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The Student Union of San José State University
(A California State University Auxiliary Organization)

Statements of Net Position
June 30, 2016 and 2015

2016 2015
Assets

Current assets:
Cash and cash equivalents (Note 10) 442,658  $          683,792  $          
Investments (Notes 3 and 10) 260,884              7,824                  
Accounts receivable (Note 9) 235,271              502,423              
Prepaid expenses and other 101,151              69,731                

Total current assets 1,039,964           1,263,770           

Noncurrent assets:
Restricted cash 25,000                25,000                
Investments (Notes 3 and 10) 8,147,392           6,573,642           
Funds held in trust 102,399              108,639              
Capital assets, net (Notes 4 and 5) 3,024,725           2,995,652           

Total noncurrent assets 11,299,516         9,702,933           

Total assets 12,339,480  $     10,966,703  $     

Liabilities and Net Position

Current liabilities:
Accounts payable (Note 9) 1,308,707  $       1,138,815  $       
Accrued payroll and related expenses 425,410              386,876              
Other accrued liabilities (Note 9) 166,074              204,121              

Total current liabilities 1,900,191           1,729,812           

Funds held in trust liability 102,399              108,639              
Total liabilities 2,002,590           1,838,451           

Net position:
Investment in capital assets 3,024,725           2,995,652           
Unrestricted:

Board-designated (Note 5) 2,401,383           3,054,313           
Unallocated 4,910,782           3,078,287           

Total net position 10,336,890  $     9,128,252  $       

See notes to financial statements.
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The Student Union of San José State University
(A California State University Auxiliary Organization)

Statements of Cash Flows
Years Ended June 30, 2016 and 2015

2016 2015
Cash flows from operating activities:

Sales and services of auxiliary enterprises 11,776,664  $     7,317,360  $       
Payments to suppliers (4,376,900)          (3,857,830)          
Payments to employees (4,084,269)          (3,705,876)          
Payments to students (710,601)             (684,097)             
Other receipts 237,165              358,016              

Net cash provided by (used in) operating activities 2,842,059           (572,427)             

Cash flows from capital and related financing activities:
Acquisitions of capital assets (1,086,534)          (233,039)             

Cash flows from investing activities:
Investment income reinvested 325,217              309,684              
Sales of investments 4,892,434           2,000,512           
Purchase of investments (7,214,310)          (3,589,313)          

Net cash used in investing activities (1,996,659)          (1,279,117)          

Net decrease in cash and cash equivalents (241,134)             (2,084,583)          

Cash and cash equivalents:
Beginning of year 683,792              2,768,375           

End of year 442,658  $          683,792  $          

Reconciliation of net operating income (loss) to net cash provided by 
(used in) operating activities:
Operating income (loss) 1,378,487  $       (823,853)  $         
Adjustments to reconcile operating income (loss) to net cash 

provided by (used in) operating activities:
Depreciation and amortization 1,057,461           526,519              
Change in assets and liabilities:

Accounts receivable, net 267,152              (325,245)             
Prepaid expenses and other current assets (31,420)               (52,146)               
Accounts payable 169,892              215,584              
Accrued salaries and benefits 38,534                (34,545)               
Other liabilities (38,047)               (78,741)               

Net cash provided by (used in) operating activities 2,842,059  $       (572,427)  $         

See notes to financial statements.
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Note 2. Summary of Significant Accounting Policies (Continued)  

Student Union employees:  Certain Student Union employees are employees of the University, and are 
reimbursed by the Student Union. The reimbursements totaled $983,926 and $708,668 for the years 
ended June 30, 2016 and 2015, respectively. 
 
Net position:  The Student Union’s net position is all classified as unrestricted. In addition, unallocated 
net position may be designated by the board of directors of the Student Union. 
 
Revenue:  The University allocates a portion of the students’ fees, following debt service obligations, 
based on the Student Union’s University-approved budget request. These fees are recognized as 
revenue when received. Rental income is recognized as revenue when earned and consists of fees from 
conference room rentals, audio-visual operations and other services within the Student Union building, 
the Event Center building and the Aquatic Center. The Student Union receives a share of entrance fees, 
parking fees and concession sales collected at events held in the Event Center Arena. Commission 
revenue (from event concessions, parking, ticket sales, vending, etc.) is recognized when earned. The 
Student Union also charges a rental fee to promoters who stage events in the Event Center Arena, which 
represents a reimbursement of costs incurred by the Student Union. This reimbursement is reflected as 
revenue when earned. 
 
