 
263,195 

(1,421,919) 
(3,930,372) 

3,623,772 

4,343052 

- 54,801,078 

16,651,618 59,144,130 

27,390,762 57,995,032 
- 0,251,600 

127,390,762 68,246,632 

$ 144,042,380 $ 127,390,762 

(:AL POLY POMONA FOUNDATION, INC. 

Statement ofRevenues, Expenses, and Changes in Net Position 

For the Years Ended June 30, 2013 and 2012 

Revenues: 

Operating revenues: 
Educational aclivities 
Enterpdse activities 
Grains and contracts 
Real estate activities 

Iota! operating revenues 

Expenses: 

Operating expenses: 
Educational activities 
Enterprise activities 
Grants and contracts 
Real estate activities 
Depreciation and amortization 

Iota! operating expenses 

Operating income (toss) 

Nonoperating revenues (expenses): 
Gifts, noncapital 
Investment income, net 
Endoiuent inconle, net 
Interest expenses 
Transfer to the University 

Net nonoperating revenues (expenses) 

Income before special item 

Special item: 
Transfer ofnet assets oflJniversity Educational Trust 

Increase in net position 
Net position: 

Net position at beginning ofyear, as previously reported 
Restatement 

Net position at beginning ofyear, as restated 

Net position at end ofycar 

2013 2012 

$ 6,830,129 $ 8645,835 
39,259,283 3g238,333 
12,174,130 13,395,539 
2,894,680 2,784,728 

61158,222 63,064,435 

See the accompanying notes to the financial statements. 
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CAL POLY POMONA FOUNDATION 
SLuLemnls QfCh Flows 

Forte Years Ended June 30, 2013 aM 2012 

2I]I4 2012 
CASH FWW FROM OPERA'HNG 4C'fl%ITIES: 

Federal grants &d cnntncts 
State and )eI grants - conaets 
No' ve.'iriierital  aills arid cO,il racEs 
Payments  sLçpliers 
Prryriients to ttpbyees 
Payments to students 
Sas and servbes ote4Lwatlemal ac1tKs 
Saks a,,d cerices nfam'1jy erierpiises 
Othx reals 

'Eel eusi, provkiJ by opemtmg ucOvitrs 

CASH FLOWS FROM NONCAFITAL HIcANCING ACIIVITffS: 
Gifis and wants received thu other EMs califtal purposes 

Net cash prodcd by norapial ffi fr ac tes 

CASIIFW,3 FROM CArIIALAND RELATED HNANCINGACIIVITIFS: 
A Uk I n,e flies pü aSSe s 

Tramr of assets to U'*crsity 
Pniripnlrmsi on capital debt and tose 
Inierest pa on capfta]debt and lease 

Nd cash tcd by cpftai and rc]ated finmicñig acIiwes 

CASH FLOS%S FROM INVESTING AcrI%ITIFS 
Proot&ls IhimNiles awl sn'hthes offtiwstsrrt 
Ptrclses ofuwesmten 
Contithutun to  teilSimid berie ob]fln 
Investiafl IncGn 

Net cash ascd by ñwcsthg acdves 

Net irease/(dccrease) ñ cash ani cash equivakrts 

Cash ami cashequMleits atbagimthigofycar 

Cash and cash equivale 'its at end of yea 

Reconciliation ofoperating loss to net cash provided by orerating acib ties; 
Opt mling kiss 
Adjustornts to recotrile oerathig ss to t cash(asedyprnvied by o Ii'igacIivts 

lJep'ec.ilio ri 
loss on dposal ofassets 
['ceess ofOl'EB d''rLd otr pay as you 80 eapeme 
Change iji assets and hnbiIt 

Accounis receivable 
Invenlo s 
Assets he Ii sa 
Prepsii and other assets 
Accoirts poyab]e - ano,'ils payahhe to the Ir,i i 
Accrtcd sabrrs and beirfics 
Acer'S coraliensated abettes 
Unanxd revenue 
Other kiEinI,lts 

Net cash provided by operatmg act'4ies 

Brcakdo, o1cndi cash babirc: 
Cash ark] cash eqona '15 

Cash fti bth oyerdmft 

8213,002 $ 573,5 I 0 
2,022,425 3.477,578 
2A32.618 2.267890 

(42248,303) (44664,930) 

(11,903,249) (1,466,656) 
(3j34,OIS) (II07,l29 

l0562,048 2,028454 
3593,47 I 39,054206 
2163046 2,7]5,262 
3,601,044 8,828,185 

16,428,942 , 1 21,602 
16,428,942 6,121,602 

(2.567,637) (3,764,679) 
(I ,276,M)3) (3,930,72j 

(756,01 S1 (915.762) 
1,648,887) (1,429.U9) 

(6,249,145) (10,041,122) 

46,941,730 8,130,252 
163,4-3S235) (I l,1i8$09p 
(1,000,000) 1,000,000) 
2,872,3'S 675.965 

114,541,187) (3,352,592) 

(860,346) 1,556,073 

5,903,937 4,347,864 

5,94 359 I 5,903,937 

(1,648,867) 719,280 

3,780,173 3224,782 
545206 
416,616 474,422 

(368,E77) 4,946692 
134,372 (398,701) 
(21,283) 1,100,763 
(54.054) 882,575 
38fl05 (2,027,642) 

(91,979) (81,863) 
77,4M (IU,2S) 

07,283 (106,292) 
104,447 

3601,044 S 8,28 ? ]85 

5.702,161 S 6,614,253 
(658,570) (710316) 

5.04359! 5,903937 

See the accompanying notes to (lie financial statements. 
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CAL POLY POMONA FOUNDATION, INC. 

Notes to Financial Statements 
June 30, 2013 and 2012 

Note (1) Organization 

Cal Poly Pomona Foundation, inc. (the Foundation) was organized as a nonprofit corporation and 
auxiliary organization of California State Polytechnic University, Pomona (the University) in 1966. 
The Foundation assists the University in several ways, including the development and 
administration of research and educational grants and coniracis; conducting enterprise activities 
including, dining service, bookstores, conference center lodge, apartment style housing, continuing 
education and agricultural aid to insfruction; the accumulation and management of Foundation 
program and student scholarship funds on behalf of the University; and the development arid 
administration of faculty staff housing and a research park, special programs, and other activities. 

Note (2) Summary of Significant Accounting Policies 

(a)  Basis of Presentation 

The Foundation records revenue in part from assisting the University in various activities as 
described in Note I above and; accordingly, has chosen to present its basic financial statements 
using the reporting model for speeial-pmpose governments engaged only in business-type 
activities.  Ibis model allows all financial information for the Foundation to he reported in a 
single column in each of the basic financial statements. The effect of any internal activity 
between funds or groups of funds has been eliminated from these basic financial statements. 

(b  Basis ofAccounting 

Ihe accompanying basic financial statements have been prepared using the economic resources 
measurement focus mid the accmal 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 relaled cash flows. Grants and 
similar items are recognized as revenue as soon as all eligibility requirements have been met. 

(cS)  Classification of Current and Noncurrent Assets and Liabilities 

The Foundation considers assets to be current that can reasonably be expected, as part of its 
normal business operations, to he converted to cash and be available thr liquidation of current 
liabilities within 12 months of die statement of net assets date. Liabilities that reasonably can be 
expected, as part of normal Foundation business operations, to be liquidated within 12 months of 
the statement of net assets date are considered to be current. All other assets and liabilities are 
considered to he noncurrent. 

