










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

 
Management’s Discussion and Analysis 
Years Ended June 30, 2017 and 2016 

 

4 

The Student Union’s financial reserves consist of local reserves held locally by the corporation and the 
balance of the collected student fees held in trust by San José State University. These reserves are 
reviewed quarterly by the Board of Directors to ensure financial stability of the Student Union as well as 
provide adequate funding for future capital improvements and the continued expansion of its facilities. 
 
Introduction to the Financial Statements 
 
The Student Union’s financial statements include the statements of net position, statements of revenues, 
expenses and changes in net position, and statements of cash flows. These statements are supported by 
notes to the financial statements and management’s discussion and analysis. All sections must be 
considered together to obtain a complete understanding of the financial position of the Student Union. 
 
Statements of net position: The statements of net position include all assets and liabilities. Assets and 
liabilities are reported on an accrual basis as of the statement date. It also identifies major categories of 
restrictions (if any) on the net position of the Student Union. 
 
Statements of revenues, expenses and changes in net position: The statements of revenues, 
expenses and changes in net position present the revenues earned and expenses incurred during the 
year on an accrual basis. 
 
Statements of cash flows: The statements of cash flows present the inflows and outflows of cash for the 
year and are summarized by operating, financing and investing activities. These statements are prepared 
using the direct method of cash flows and, therefore, present gross rather than net amounts for the year’s 
activities. 
 
Overview 
 
Summary 
 
The following discussion highlights management’s understanding of the key financial aspects of the 
Student Union’s financial activities as of and for the years ended June 30, 2017, 2016 and 2015. Included 
are comparative analyses of current and prior years’ activities and balances and a discussion of 
restrictions (if any) of the Student Union’s net position. 
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Condensed Summary of Net Position 
 
The Student Union’s condensed summary of net position as of June 30 is as follows: 
 

2017 2016 2015
Assets:

Current assets 4,675,382  $     1,039,964  $     1,263,770  $     
Noncurrent assets 10,754,804       11,299,516       9,702,933         

Total assets 15,430,186  $   12,339,480  $   10,966,703  $   

Liabilities:
Current liabilities 4,933,330  $     1,900,191  $     1,729,812  $     
Noncurrent liabilities 109,207            102,399            108,639            

Total liabilities 5,042,537  $     2,002,590  $     1,838,451  $     

Net position:
Unrestricted:

Investment in capital assets 4,050,435  $     3,024,725  $     2,995,652  $     
Board-designated 1,622,570         2,401,383         3,054,313         
Unallocated 4,714,644         4,910,782         3,078,287         

Total net position 10,387,649  $   10,336,890  $   9,128,252  $     

 
Assets: Total assets increased $3 million overall from FY 2016 to FY 2017 primarily due to a receivable 
from the University. Total assets increased $1.4 million overall from FY 2015 to FY 2016 due primarily to 
an increase in the investment portfolio.  
 
Current assets increased by $3.6 million FY 2016 to FY 2017 primarily due to a receivable from the 
University of $3 million and an increase in cash and cash equivalent of $460 thousand at year-end. 
Current assets decreased by $223 thousand FY 2015 to FY 2016 primarily due to a reduction in accounts 
receivable and cash and cash equivalent at year-end.  
 
Noncurrent assets decreased $545 thousand overall from FY 2016 to FY 2017 due to an decrease in the 
investment portfolio of $1.6 million and an increase in capital assets of $1 million. Noncurrent assets 
increased $1.6 million overall from FY 2015 to FY 2016 due to an increase in the investment portfolio of 
$1.6 million and an increase in capital assets of $29 thousand.  
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Nonoperating revenues (expenses): Nonoperating revenues (expenses) come from sources that are 
not part of the Student Union’s primary business functions. Included in this classification are interest 
expense, investment income and changes in the fair value of investments. 
 
Investment income at June 30, 2017, was $726 thousand, a significant increase of $896 thousand from 
prior year FY 2016. The $726 thousand investment income is made up of $412 thousand in interest, 
$607 thousand in unrealized gains and of $293 thousand in realized losses. Investment loss at June 30, 
2016, was $(170) thousand, a significant decrease of $197 thousand from prior year FY 2015. The 
$(170) thousand investment loss is made up of $535 thousand in interest, $495 thousand in unrealized 
losses and of $210 thousand in realized losses.  
 
