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(A California State University Auxiliary Organizatio n)

Management § Discussion and Analysis
Years Ended June 30, 2019 and 2018

The Student Union § 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 § 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 § 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, deferred outflows of
resources, liabilities and deferred inflows of resources. Assets, deferred outflows of resources, liabilities
and deferred inflows of resources 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, ex penses 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, capital and related 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 § activities.

Overview
Summary

The following discussion highlights management § understanding of the key financial aspects of the
Student Union § financial activities as of and for the years ended June 30, 2019, 2018 and 2017. Included
are comparative analyses of current and prior years factivities and balances and a discussion of
restrictions (if any) of the Student Union § net position.

In 2018, the Student Union adopted Governmental Accounting Standards Board (GASB) Statement

No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions (OPEB).
The provision of this statement required the Student Union to record its net OPEB liability by restating the
beginning 2018 net position. The restatement decreased beginning net position by approximately
$1,600,000.






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

Management § Discussion and Analysis
Years Ended June 30, 2019 and 2018

Liabilities: Current liabilities decreased $407 thousand overall from FY 2018 to FY 2019 due primarily to



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

Management § Discussion and Analysis
Years Ended June 30, 2019 and 2018

The Student Union § condensed summary of revenues, expenses and changes in net position for the
years ended June 30 is as follows:

Condensed Summary of Revenues, Expenses and Changes in Net Position :

Net position for 2017 has been adjusted to reflect the adoption of GASB 75 (see Note 6).
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The Student Union of San José State University
(A California State University Auxiliary Organization)

Notes to Financial Statements

Note 1. General Information

The Student Union of San José State University (the Student Union) is an auxiliary organization in the
California State University (CSU) system. The purposes of the Student Union are to provide cultural,
educational, social and recreational services to the San José State University (the University) campus
community, and to manage and operate the newly renovated Student Union building, the Event Center
building, the Aquatic Center and the ATM building, which are leased from the University.

Note 2. Summary of Significant Accounting Policies

Measurement focus and b asis of presentation: The financial statements of the Student Union have
been prepared in conformity with accounting principles generally accepted in the United States of
America as applied to government entities. The Governmental Accounting Standards Board (GASB) is
the accepted standard-setting body for establishing governmental accounting and financial reporting
principles. The Student Union has chosen to continue to follow accounting standards applicable to private
sector entities, issued prior to November 30, 1989, that do not conflict with or contradict GASB
pronouncements. The Student Union is accounted for on a flow of economic resources measurement
focus and the full-accrual basis of accounting where revenues are recognized when earned and
expenses are recognized when incurred, regardless of the timing of the related cash flows.

Classification of current and noncurrent assets and liabilities: The Student Union considers those
assets to be current which can be reasonably expected, as part of its normal business operation, to be
converted to cash and available for liquidation of current liabilities within 12 months of the statements of
net position date. Liabilities that can be reasonably expected, as the normal operation, to be liquidated
within 12 months of the statements of net position are considered current. All other assets and liabilities
are considered to be noncurrent.

Cash and cash equivalents: The Student Union considers all highly liquid debt instruments purchased
with an original maturity of three months or less to be cash equivalents. Student Union maintains its cash
and cash equivalents in bank accounts which, at times, may exceed federally insured limits. Student
Union has not experienced any losses in such accounts and believes it is not exposed to any significant
credit risk.

Accounts receivable: Accounts receivable are recorded when services are performed at the actual
amount expected to be collected. Management has determined that no allowance for doubtful accounts is
necessary at June 30, 2019 and 2018.

Restricted cash: The Student Union contracts with Ticketmaster to gain access to its hardware and
software. The Student Union serves as a Ticketmaster outlet that allows the sale of all tickets on the
system as well as Event Center Arena ticket sales and tickets for other campus events. As part of the
agreement, a letter of credit is required in the amount of $25,000, payable to Ticketmaster.