(d)  Federal Grants and Contracts 

The Foundation serves as administrator for various grants and contracts awarded by governmental 
and private institutions, Amounts administered by the Foundation are recorded as revenue and 
expense in the accompanying basic financial statements. 
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CAL POI4Y POMONA FOUNDATION, 1C. 

Notes to Fthancial Statements 
June 30, 2013 and 2012 

Note (2) Summary of Significant Accounting Policies (continued) 

(4  Cash and Casi, Eqidvulents 

The Foundation considers all highly liquid investments with all origillal maturity date of three 
months or less to be cash equivalents. 

W Accounts Receivables 

Accounts receivahle include receivables due from federal, state and local governments for 
contract and grant reimbursements.  Accounts receivables also include reivab1es from 
enterprise sales and services and for real estate rents and leases. 

(g)  Inventories 

Inventories are presented at the lower of cost or market on an average basis and are expensed 
when used. Inventory consists of texthooks held for resale in the bookstore and ancillary 
instructional, apparel and other supplies held for educational purposes. 

(h)  P1edgc Reeeivable 

Pledges receivable expected to be received beyond one year are recorded at the net present value 
of anticipated future cash flows, The discount rates used during the years ended June 30, 2013 
and 20! 2 were 0.95% and 1.07% respectively. 

(v9  Investments and Endowment Investments 

Investments are reflected at fair value using quoted market prices. Gains and losses are included 
in the statement of revenues, expenses, and changes in net position as investment income (loss), 
net. 

The Foundation's general investment policy authorizes the investment of excess funds in a 
range of investments to seek an average total annual return of 2,0% plus the percentage change in 
the  eater Higher Education Index (HEPI). 1 he Foundation's endowment investlllent policy 
authorizes the investment of endowment funds in a range of investments to seek an average total 
annual return 015.0% pIUS the peitentage change in the greater Los Angeles area consumer price 
index. 

These investment securities are exposed to various risks, such as interest rate, market, and credit 
risks. Due to the level of risk associated with certain investment securities, it is at least reasonably 
possible that changes in the values of investment securities may occur in the near term and that 
such change could materially affect the financial statements. 

Marketable equity and debt securities and other slrnrt-terni and long-term investments are carried 
at fair value. Fair value is the amount at which a financial instrument could be exchanged ill a 
current transaction between willing panics, and is determined from published data provided by 
tile exchanges, computerized pricing sources, the National Association of Securities Dealers 
National Market System, securities custodians and other authoritative sources. 
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CAL POLY POMONA FOUNDATTON, INC. 

Notes to Financial Statements 
June 30, 2013 and 2012 

Note (2) Summary of Significant Accottntin Policies (continued) 

CO  Cap italAssets 

Capital assets are stated at cost or estimated historical cost if purchased or if donated, at estimated 
fair value at date of donation. Capital assets with a value of less than $5,000 are not capitalized. 
Title to all assets, whether purchased, consucted, or donated, is held by the Foundation or 
transfened to the University. Depreciation is determined using the straight-line method over the 
estimated lives of the assets ranging from 3 to 40 years. Leasehold improvements are amortized 
using the straight-line method over the shorter of their estimated usetlil lives or the term of the 
lease. The costs of normal maintenance and repairs that do not add to the value of the asset or 
materially extend its life are not capitalized. 

(Ac)  Accounts Payable 

Accounts payable consists of amounts due to vendors for goods and services received prior to 
June 30. 

(1.)  Compensatee! Absences 

Foundation employees accrue annual leave at rates based on length of service and job 
classification. 

(in.)  Unearned Revenue 

Unearned revenue consists primarily of unearned revenue related to federal vants and contracts, 
enterprise activities and continuing education. 

(n.)  Other Liabilities 

Other liabilities include funds held in custody of others and receipts in excess of expenditures for 
sponsored program activities. 

(o)  Capitalized Lease Obligations 

Capitalized lease obligations include the original issue discount or premium from the 
corresponding debt. 

p)  Un i/i ust Liability 

The Foundation administers irrevocable charitable remainder trusts and gift annuities that provide 
for the payment of lifetime distributions to the trustors or other designated beneficiaries. Upon 
the demise of the lifetime beneficiary, the trusts and gift annuities provide for the distribution of 
assets to the Foundation for the benefit of campus organizations. Remainder trust and gift 
annuity funds designated to the campus organizations are recorded as donations in the 
accompanying financial statements in the years received. The fair value of the trusts' assets has 
been included in the accompanying statement of net position and a corresponding liability has 
been recorded to reflect the present value of required lifetime payments to the named 
beneficiaries. 
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CAL I'OLY POMONA FOUNDATION, INC. 

Notes to rinancial Statements 
Junc 30, 2013 and 2012 

Note (2) .Su'nmary of Significant Accounting Policies (continued) 

4,) Net Poyithrn 

The Foundation's net position is classified into the following categories: 

Invested in capital assets, net of related debt: Capita! assets, net of accumulated depreciation, 
amortization, and outstanding principal balances of debt attributable to the acquisition, 
construction, or improvement of those assels. 

Restricted - nonexpendable: Amounts subject to externally imposed conditions that the 
Foundation retains in perpetuity. 

Restricted - expendable: Amounts subject to externally imposed conditions that can be fulfilled 
by the actions of the Foundalion or by the passage of time. When both restricted and unrestricted 
resources are available for use, it is the Foundation's policy to use unrestricted resources first, 
then restricted resources as they are needed. 

Unrestricted: All other categories of net position. In addition, unrestricted net position nmy be 
designated for use by management of the Foundation. 

fr)  Classification of Revenues and Eqenves 

The Foundation considers operating revenues and expenses in the statement of revenues, 
expenses and changes in net position to be those revenues and expenses thai result from exchange 
transactions or from other activities that are connected directly to the Foundation's primary 
thnotions. Exchange transactions include charges for senices rendered and the acquisition of 
goods and services. Certain other transactions are reported as non-operating revenues and 
expenses iii accordance with GASB Statement No. 33. These non-operating activities include the 
Foundation's net investment and endowment income, gifts. interesi expense and transfer of assets 
to the University. 
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CAL POLY POMONA FOUNDATION, INC. 

Notes to Financial Statements 
June 30, 2013 and 2012 

Note (2) Summary of Significant Accounting Policies (continued) 

(3)  Income Taxes 

The Foundation is organized under the nonprofit public benefit laws of California and is 
recoized as an exempt organization for both federal and California purposes under Section 
5Ol(e) (3) and 23701(d), respectively. 

The Foundation has evaluated its tax pusilions and the certainty as to whether those tax positions 
will be sustained in the event of an audit by taxing authorities at the federal and state levels. The 
primary tax positions evaluated are related to the Foundalion's continued qualification as a tax-
exempt organization and whether there is unrelated business income activities conducted that 
would be taxable. Management has determined that all income tax positions are more likely than 
not of being sustained upon potential audit or examination; therefore, no disclosures of uncertain 
income tax positions are required. 

The Foundation files infomrntional tax returns in the u s, federal jurisdictions and the state of 
California. With few exceptions, the statute of limitations for federal and California state 
purposes is generally three and four years, respectively. 

(/ Es/images 

The preparation of basic financial slatements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities, revenues, and expenses in 
the accompanying basic financial statements. Actual results could differ from those estimates. 
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CAL POLY POMONA FOUNDATION, INC. 