Transfer of assets from affiliated organizations: The Student Union does not have any transfer of 
assets from affiliated organizations. 
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The Student Union of San José State University

(A California State University Auxiliary Organization)

Statements of Net Position

June 30, 2017 and 2016

2017 2016
Assets

Current assets:
Cash and cash equivalents (Note 10) 902,775  $          442,658  $          
Investments (Notes 3 and 10) 319,234              260,884              
Accounts receivable (Note 9) 323,255              235,271              
Receivable from the University (Note 9) 3,016,305           -                      
Prepaid expenses and other 113,813              101,151              

Total current assets 4,675,382           1,039,964           

Noncurrent assets:
Restricted cash 25,000                25,000                
Investments (Notes 3 and 10) 6,570,162           8,147,392           
Funds held in trust 109,207              102,399              
Capital assets, net (Notes 4 and 5) 4,050,435           3,024,725           

Total noncurrent assets 10,754,804         11,299,516         

Total assets 15,430,186  $     12,339,480  $     

Liabilities and Net Position

Current liabilities:
Accounts payable (Note 9) 1,070,954  $       1,308,707  $       
Accrued payroll and related expenses 463,796              425,410              
Payable to the Tower Foundation (Note 9) 3,000,000           -                      
Other accrued liabilities (Note 9) 398,580              166,074              

Total current liabilities 4,933,330           1,900,191           

Funds held in trust liability 109,207              102,399              
Total liabilities 5,042,537           2,002,590           

Net position:
Investment in capital assets 4,050,435           3,024,725           
Unrestricted:

Board-designated (Note 5) 1,622,570           2,401,383           
Unallocated 4,714,644           4,910,782           

Total net position 10,387,649  $     10,336,890  $     

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 Revenues, Expenses and Changes in Net Position

Years Ended June 30, 2017 and 2016

2017 2016
Operating revenues:

Student Union fees (Note 9) 9,542,110  $       8,144,892  $       
Service fees 185,875              181,340              
Reimbursement of event costs 830,387              1,071,975           
Rental income 1,885,053           1,750,024           
Reimbursed wages and benefits 354,029              339,912              
Commissions 171,489              199,087              
Other 44,948                38,078                

Total operating revenues 13,013,891         11,725,308         

Operating expenses:
Wages, benefits and taxes (Note 6) 5,462,451           4,812,036           
Contribution to Tower Foundation (Note 9) 3,000,000           -                      
Insurance 205,384              171,128              
Supplies 319,071              308,311              
Communications 172,443              157,230              
Repairs and maintenance 171,630              150,338              
Utilities 1,037,615           898,126              
Event costs 925,339              1,148,066           
Small equipment purchases 76,626                115,897              
Depreciation 465,528              1,057,461           
Business services (Note 8) 1,446,296           1,283,838           
Miscellaneous 92,498                66,884                
Project expenditures 314,662              177,506              

Total operating expenses 13,689,543         10,346,821         

Operating (loss) income (675,652)             1,378,487           

Nonoperating revenue (expenses):
Investment income (loss), net 726,411              (169,849)             

Increase in net position 50,759                1,208,638           

Net position:
Beginning of year 10,336,890         9,128,252           

End of year 10,387,649  $     10,336,890  $     

See notes to financial statements.
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Note 3. Investments 

Unrealized Unrealized
Fair Value Gain Fair Value Loss

Local Agency Investment Fund 224,117  $        -$                  222,666  $        -$                  
Mutual funds, equities 2,521,360         298,065            2,616,573         (139,457)           
Mutual funds, fixed income 2,907,666         1,319                4,088,926         (76,805)             
Mutual funds, others 1,141,136         41,419              1,441,893         (52,912)             
Cash and money balances 95,117              -                    38,218              -                    

6,889,396  $     340,803  $        8,408,276  $     (269,174)  $       

2017 2016

 
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. 
 