Funds held in trust: The Student Union holds three accounts in trust:

Glass Reserve Account : This account was established upon mutual agreement between the
Student Union and Spartan Shops, Inc., another auxiliary on the campus. The funds are specifically
designated for the repair and replacement of any exterior glass in the Student Union building. All
repairs and replacement of glass are handled by the Student Union, as well as payment of any
vendor invoices. The balances in this account as of June 30, 2019 and 2018, were $0 and $2,814,
respectively.
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The Student Union of San José State University
(A California State University Auxiliary Organization)

Notes to Financial Statements

Note 6. Employment Benefit and Compensation Plans (Continued)

At June 30, the Student Union reported deferred inflows of resources and deferred outflows of resources
related to OPEB from the following sources:

2019

Deferred Deferred

Outflows of Inflows of

Resources Resources
Differences between expected and actual experience $ - $ 174,453
Changes of assumptions - 248,874

Net difference between projected and actual earnings

on OPEB plan investments - 54,359

Contributions subsequent to the measurement date 243,796 -
Total $ 243,796 $ 477,686

Of the total amount reported as deferred outflows at June 30, 2019, related to OPEB, $243,796 resulting
from Student Union contributions subsequent to the measurement date and before the end of the fiscal
year will be included as a reduction of the net OPEB liability for the year ended June 30, 2019. Other
amounts reported as deferred inflows of resources related to OPEB will be recognized in OPEB expense
as follows:

June 30, 2019

Years ending June 30:

2020 $ (63,625)
2021 (63,625)
2022 (63,623)
2023 (49,146)
2024 (46,415)
Thereafter (191,252)

Total $  (477,686)
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The Student Union of San José State University
(A California State University Auxiliary Organization)

Notes to Financial Statements

Note 6. Employment Benefit and Compensation Plans (Continued)

Sensitivity of the net OPEB liability to changes in the discount rate: The following presents the net OPEB
liability of the Student Union, as well as what the Student Union |
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The Student Union of San José State University
(A California State University Auxiliary Organization)

Notes to Financial Statements

Note 8. Operating Leases

The following properties are leased from the Trustees of the California State University: the Student
Union building, the ATM kiosk, the Aquatic Center and the Event Center building. The renewed lease
agreement expires June 30, 2021, and requires the Student Union § compliance with various conditions
concerning operation of the facilities. The Student Union does not pay monthly rent to the University but
does reimburse the University for Cost Allocations to Non-CSU Fund Entities for Expenses incurred by
the CSU Operating Fund. These cost allocations are billed quarterly. The Student Union paid the
University $594,768 and $665,772 in 2019 and 2018, respectively, for these cost allocations. Cost
allocations include reimbursement for SJSU Business and Financial Services, Chancellor § Office annual
audit fees, Information Technology services, University police security fees, property and building
insurance as well as facility use fees. Cost allocation for the fiscal year ending June 30, 2020 is estimated
at $738,516. The opening of the Recreation and Aquatic Center and the east and west wings of the new
Student Union is the main reason for increased facility use fees.

The Student Union leases space in its facilities to other auxiliary organizations of the University,
departments of the University and organizations external to the University. The Student Union § rental
revenue for fiscal years 2019 and 2018 was $2,921,423 and $2,684,755, respectively.

Note 9. Related Parties

The Student Union is a nonprofit organization incorporated to provide various services to the students
and the campus community at the University. Accordingly, related parties include the University, other
auxiliary organizations of the University, its students and student organizations, as well as the Student
Union Board of Directors (consisting of students, facility, community and administrative personnel).

Receivables from affiliates at June 30 are as follows:

The receivables from affiliates are included on the accompanying statements of net position as accounts
receivable.
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The Student Union of San Jos é State University
(A California State University Auxiliary Organization)

Other Information
June 30, 2019
(for inclusion in the California State University)

1 Cash and cash equivalents:
Portion of restricted cash and cash equivalents related to endowments

All other restricted cash and cash equivalents $ 25,000
Noncurrent restricted cash and cash equivalents 25,000
Current cash and cash equivalents 904,307

Total $ 929,307

2.1 Composition of investments:
Current Noncurrent Total

Money market funds $ 43,260 $ 43,260
Repurchase agreements -
Certificates of deposit -
U.S. agency securities -
U.S. treasury securities -
Municipal bonds -
Corporate bonds -
Asset backed securities -
Mortgage backed securities -
Commercial paper -
Mutual funds 2,402,878 7,220,271 9,623,149
Exchange traded funds -
Equity securities -
Alternative investments:
Private equity (including limited partnerships) -
Hedge funds -
Managed futures -
Real estate investments (including REITS) -
Commodities -
Derivatives -
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