Notes to Financial Statements 
June 30, 2013 and 2012 

Note (3) Cash, Cash Equivalents and Investments 

The deposits and investments held arc as follows: 

Total deposits and investments 

2013 2012 

$ 5320,960 $3,004,399 
381,133 336,381 

5,702,093 3,340,780 

24,460 5,166,570 
1,247,369 4226,331 

75,955,563 60250,593 
26,122,59K 

1,300,089 8.590,600 
1.570.660 11.778.971 

106,220.739 90,013.065 

SI! 1.922.832 S93.353.849 

Deposits: 
Demand deposits 
Cash equivalents-Cash Reserve Trust Fund 

Investments: 
Local Agency Investment Fund 
Money Market Funds 
Equities 
Mutual Funds - Fixed Income Securities 
Federal Agencies 
U.S. Treasuries 

Reconciliation to statement of net assets 
Current: 

Cash and cash equivalents 
Investments 

Noncurrent: 
Cash equivalents 
Investments - Endowment 
Investments - Other long term 

$ 5,702,161 S 6,614,253 
36,240.855 23,346,172 

1,247.301 952,858 
68,024,560 54,618,000 

707355 L822i62 

SI 11.922.832 S93.353.845 

Custodial Credit Risk 

Custodial credit risk for deposits is the risk that in the event of a bank failure, the Foundation's 
deposits may not be returned.  The California Government Cede requires that a financial 
institution secure deposits made by state or local govenunenlal units by pledging securilies in an 
undivided collateral pool held hy a depositoty regulated under state law. The market value of the 
pledged securities in the collateral pool must equal at least 110% of the total amount deposited by 
the public agencies. 

The deposits of (Ftc Foundalion are maintained at financial institutions and are fully insured or 
collateralized up to $250,000 per financial instimtion. As of June 30, 2013, $3,833,250 of the 
Foundation's bank balance of $4,228,145 was exposed to credit risk as category three, uninsured 
and uncollateralized. 
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CAL POLY POMONA FOUNDATION, INC. 

Notes to Financial Statemeiits 
June 30, 2013 and 2012 

Note (3) Cash, Cash Equivalents and Investments (continued) 

CLts*odi1l Credit Risk (continued) 

The Foundation maintains investments with the State of California Local Agency Investment 
Fund (LAIF) which pools these funds with other governmental agencies and invests in various 
investment vehicles. These pooled funds approximate fair value, Regulatory oversight is 
provided by the StaLe Pooled Money Investment Board and the Local Investment Advisory 
Board. I AIF is not subject to categorization as prescribed by GASB Statement No. 3 as amended 
by (IASB Statement No. 40 to indicate the level of custodial credit risk assumed by the 
Foundation at year end. 

For investments, euslodial credit risk is the risk that, in the event of the failure of the 
eountcrparty, the Foundation will not be able to recover the value of' its invesiments that are in 
the possession of the counterparty. As of June 30, 2013 and 2012. all investments are in the 
name of the Foundation, and the Foundation is not exposed to custodial credit risk associated 
with its investments. 

Interest Rate Risk 

This is the risk of loss due to the fair value of an investment falling due to rising interes! raLes. 
As a neans of limiting its exposure to fair value losses from rising interest rates, short-term 
investments are limited to relatively liquid instruments such as certificates of deposit, savings 
accounts, Federally guaranteed notes and bills, money market mutual funds or investment in the 
State of Calitbrnia local Agency Investment Fund (LAIF). Interest rate risk is furiher mitigated 
by ensuring sufficient liquidi to meet cash flow needs and only then investing in longer-term 
securities. There is no interest rate risk for money market mutual funds as they are available on 
demand, 

As of .lune 30, 2013, the Foundation had the following deht investments subject to interest rate 
risk: 

2013 IrIvL tnLI]t Matwtb 

luvesinient Type Fair VaIt,e Less Than 1 1-5 More Thazi 5 

PIMCO I,w Duratn Fkd I.nirre S 20922,789 $ 5,021,469 11,925,990 S 3,975,330 
JI' Morgan Sfrategic ltwojm Oprmffimfts I,56I,969 922.554 3111,259 265,156 
lioubleLinc local Return 2,072,188 337.767 667.245 1,067,176 
Dnxly.th Cbbu]OppurLtmiLic FixcJ lncony .040,954 325,8(9 266,484 448,651 
Nneri SyiiIiny Credit Oppoiluzuky FwvJ 517,698 4,145 95619 417,834 
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CAL P012V POMONA FOUNDATION, INC. 

Notes to Financial Statcments 
June 30, 2013 and 2012 

Note (3) Cash, Cash Equivalents and investments (continued) 

As of June 30, 2012, the Foundation had the following debt investments subject to interest rate 
risk: 

InwsLnei Type 

Federal Hone Loan Bank 
Federal Hont Loan Monga Corpo'aS,i 
FederaINatnalMongage Asociathn 
US Treasuty Notes/Bonds 

Credit Risk 

2012 !nvestnnl K4aturfties (in Years) 

Fafr VaK Less Ibmi I I-S More Than 5 

$ 999,520 S S 999,520 $ 
2,815,381 2,640.095 I75,216 
4,775,699 1,702,607 2,165,271 907,82] 

11,778,971 9,630,439 1,703,89! 43964! 

This is the risk that an issuer or other eounterparty to a debt instrument will not fulfill its 
obligations. lius is measured by the assignment of ratings by nationally recognized statistical 
rating organizations. Specifically, the Foundation's investment policy requires that corporate 
debt must carry an investment grade rating by at least two of three rating agencies at the time of 
purchase. 

Following is a list of acceptable instruments to invest in as oliune 30, 2013 and 2012: 

Money Market Funds 

Certificate of Deposits 

US Government or Agency Obligations 

Common and Preferred Stocks 

Mortgage Backed Securities 

Corporate Debt 

Repurchase Agreements 

Mutual Funds (Debt or Equity) 

Common Funds (Debt, Equity and Real Estate) 

Reul Estate Investment Trusts 

Real Estate 

Ate rirnttve Investments 

Iledge Finds  

General Endowment 

Portfolio Portfolio 

x x 
x x 
x x 

x 
x x 
x x 
x x 
x x 
x 

x 
x 

x 
x 
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CAL FOLY POMONA FOUNDATION, INC. 

Notes to Financial Statements 
June 30, 2013 and 2012 

Note (3) Cash, Cash Fquivalent and Investments (continued) 

Concentration of Credit Risk 

The Foundation's general and endowment investment policies allow for no more than 5% of 
the asset class to he invested in any single equity or fixed income issuer, with the exception 
of US. Ireasury and Agency securities and exposure to any industry sector is generally 
limited to 20% of the asset class. This is the risk of loss attributed to the magnitude of an 
entity's investment in a single issuer.  In order to maximize the rate of return in the 
Foundation's investment portlblio while preserving capital, the Foundation's investment policies 
dictate a ninge and target weighted asset allocation as follows: 

Asset Class 

Common Fund Equities 

Domestic Equities 

International Equities 

Fixed Income 

Mutual Funds-Debt 

Cash Equivalents 

Real Estate 

Real Assets 

Alternative Investments 

Hedge Funds 

Target Asset Mix Table 

General Investments 

Range Target Weight 

10-65% 20% 

N/A N/A 

N/A N/A 

40-85% 60% 

40-85% 0% 

0-20% 5% 

0-10% 5% 

N/A N/A 

0-25% 10% 

N/A N/A  

Target Asset Mix Table 

Endowment Investments 

Range  Target Weit 

N/A N/A 

20-50% 35% 

15-35% 30% 

20-50% 30% 

N/A N/A 

0-20% O% 

0-10% 0% 

0-10% 5% 

N/A N/A 

0-20% 

As of June 30, 2013 the Foundation had the following investments subject to credit and 
concentration of credit risk: 

lnstsflnciit Type Rntftig (S&I'/Moodys) Fai Vak PitenLage 

PIMC() rn' Dmatn Fb<ed Iiicom 
JI' Morgan Strategic Inom OppwtuniI 
DubkLie Total RetLim 
Bmixlywine Global Oppoiwa* Fxed liieonr 

Nutezi SyziipI ny Credh Opponw Fund 

A)- $ 20.922,789 8009% 
BBB l.5 8,969 6.01% 

A 2.072,188 7.93% 

A 11)1(1,954 3.93% 
RB 517,698 L93% 
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CAL POLY POMONA FOUNDATION, INC. 