Market Value <1 Year <2 Years <3 Years <4 Years <5 Years >5 Years
Intermediate-term 

investments 2,907,666  $   472,040  $      718,953  $      628,261  $      309,092  $      -$                779,320  $      

Market Value <1 Year <2 Years <3 Years <4 Years <5 Years >5 Years
Intermediate-term 

investments 4,088,926  $   933,035  $      151,586  $      981,250  $      683,470  $      1,141,536  $   198,049  $      

June 30, 2017

June 30, 2016

 
 
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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Note 3. Investments (Continued) 

Investments held by the Student Union are measured and recorded at fair value. The Student Union’s 
valuation techniques used to measure the fair value of equity investments, mutual funds and 
miscellaneous other assets were derived from quoted prices in active markets, and they are categorized 
in Level 1 of the fair value hierarchy.  
 
The following table summarizes the Student Union’s investments fair value hierarchy as of June 30, 2017 
and 2016: 
 

 

Note 4. Capital Assets 

Capital assets consist of the following at June 30: 
 

2016 Additions Retirements
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Note 9. Related Parties (Continued) 

At June 30, 2017, the Student Union has pledged $3 million to the SJSU Tower Foundation to participate 
in the funding of athletic facilities on the University campus. The SJSU Club Sports and intramural 
programs managed by the Student Union will share in the use of these facilities. The Student Union 
requested the release of $3 million in student fees from the University to support this pledge. 
 
Receivables from affiliates at June 30 are as follows: 
 

2017 2016

Receivable from San José State University 3,016,305  $     4,608  $            
Receivable from auxiliary organizations:

Spartan Shops, Inc. 167,485            127,091            
Associated Students, Inc. 8,259                9,666                
SJSU Research Foundation 1,169                1,064                
Tower Foundation 27,435              2,227                

3,220,653  $     144,656  $        

 
The receivables from affiliates are included on the accompanying statements of net position as accounts 
receivable. 
 
Payables to affiliates at June 30 are as follows: 
 

2017 2016

Payable to San José State University 500,601  $        586,612  $        
Payable to auxiliary organizations:

Spartan Shops, Inc. 1,800                360                   
Associated Students, Inc. 3,235                2,060                
Tower Foundation 3,000,000         -                    

3,505,636  $     589,032  $        

 
The payables to affiliates are included on the accompanying statements of net position as accounts 
payable and other accrued liabilities. 
 

Note 10. Concentration of Credit Risk 

The Student Union maintains its cash balances in several financial institutions in the Greater Bay Area 
and, at times, may exceed federally insured limits. The majority of the liquid funds are in mutual funds that 
are maintained by UBS Financial Services, Inc. The Student Union has not experienced any losses in 
such accounts and believes it is not exposed to any significant credit risk on cash and cash equivalents. 
 

Note 11. Subsequent Events 

In preparing the financial statements, the Student Union has evaluated events and transactions for 
subsequent event disclosure through September 21, 2017, the date of the auditor’s report. 

 



 

22 

  



 

23 

 
 



The Student Union of San José State University 
(A California State University Auxiliary Organization) 
Other Information 
June 30, 2017 
(for inclusion in the California State University) 
 

24 

  



The Student Union of San José State University 
(A California State University Auxiliary Organization) 
Other Information 
June 30, 2017 
(for inclusion in the California State University) 
 

25 

 
 
  





The Student Union of San José State University 
(A California State University Auxiliary Organization) 
Other Information 
June 30, 2017 
(for inclusion in the California State University) 
 

27 

  



The Student Union of San José State University 
(A California State University Auxiliary Organization) 
Other Information 
June 30, 2017 
(for inclusion in the California State University) 
 

28 

3.2 Detail of depreciation and amortization expense for the year ended June 30, 2017:

Depreciation and amortization expense related to capital assets 465,528  $          
Amortization expense related to other assets

Total depreciation and amortization 465,528  $          

4 Long-term liabilities activity schedule:

Balance

Balance Prior Period June 30, 2016   Balance Current Long-Term

June 30, 2016 Adjustments Reclassifications (Restated) Additions Reductions June 30, 2017 Portion Portion

248,443  $          -$                    -$                    248,443  $          310,322  $          (262,212)  $         296,553  $          296,553  $          -$                    
-                      -                      -                      -                      -                      -                      