Concentrations:  The Student Union’s customer base is composed primarily of San José State University 
students, faculty, staff, alumni and other auxiliary organizations. 
 
Income taxes:  The Student Union is exempt from federal and state income taxes under 
Section 501(c)(3) of the Internal Revenue Code (IRC) and Section 23701(d) of the California Revenues 
and Taxation Code, respectively. 
 
Use of estimates:  In preparing financial statements, management is required to make estimates and 
assumptions that affect the reported amounts of assets and liabilities, and the disclosure of contingent 
assets and liabilities, at the date of the financial statements, as well as revenues and expenses during the 
reporting period. Actual results could differ from those estimates. 
 
Change in accounting estimate:  During the year ended June 30, 2016, management determined that 
the estimated useful lives of certain capital assets should be changed based on the plans for the 
expansion and renovation of future projects. The current period effect of the change in the estimated 
useful lives resulted in an accelerated depreciation expense of approximately $516 thousand. The 
additional depreciation expense is included on the statements of revenues, expenses and changes in net 
position. 
 
Recent accounting pronouncement:  In June 2015, GASB issued Statement No. 75, Accounting and 
Financial Reporting for Postemployment Benefits Other Than Pensions. This statement requires the 
recognition of OPEB expense. OPEB liability is required to be recognized to the extent the liability is 
normally expected to be liquidated with expendable available financial resources. Disclosures are 
required about the OPEB plan and benefit terms, contribution rates and how they are determined, and 
amounts attributed to employee service and forfeitures in the current period. Statement No. 75 is effective 
for fiscal years beginning after June 15, 2017. The future adoption of this new statement is expected to 
have an impact on the financial statements and disclosures.  
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Note 3.  Investments  

 
Investment policy:  The Student Union’s investment policy (the Policy) sets forth the guidelines for the 
investments of the Student Union. 
 
The Student Union held investments in Local Agency Investment Fund (LAIF), corporate bonds and 
mutual funds. These investments are classified as deposits covered by depository insurance and are: 
(a) uncollateralized, (b) collateralized with securities held by the pledging financial institution, or 
(c) collateralized with securities held by the pledging financial institution’s Trust Department or agent but 
not in the depositor-government’s name. 
 
Interest rate risk:  Interest rate risk is the risk that the changes in market interest rate will adversely affect 
the fair value of an investment. In accordance with the Policy, the Student Union manages the risk of 
market value fluctuations due to overall changes in general levels of interest rates by limiting the average 
maturity and effective duration of investments within the portfolios. 
 

 
Credit risk:  Fixed income securities are subject to credit risk, which is the risk that a bond issuer will fail 
to pay interest or principal in a timely manner, or that negative perceptions of the issuer’s ability to make 
these payments will cause security prices to decline. The circumstances may arise due to a variety of 
factors, such as financial weakness, bankruptcy, litigation and/or adverse political developments. A 
bond’s credit quality is an assessment of the issuer’s ability to pay interest on the bond and, ultimately, to 
pay the principal. Credit quality is evaluated by one of the independent bond rating agencies such as 
Moody’s Investors Service or Standard & Poor’s (S&P). The lower the rating, the greater the chance that 
the bond issuer will default or fail to meet its payment obligations. Generally, the lower a bond’s credit 
rating, the higher the yield should be to compensate for the additional risk. 
 
Certain fixed income securities, including obligations of the U.S. government or those explicitly 
guaranteed by the U.S. government, are not considered to have risk. 
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2.3 Restricted current investments at June 30, 2016 related to: Amount

     Add description -$                    
     Add description -                      
     Add description -                      
     Add description -                      
     Add description -                      
     Add description -                      
     Add description -                      

Total restricted current investments at June 30, 2016 -$                    

2.4 Restricted noncurrent investments at June 30, 2016 related to: Amount
Endowment investment -$                    

     Add description -                      
     Add description -                      
     Add description -                      
     Add description -                      
     Add description -                      
     Add description -                      
     Add description -                      

Total restricted noncurrent investments at June 30, 2016 -$                    
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