Notes to Financial Statements 
June 30, 2013 and 2012 

Note (3) Cash, Cash EquivHIeDts and Investments (continued) 

As of June 30, 2012 the Foundation had the following invcstrnenLs subject to credit and 
concentration of credit risk: 

Inwslinej't Ty Patftig (S&I'/Mood/s) Fak Vak Percentage 

Federal Hon U,anBnk AA+IAaa 
Federal I lnn I ian Mortgage Corporatnn AA+/Aaa 
Federal Nathial Mortgage AssociaSn AA*/Aaa 
US tcasuiyNot&Bonds AA+/Aaa 
Highrark LT.S. (,ovcrrmient Money Market Not RatediAia-mf 
LouulAgenvy Inv(aont Fund Note Rated 
Mrn8aii SIsiy isA Ciilif Tax Free Trust AA 

$ 999520 3.358% 
2,815,381 9.459% 
4,775,699 16.046% 

11778,971 39.577% 
3.273,473 10999% 
5.166,570 17.359% 

952,858 3202% 

Investment Earnings 
Net investment earnings were $7,988,371 and $369,153 for the year ended June 30, 2013 and 
2012, and is comprised of interest, dividends, realized gains and losses, and unrealized gains and 
losses due to changes in the lair value of invesiments held at year-end, net of investment fees. 

Note (4) Cash in Bank Overdraft 

The Foundation has two bank accounts, a payToll account and a general checking 
account. Transfers from Ihe genera! checking account cover the zero balance payroll 
account. The general checking account is used to process accounts payable checks, wires and 
Automatic Clearing Rouse (ACH) transactions. At June 30, 2013 and 2012, the balances of both 
accounts were overdrawn on the books and records of the Foundation due to outstanding checks 
that were issued but had not cleared the bank. 
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CAL POLY POMONA FOUNDATION. INC. 

Notes to Financial Statements 
June 30, 2013 and 2012 

Notc (5) Accounts and Pledges Receivable 

Receivables consisted of the following: 

Pledges receivable: 2013 2012 
Within one year $ 3,307,865 $ 2,525,033 
Withintwo to five years 5,293,049 6,984,167 
Ltss allowance for incollectible pledges (65,949) (60,190) 
Less discount to reflect pledges receivable at present value (169,888) (274,396) 

Pledges receivable, net 8,365,077 9,174,614 

Other aetMties: 
Real Estate 
Enterprise Aetivitles 
Grants and Contracts 
Educatbnal Aetiviths 

Less allowance thr uncollectible contributions 

Subtotal accounts receivable 

Due from UniveSy 

Total receivables, net 

Total accounts and pledges receivable 

Note (6) Endownients 

1,825,311 1.973,494 
854,349 998,898 

1.754,816 1.858,749 
811,924 235,395 

(156,993) (148,027) 

5,089,407 4,918,509 

843,837 733,410 

5,933,244 5,651,919 

$14,298,321 $14,826,533 

Endowments are administered in an investment pool using the dollar weighted daily average 
methodology. Contributions to an individual endowment increases the percentage of the 
endowment's dollar weighted daily average thus increasing the endowments share of investment 
returns for the month. It is the goal of the Foundation that the total return from endowment 
investments should be adequate to meet the following objectives: 

•  Preserve investment capital and its purchasing power; 
•  Generate sufficient resources lo meet spending needs (distributions); and 
•  Attain reasonable capital appreciation through prudent acceptance of risk to enhance the 

future purchasing power of the investment capital. 
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CAL POLY POMONA FOUNDATION, INC. 

Notes to Financial Statements 
June 30, 2013 and 2012 

Note (6) Endowments (continued) 

The Foundation follows the Uniform Prudent Management of Enstitutional Funds Act 
("UPMIIFA") adopted by the Board of Directors in November 2008. UPMIFA does not set 
specific expenditure limits; instead, a charity can spend the amount the charity deems prudent 
after consideHng the donor's intent that the endowment continue peimanently, the purpose of the 
fund, and relevant economic factors. The Foundation's administration of endowment fluids 
policy provides the guidance for the distribution of the net appreciation of restricted endowments. 
It is the Foundation's goal to distribute annually a minimum net return of 5% of endowment value 
as established on June 30th. Earnings for the fiscal year in excess of the Consumer Price Index 
(CPI) for the Los Angeles area, as reported iii July for the prior 12 months, and in excess of 5% 
endowment value, may also be distributed. Endowment earnings shall generally he available for 
distribution from those endowments invested for no less than three (3) consecutive months. 
Exceptions may he authorized per approval by the Executive Director or his/her designee and the 
Board of Directors. Endowment earning distribution will occur in the first quarter of each fiscal 
year based upon the percentage of the endowment value and or an amount as approved by the 
Board. At June 30, 2013 and 2012, the net amount of appreciation available for authorization and 
distribution is $3.4 million and $1.9 million respectively. 
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CAL PIThY POMONA FOUNDATION, INC. 

Notes to Financial Statements 

June 30, 2013 and 2012 

Note (7) Capital Assets 

The following provides a summary of changes in capital assets for the year ended June 30,2013: 

Babie Balne 
Jti  I 2012 Additions Retfremcnts Juit 30, 20!) 

CpitaI assets not behi depreciated; 

Land 
Coiistructbn ork in progjtss (CW!P) 

Total capital assets xt being depreciated 

Caphal assets being depreebted: 

BuiLdings and bulldkigt ftnprommerils 
Improvements, other thou buildings 
I nfrastmctwe 
Eq uipme ill 

Total capital assets beftig depreciated 

Total capitalassets 

Less acctpmuhted depreciation tbr: 
BuiLdings and building impruv mcnEs 
Improtnients, other than buildings 
I ifrastrnctuie 
Fquiprncnt 

Tutu! uceLunilUted depreciation 

Depreciable assets, net 

Total capital assets, net  

$ 6,2)0,699 240,844 S $ 6.471,54) 
2,844,944 2,179,240 3591,390 1,432,794 

9,075,643 2,420,084 3,591,390 7,904337 

66,996834 2,298,133 928,151 68,366,816 
131,863 131,863 

8,494,060 106,392 1,704 8,598,748 
12,520,830 1,334,418 543,631 13311,617 

88,143,587 3,733,943 I 473,486 90,409,044 

97,219,230 6,159,027 5,064,876 98,313,381 

28,162,647 2917.176 397,004 30.682,819 
128,616 128,616 
837,836 220.732 058,568 

10351251 642.265 531,276 10,462,240 

39,480,350 3,780,173 928,280 42332.243 

43,663,237 (41,230) 545.206 48,076.80! 