Capitalized lease obligations:
Gross balance -                      -                      -                      -                      -                      -                      -                      -                      -                      
Unamortized premium / (discount) on capitalized lease obligations -                      -                      -                      -                      -                      -                      -                      -                      

Total capitalized lease obligations -                      -                      -                      -                      -                      -                      -                      -                      -                      
Long-term debt obligations:

Auxiliary revenue bonds -                      -                      -                      -                      -                      -                      -                      -                      -                      
Commercial paper -                      -                      -                      -                      -                      -                      -                      -                      -                      
Notes payable related to SRB -                      -                      -                      -                      -                      -                      -                      -                      -                      
Others: (list by type)
     Add description -                      -                      -                      -                      -                      -                      -                      -                      -                      
     Add description -                      -                      -                      -                      -                      -                      -                      -                      -                      
     Add description -                      -                      -                      -                      -                      -                      -                      -                      -                      
     Add description -                      -                      -                      -                      -                      -                      -                      -                      -                      
     Add description -                      -                      -                      -                      -                      -                      -                      -                      -                      
     Add description -                      -                      -                      -                      -                      -                      -                      -                      -                      

Total long-term debt obligations -                      -                      -                      -                      -                      -                      -                      -                      -                      

Unamortized bond premium / (discount) -                      -                      -                      -                      -                      -                      -                      -                      
Total long-term debt obligations, net -                      -                      -                      -                      -                      -                      -                      -                      -                      
Total long-term liabilities 248,443  $          -$                    -$                    248,443  $          310,322  $          (262,212)  $         296,553  $          296,553  $          -$                    

Accrued compensated absences
Claims liability for losses and loss adjustment expenses 
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6

Principal and Principal and Principal and

Principal Only Interest Only Interest Principal Only Interest Only Interest Principal Only Interest Only Interest

2017 -$                    -$                    -$                    -$                    -$                    -$                    -$                    -$                    -$                    
2018 -                      -                      -                      -                      -                      -                      -                      -                      -                      
2019 -                      -                      -                      -                      -                      -                      -                      -                      -                      
2020 -                      -                      -                      -                      -                      -                      -                      -                      -                      
2021 -                      -                      -                      -                      -                      -                      -                      -                      -                      
2022 - 2026 -                      -                      -                      -                      -                      -                      -                      -                      -                      
2027 - 2031 -                      -                      -                      -                      -                      -                      -                      -                      -                      
2032 - 2036 -                      -                      -                      -                      -                      -                      -                      -                      -                      
2037 - 2041 -                      -                      -                      -                      -                      -                      -                      -                      -                      
2042 - 2046 -                      -                      -                      -                      -                      -                      -                      -                      -                      
2047 - 2051 -                      -                      -                      -                      -                      -                      -                      -                      -                      
2052 - 2056 -                      -                      -                      -                      -                      -                      -                      -                      -                      
2057 - 2061 -                      -                      -                      -                      -                      -                      -                      -                      -                      
2062 - 2066 -                      -                      -                      -                      -                      -                      -                      -                      -                      

Total minimum payments -$                    -$                    -$                    -$                    -$                    -$                    -$                    -$                    -                      
Less amounts representing interest -                      
Present value of future minimum payments -                      
Unamortized net premium (discount) -                      
Total long-term debt obligations -                      
Less: current portion -                      
Long-term debt obligations, net of current portion -$                    

Year ending June 30:

Long-term debt obligation schedule:

All Other Long-Term

Auxiliary Revenue Bonds Debt Obligations Total Long-Term Debt Obligations
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9 Other postemployment benefits obligation (OPEB):

Annual required contribution (ARC) 243,796  $          
Contributions during the year (243,796)             
Increase (decrease) in net OPEB obligation (NOO) -                      
Other adjustments -                      

NOO - beginning of year -                      
NOO - end of year -$                    

10 Pollution remediation liabilities under GASB Statement No. 49:  

Description Amount

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

 Total pollution remediation liabilities -                      
Less:  current portion -                      
Pollution remediation liabilities, net of current portion -$                    

 
 
  