$57,738,880 $ 2,378,854 4,136.596 $55981138 
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CAL POLY POMONA FOUNDATiON, INC. 

Notes to Financial Statements 
June 30, 2013 and 2012 

Note (8) Leasing Commitments 

Operating Leases as Lessee 

The Foundation has a dining service aeemen1 with the Trustees of the California State 
University. 'the agreement is renegotiated annually and requires that the Foundation pay for the 
use of Los Olives Commons and Vista Cafe based on 6% of gross annual sales of the residence 
hail dining service facility. For the year ended June 30, 2013 and 2012 the anmunt totaled 
$410,373 and $457,080 respectively, which was included in rent expense. 

Land and certain fhcilities used in the Foundation operations are leased from the University. As 
consideration, the Foundation operates such land and certain facilities at no cost to the University 
and annually the Foundation provides specified funds as designated by the President of the 
University, subject to bond debt service requirements. The leases are in effect with various 
termination dates between 2013 and 2035. 

Ihe Foundation has various ion-cancelable operating lease agreements for office and conference 
space and office equipment, with terms of 48-60 months. 

Future minimum payments under non-cancelable operating lease agreements at June 30, 2013 am 
is follows: 

Year ending June 30: 

2014 $19,233 
2015 17,114 
2016 12,857 
2017 7,257 
2018 2.311 
Total tSR 772 

Capital Leases As Lessee 

the Foundation ins various non-cancelable capital lease agreements for office equipment with 
temis of 60 months and interest ranging from 6.6% to 105%. 

During the 2006-07 fiscal year, the Foundation entered into a ground and facilities lease 
agreement (Capital Lease) with the State of California, acting through the Board of Trustees of 
the California State University (Board) to refund and defease a portion of the 2000 Series Bonds. 
The Board assisted the Foundation by issuing its System Revenue Bonds in 2006-07 and applied 
the proceeds totaling $3,749,783 of such Bonds to redeem the 2000 series bonds maturing on and 
alter 2013 through 2025 callable on February 1, 2011. The Board leased the Project to the 
Foundation pursuant to the Capital Lease, subject to the following general terms and conditions: 
(i) the maximum annual debt senice under the Capital lease is $332,750 and the scheduled term 
of the Capital Lease is 18 years from March 2007 through May 2025. 
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CAL POLY POMONA FOIJNDATION, INC. 

Notes to Financial Statements 
June 30, 2013 and 2012 

Note (8) Leasing Commitments 

Capital Leases As Lessee (continued) 

During the 2003-04 fiscal year, the Foundation entered into a ground and facilities 'case 
agreement (Capital Lease) with the State of California, acting through the Board of Trustees of 
the California State University (Board) and agreed to undertake the financing of certain capital 
costs with respect to the University Village Phase Ill construction by the Board of an additional 
466 bed-spaces (the "Project") at the University Village student housing complex located at 
California State Polytechnic University, Pomona. The Board assisted the Foundation by issuing 
its System Revenue Bonds series 2005A and applied the proceeds totaling $29,866,650 of such 
Bonds to the construction and acquisition of the Project by the Board; and leasing the Project to 
he Foundation pursuant to the Capital Lease, subject to the following general terms and 

conditions: (i) the maxinnirn annual debt service under the Capital lease is $1,830,625 and the 
scheduled term of the Capital Lease is 31 years from completion of the construction of the Project 
in September 2005. See subsequent event note for further information on partial refunding of the 
2005A series bonds. 

Future minimum payments under non-cancelable capital lease agreements at June 30, 2013 are as 
follows: 

Year ending June 30: 

2014 2,214,99! 
2015 2,214,53(1 
2016 2,212,718 
2017 2,211,016 
2018 2,211,938 
2019-2023 11,036,692 
2024-202 8 10,000,165 
20292033 9,326,735 
2034-203 7 5,5 54 86 
Total 46,982,971 

Less amount representing 
interest (1&03 5,3 22) 

Present value of net 
Minimum lease payments S 28.947.649 
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CAL POLY POMONA FOUNDATION, INC. 

Notes to Financial Statements 
June 30, 2013 and 2012 

Note (8) Leasing Commitments (continued) 

Operating Leases As Lessor 

Land, office and certain facilities are leased to the American National Red Cross, Southern 
California Edison, State of California and the University. Some of the leases are all-inclusive 
while other leases require the tenants to pay a pro-rata share of common area maintenance and are 
in effect with various termination dates between 2013 and 2084. 

Future minimum payments under non-cancelable operating lease agreements at Pane 30, 2013 are 
as follows: 

Year ending June 30: 

2014 
2015 
2016 
2017 
2018 
2019 -2023 
2024-2028 
2029-2033 
203 4-203 8 
203 9-2043 
2044-2 048 
2049-2 053 
2054-2 05 8 
2059-2 063 
2064-2068 
2069-2073 
2074-2078 
2079-2083 
2084 

Total 

S 1. 991,097 
1,919,914 
1,934,111 

928,824 
933,255 

4,689,955 
5,163,226 
5,690,317 
6,271,238 
6,911,488 
7,617,129 
8,394,842 
9,086,299 
4,919,566 
5411,522 
5,952675 
6,547,942 
6,875,221 
1.134. 849 

S92373.47() 
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CAL POLY POMONA FOUNDATION, INC. 

Notes to Financial Statements 
June 30, 2013 and 2012 

Note (9) Long-Term Debt 

A schedule of chartgcs in long-temi debt for the year ended June 30, 2013 is shown below: 

Rhnee 
7/I'2012 

Capial tae obhztSs $ 29754,982 
Compenatcd absences 673,557 
OUtr pustxIfrcrnnEbvnefiLs 1,847,759 
ToIaI 32,276,298 

Additions Redixtkrns 

S $  g07,335 
462,957 435.49! 

__________ 617,303 
S 462,957 S 1,860,127 

Balamx AniDrnt due ii 
06.'30/2013 onc )tT 

S 2M,947,649 S  7S6,5I 8 
701,023 435,49! 

1230,456  __________ 
S 30,879,128 S L222,009 

Note (10) Transactions with the University and University Educational Trust 

The Foundation and the University provide various services On each other's behalf. Such 
services are appropriately billed. At June 30, 2013 and 2012 respectively, receivables from other 
activities and due from (he University art 5843,837 and $733,410. Accounts payable include 
$850,473 and $767,058 due to the University at June 30, 2013 and 2012, respectively. 

Amounts paid by the Foundation for the years ended June 30, 2013 and 2012 totaled $10,657,142 
and $12,033,263, respectively. Amounts paid to the Foundation for the year ended June 30, 2013 
and 2012 respectively totaled $11,623,476 and $16,178,127. 

During the year ended June30, 2013 and 2012, (he Foundation Iransfejred fixed assets totaling 
$3,662,792 and $3,930,872, comprised of equipment and renovations for various college 
buildings at the University.  The University assumed o ership and management of the 
equipment and facilities. 

The Foundalion, at the request of and with the authorization of the Universily, provides 
accounting, financial reporting and management information services support to the Cal Poly 
Pomona University Educational Trust (UEl), an auxiliary of the University. The liFT paid the 
Foundation $25,503 in exchange for these services during fiscal year 2011-12 until the UEI was 
dissolved and the assets were transfentd to the Foundation on Febniary 1, 2012. Prior to the 
UFT's wind up and dissolution, the UET's Board atithorized an endowment earnings distribution 
of $2,411,642 to the Foundation per the UhF's endo ment spending policy in fiscal year 
2011-12. 
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CAL POLl POMONA FOUNDATION, INC. 

Notes to Financial Statements 
June30. 2013 and 2012 

Note (11) Pension Plan 

The Foundation participates in a cost sharing multiple-employer defined benefit plan through the 
California Public Employees' Retirnment System (QiIPERS) which covers substantially all 
regular full-time employees of the Foundation. C&PERS acts as a common investment and 
administrative agent for participating public entities with the State of California and reports 
information to the Foundation in accordance with reporting standards established by the 
Governmental Accounting Standards Board (GASB). The plan provides retirement and disability 
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries. 
Benefit provisions are established by State statutes, as legislatively amended, within the Ptiblic 
Employees' Retirement Law. CaIPERS issues a separate comprehensive annual financial report 
that includes required supplementary information. Copies of the CaIPERS annual financial report 
maybe obtained from the CaIPERS Executive Office, 400 p Street, Sacramento, CA 95814. 

The Foundation's policy is to fund pension costs as incun -ed. The contribution rate for fiscal 
years 2012-13 and 201 1-12 was 944% and 9.42% respectively. These rates are aggregated since 
the Foundation had various plans with CaIPERS. Due to pension reform regulations, during fiscal 
year 2012-13, the Foundation was required to add a new plan in January 2013 (the 2% at 62 
plan). For fiscal year 2012-13, the rates were 944% for the 2% at 55 plan, 7.846% for the 2% at 
60 plan, and 6.25% for the newly added 2% at 62 plan. For flseal year 2011-12 the rates were 
9.42% thr the 2% at 55 plan, and 7773% for the 2% at 60 plan. 

The Foundation contribution rate for the fiscal year 2013-14 is 10.052% for the 2% at 55 plan, 
8.049% for the 2% at 60 plan, and 6.25% for the 2% at 62 plan. The employee rate is 5% for the 
2% at 55 plan, 7% for the 2% at 60 plan, and 6.25% for the 2% at 62 plan. 

The Foundation's contributions to PERS for each of the last three fiscal years is as follows: 

PERS 
Year Ended Required Percent 

June 30. Contribution Coffiributed 

2011 $ 668,468 100% 
2012 762,234 100% 
2013 742,507 100% 

Note (12) Other Postretirement Benefits 

The Foundation sponsors a single-employer defined benefit postretirement health care plan to pay 
a portion of the retiree's insurance premiums. This plan allows the employee to qualil' thr a 
larger percentage of the employer payment of the retiree's healtheare premiums and those levels 
are based on an employees' hire and retirement dates. The Foundation sponsored plan also 
covers dependents of the employee. 

Full time employees quali' at 100% after five years of full time service and reaching the age of 
50 when they retired before July 1,2004. 

-2]- 



CAL POLY POMONA FOUNDATION, INC. 

Notes to Financial Statements 
June 30, 2013 and 2012 

Note (12) Other Postretirement Benefits (continued) 

Full time employees hired before October 1,2004, who have at least 10 years of thu time service 
and arc at least 50 years of age quaIi' at 75% upon attaining 10 years of service, and earn an 
additional 5% for each [hIl year completed afler 10 years of service. Employees reach 100% 
once attaining IS years of thU time service. Additionally, employees who arc at least 50 years of 
age and have at least 10 years of service may add together their age and years of service, and 
when that amount totals 70, the employee will be 100% qualified. 

Full time employees hired on or after October 1, 2004 and before March 1, 2009, who have at 
least 10 years of fUll time service and are at least 50 years of age become qualified al 50% upon 
attaining 10 years of service, and Cain an additional 5% for each full year completed after 10 
years of service. Employees reach 100% once attaining 20 years of full time service. 

Full time employees hired on or after March I, 2009, are ineligible for benefits under the defined 
benefit healthcare plan for retirees. 

Beginning in the fiscal year ended June 2011 the Foundation participaLed in the Auxiliaries 
Multiple Employer VEBA (Voluntaiy Employees' Beneficiary Association). The Auxiliaries 
Multiple Employer VEBA is a separate 501(e)(9) organization established in August 2010 to 
assist in funding post-retirement healthcare benefits for recognized auxiliaries of the California 
State University System. The plan does not issue separate financial statements, During each of 
the fiscal years ended June 30, 2013 and 2012, the Foundation coniributed $1.0 million. In 
addition to the above contributions, the Foundation also paid $454,667 and $403,768 for retiree 
benefit expenses in fiscal years ending June 30, 2013 and 2012. 

In the fiscal year ending June 30, 2012, the Foundation implemented GASB Statement No. 45 
"Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than 
Pensions" on a retrospective basis and recorded the cost and obligation of these benefits in the 
financial statements. The beginning Other Postemployment Benefit (OPEB) obligation was 
established by rolling back the July 1, 2011 valuation to July I, 2007, the year the Foundation 
would have adopted the reporting provisions of GASH Statement No. 45. To comply with the 
reporting requirements of GASB Statement No. 45, the June 30, 201! liability of S12,624,937 
was reduced by $10,251,600, and die June 30, 2012 beginning net position was restated by this 
amount. 
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CAL POLY POMONA FOUNDATJON, INC. 

Notes to Financial Statements 
June 30, 2013 and 2012 

Note (12) Other Postretirement Benefits (continued) 

the Foundation's annual OPEB cost (expense) is calculated based on the annual required 
contribution of the employer (ARC), an amount actuarially determined in accordance with the 
parameters of GASH Statement No. 45. The ARC represents a level of funding that, if paid on an 
ongoing basis, is projected to cover normal cost each year and amortize any unftinded actuarial 
liabilities (or funding excess) over a period not to exceed thirty years. The following table shows 
the components of the Foundation's annual OPEB cost for the year, (lie amount actually 
contributed, and changes in the OPEB obligation: 

Annual required conflibution (ARC) 
Interest on net OPEB obligatkin 

Adjustment to annual required contribution 

Annual OPEB cost (expense) 
Contributions made 

Change in net OPEB obligation 

Net OPEB asset - beginning of year 

Net OPEB asset - end of year 

2013 

$  825,439 
129,343 

(117,418) 

837,364 

(1,454,667) 

(617,303) 
1,847,759 

$ 1,230,456 

2012 

$ 859,289 

166,134 
(147,233) 

878,190 
(1403.768) 

(525,578) 
2,373,337 

$ 1,847.759 

The Foundation's annual OPEB cost for the year, the percentage of annual OPEB cost 
contributed, and the net OPEB obligation was as follows: 

Fiscal Year 
Ended 

06/30/2011 
06/3 0/20 12 
06/3 0/20 13 

Annual 
OPEB Cost 

$1,075,956 
878.190 
837.364 

Percentage of 
Annual OPEB Net OPEB 

CotCnntrihuted Obligation 

130% $2,373.337 
160% 1,847,759 
174% 1,230,456 

Funding Status and Funding Progress 

As of July 1, 2011, the most recent actuarial valuation date, the plan was 9.9% funded. The 
actuarial accrued liability for benefits was $10,536,352 and the unfunded actuarial accrued 
liability (UAAL) was $9.496,173. The covered payroll (annual payroll of active employees 
covered by the plan) was $8,093,038, and the ratio of the IJAAL to the covered payroll was 
117,3%. 

As of Junc 30, 2013 and 2012 the market value of plan assets was $3,326,369 and $2,119,632 
respectively. It is the Foundation's plan to continue funding this liability in the coming year. 
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CAL POLY POMONA FOUNDATION, INC. 

Notes to Financial Statements 
June 30, 2013 and 2012 

Note (12) Other Postretirement Benefits (continued) 

Fuiiding Status and Funding Progress (continued) 

Actuarial valuations of an ongoing benefit plan involve estimates of the value of reported 
amounts and assumptions about the probability of occurrence of events far into die future. 
Examples include assumptions about future employment, mortality, and the healthcare cost trend. 
Amounts deterrriined regarding the funded status of the plan and the annual required conftibutions 
of the employer are subject to continual revision as actual results are compared with past 
expectations and new estimates are made about the future. Ihe schedule of funding progress, 
presented as required supplementary information following the notes to the financial statements, 
presents the first year of information for the actuarial value of plan assets. In subsequent years the 
schedule of fluiding progress will pmvide information aboul whether the actuarial value of plan 
assets are increasing or decreasing over time relative to the actuarial accrued liabilities for 
benefits. 

Actuarial Methods and Assumptions 

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan 
as understood by the employer arid the plan members) and include the types of benefits provided 
at the time of each valuation and the historical pattern of sharing of benefit costs between the 
employer and plan members to that point. The actuarial methods and assumptions used include 
techniques that are designed to reduce the effects of short-term volatility in actuarial accrued 
liabilities and the actuarial value of assets, if any. consistent with the long-term perspective of the 
calculations. 

In the July 1, 2011 actuarial valuation, the entry age normal actuarial cost method was used. The 
actuarial assumptions included a 7.0 percent investment rate of return (net of administrative 
expenses) which is the current expected long-term investment returns on plan assets and the 
Foundation's maximum annual healthcarc east trend rate of 5.0%. The IJAAL is being amortized 
on a level percentage of payroll on a closed basis over 30 years as allowed under GASB 
Statement No. 45. The remaining amortization period at June 30, 2013, was 24 years. 

Note (13) Risk Management 

Ihe Foundation is self-insured thr various risks of loss related to torts; damage to, and destruction 
of assets; employment practices; and natural disasters with deductibles coverage up to El 00,000 
for each employment practice liability claim and property damage claim. 

During fiscal year 2011-12, the Foundation established a self-funded healthcare benefits plan 
with stop loss insurance for eligible employees and retirees. Under this program, the Foundation 
provides coverage for up to a maximum of $1,040,000 for medical claims for active employees 
and retirees who are not enrolled in Medicare and for active employees, l00% for dental and 
100% for vision. The Foundation purchases guaranteed insurance for claims in excess of the self-
thnded healtheare benefits plan arid deductibles and for all other risks of loss. 
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CAL POLY POMONA FOUNDATION, INC. 

Notes to Financial Statements 
June 30, 2013 atid 2012 

Note (13) Risk Management (continued) 

Eligible employees and retirees of the Foundation that participale in the self-funded healthcare 
benefits plan make payments based on actuarial estimates of the amounts needed to pay claims 
and stop loss insurance. 

Note (14) Assets lieki for Sale 

In fiscal year 2002-03, the Foundation started purchasing fhculty/sIalT housing in support of the 
California State Polytechnic University, Pomona's mission to develop affordable faculty staff 
housing options to attract and retain employees for the University. 

At June 30, 2013, total assets held for sale include two faculty/staff condominiums. At June 30, 
2012, total assets held for sale include three Faculty/staff houses, comprised of two condominiums 
and one single family residence. 

Fair values of assets measured on a nonrecurring basis held for sale at June 30, 2013 and 2012 
were $712,500 and $691,217 respectively. Assets held for sale are recorded at cost which 
approximates lair value. Cost to se1i and unrealized losses are immaterial and will not be 
recognized until the assets are sold. 

Note (15) Transfer of Net Position 

During fiscal year 2011-12 the Cal Poly Pomona University Educational . 1 nist (trust) took action 
to dissolve and distribute the assets and liabilities of the Trust to the Foundation per the advice of 
Trust's legal counsel. This action was determined to be the best option for the Trust as a result of 
its failure to meet the public support test as a result of a disproportionately large size grant 
received by the Trust as compared to other grants received as well as the integral part test. The 
Trust served as the recipient for gifts and grants to permanent endowments on behalf of the 
University. The Trust's net position of $54,801,078 was transferred to the Foundation on 
February 1,2012. 

Note (16) Commitments 

The Foundation offered a homeowner's buyback option as an incentive for faculty/staff to 
purchase the Foundation's homes held for sale due to the current pricing instabilities in the 
general residential marketplace. During fiscal year 201 1-12, Ike Foundation entered into 4 
buyback option agreements with faculty/staff homeowners. During fiscal year 201 2-13 the 
Foundation entered into I buyback option agreement with faculty/staff homeowners. The 
buybaek agreement is for one year from the date initially purchased with two, one year options to 
extend the agreement. It certain conditions are met and the faculty/staff exercises their option, 
the Foundation is required to repurchase the home at the initial purchase price. 

During the fiscal year 2011-12 the Foundation bought back 4 homes under these agreements 
respectively. Additionally 7 homeowners purchased additional one year options to the agreement 
during the fiscal year 2011-12. During the flseal year 2012-13 the Foundation bought back 
homes under these agreements respectively. Additionally 4 homeowners purchased additional 
one year options to the agreement during the fiscal year 2W 2-13. 
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CAL POLY POMONA FOUNDATION, INC. 

Notes to Financial Statements 
June 30, 2013 and2Ol2 

Note (17) Change in Accounting Principles 

there was no effect on beginning net position for the adoption of OASIJ Statement No. 63, 
Financial Reporting of Deferred Outflows o/Resource Deferred Inflows of Resources and Net 
Position. 

The Foundation wrote off $255,247 of bond issue costs in accordance with the implementation 
of OASB Statement No. 65, Items Previously Reported as Assets and Liabilities. These fees were 
previously amortized over the life of the bond and are now required to be expensed in the period 
incurred. Due to materiality, beginning net position was not restated. 

Note (IS) Subsequent Event 

Subsequent to fiscal year end June 2013, the California State tJniversi  issued a system wide revenue 
bond series 2013A. The series was used to partially refUnd certain portions of series 2005A bonds related 
to the Foundation's University Village Phase Ill student housing project. The partial reftmding of the 
Foundation's portion of the 2001k generalS a nel present value savings of $685,409, or 652% of the 
$10,515,000 refunded bonds, those principal payments that were subject lo redemption included the 
November 1,2015 through November 1, 2026 maturities. The un-refunded portion of the 20014 (related 
to the University Village III project) totals $14,470,000 and is inclusive of the November 1, 2013, 
November I, 2014 and November 1, 2027 through November 1, 2035 maturities. The all-inclusive 
interest rate for the reffiriding bonds is 2.97%, inclusive olbond premium paid by investors and the bond 
underwriter's discount and cost of issuance. 
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CALPOLVPOMONA •OIJNFIATION, INC. 

Schcdtde ofNct Fcibaji 

1mw 10. 20 IS 

(fo, sxhakgi is the California Stare Ci trsi) 

Aaa ala: 

isrear assets: 
Cash ara cash :qura]euta 
Shejl-Iei iii a ,vara line its 
Accoippis rccca*. act 
LcaEs recefiiab!c. cuTout 
Ndes eceivalIla trurir4 rxtoti 
Pledges recepvab]o tel 
Prepaid epertses and ether assets 

Tois] cwrcnr assets 

Nneu.rent assIs; 
Rest' stcd cash nrwl cash equrau*s 
Accrpnts rcccka]c. net 
Leases recoabk let of cuz(.uIL prrtvan 
Ncces ft ceiva his, uyst cute inTent 
nntiir lt ns mcc&abk. net 

PIegcs recdvabl,nct 
tndownteit! attabneitc 
Oil ]er krng-tanm live 
Ctt plot a sa eta, net 
Other asseta 

Total piauic wrani a, sers 

TcliI arasets 

Dc It' ed cant tics's s of resotffcc $ 
mortjsed bss oo reftn is) 

Total deferred ottlrn. s of es,nrce 

Liabdc 5: 

Current Iabdlies; 
Accouijla 1,nhIe 
Accrued sabrios and beurfits pa'able 
Accrued cornpcpisated abscuice— CLJJIBTIt poItr 
Unc a, ted 
(\pñu' ed lease obEga is - cm'rcnt [ortioa 
t.on-term debt obEaür1 - CirnariL pdn 
ScIf. aurance ehutta Iaih'hty - current porton 
E)qtuicitoiy fieccinra 
Ccr liabil1ei 

Total swiont biIies 

Nortetuent IMbthSs. 
Accrued c OtuIl F tsatad n bse rices Ic of etatetit pDrtion 

nennied ruc twe 
&aois rcfi.,àbk 
Capitalized lease di itwnq net ofctu'renr pcxl00 
L,x-Isrm ,let obanons net ofeurreni poctoa 
Seff-iisinriec ccahns IiabMs. net of cuirsiul [asrilon 
Depso'y accowIts 
Other pcztsuiultyineru enefaI oWitien 
tither M*s 

Total sencurreet abu1kies 

Total I biies 

Dcferre inths o(rcsovrces; 
Deferred mOot; a Ihms SCAs nnts and c4Iiers 

Tolal cfrferrud nfbwa ofrcs,,urees 

Nct Foathc.i. 
Net mesnTienr Si capal assets 
Roittued for 

Noucxcathble - ctudunvaiienl, 
Exj as a t c : a i 

Scholarsl4,s and fc wslijs 
Research 

('ntoI projects 
De sente 
C - 

Uiti as tnc ad 

Total its t lirtlion 

5.70216 I 
3624055 

5, 3'.74l 

31t9Ifl 
2 765.600 

53883.785 

1217,301 

5,12361 
68,024.560 

70955 
s9giI38 

131084.1 IS 

I 84,9t7,S J 

2014.453 
.544, 147 
45A9I 

I 209334 
785lM 

4667,132 

I066473 

15 .5 31 

18.161131 

1230150 
I J]O I 

301i58 $45 

40125 520 

27 033,4SN 

69.27' .8] 

328,679 

5. 77 

26572,30 
12, l2Q,IU 

S 144.fJ41.380 

See the accompanying independent auditor's report. 
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CAL POLY POMONA FOUNDATION, INC. 

ScIledale ofReenues, E,cpene, and Changes iii Net Positinn 

Year Ended Jinx 30, 2013 

(for iduxicit in Ihc California Stutc Un'wrsity) 

Revenues: 

Operatiri revenues: 
Student ttiithn and Lees (net ofscholarship allowances oft_________ 
Grants and conriacts. noneapftal: 

Federal 
State 
Local 
Nougove [nine otal 

Sales aixi services ofeducational activities 
Sales ai services ofawdbaTv enterpnses (net of scholarship 

alloy ances oft____________ 
Other operat*ig revenues 

Total operating revenues 

Expenses. 

Operutftigxpnses; 
Instruct km 
Heseareh 
Public service 
Acadeniic support 
Student serwces 
hlstitLtholmlsupport 
Operation and nainienance ofplant 
Student grants and sc Iarshs 
Auxiliary enterpthe expenses 
Depreetion and aniofli,ation 

Total operatig expenses 

Operating inconie (loss) 

tJonopratin re\'cnucs (cxpncs). 
State appropthons, noncapial 
Federal financial aid arit. noneapital 
State Iriaricial lid grunts, nvncupul 
I ocal Imancial aid grants noccapftal 
Nongovcmmen(al and other Imancial a grants, noncapial 
Other federal noiperating grunts, ioncnpilal 
Gifts, noneapilal 
Investment i,con,e (loss), net 
Endownicnt iwomc (loss), net 
Interest Expenses 
Other nonopentuig revenue.c (expene) 

Net nonoperating revenues (expenses) 

Income (loss) before other additions 

State approprialioiis. capital 
Grants aid gills, capaal 
Additions (reductions) to wxinunent cndo mcnLs 

Increase (decrease) in net position 

3,834,057 

7760754 
1,980,758 

2,432,618 
6230,129 

35425,226 
2$ 9 4,6 80 

61.158,222 

9,079,128 
4,758,937 

409,483 
4,199,452 

736,171 
2,368,381 

226,412 
t,215,136 

36,033816 
3780.173 

62,807,089 

(t648867) 

15619,093 
1,299,4€ 
6,688,965 

(1,644,187) 
(3,662,792) 

18,300,485 

16,651,618 

16,6516 IX 

Net posftion: 
Net position at  gfrmhig of ycur, us prcviausly reporLed 27,390,762 
Restatements -- 
Net position at bcgnmftig ofycar, as restated 127.390:762 

Net position it end utycar S 144.042,380 

See the aceenipanyirig independent auditor's report 
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__ VICENTI • LLOYD • STUTZMAN LIP 
B U S I N ES S CONSULTA NTS AND CPAs 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL 
OVER FINANCIAL REPORTING AND ON COMPLIANCE 

AND OTHER MATTERS BASED ON AN AUDIT 
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE 

WiTH GO VERNMENTA UDITING STANDARDS 

The Board of Directors 
Cal Poly Pomona Foundation, inc. 

We have audited, 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, the basic financial statements of the Cal Poly Pomona 
Foundation, Inc. (a California State University Auxiliary Organization) (the Foundation) as of and for the 
year ended June 30, 2013 and have issued our report thereon dated September 12, 2013. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered the Foundation's internal control over financial 
reporting (internal control) to determine the audit procedures that are appropriate in the circumstances 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 Foundation's internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Foundation's internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent or 
detect and correct misstatements on a timely basis. A material weakness is a deficiency or a combination 
of deficiencies in internal control such that there is a reasonable possibility that a material misstatement of 
the financial statements will not be prevented or detected and corrected on a timely basis. A significant 
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a 
material weakness, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified 
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL 
OVER FINANCIAL REPORTING AND ON COMPLIANCE 

AND OTHER MATTERS BASED ON AN AUDi'!' 
OF FINANCTAL STATEMENTS PERFORMED IN ACCORDANCE 

WITH GO VERNMENTA UD1TING STANDARDS 

Compliance and Other Mailers 

As part of obtaining reasonable assurance about whether the Foundation's financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts and grant agreements, noncompliance with which could have a direct and material effect on thc 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit and, accordingly, we do not cxpress such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to he reported 
under Government Auditing Standardy. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the etlëctiveness of the entity's internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entitys internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

VICENTI, LLOYD & STUTZM  LLP 

(ilendora, CA 
September 12, 201 3 
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