





Independent Auditor’s Report

Board of Directors
Tower Foundation of San José State University

Report on the Financial Statements

We have audited the accompanying financial statements of the Tower Foundation of San José State
University (a California State University auxiliary organization) (the Foundation), which comprise the
statements of net position as of June 30, 2020 and 2019, the related statements of revenues, expenses
and changes in net position, and cash flows for the years then ended, and the related notes to the
financial statements.

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 the 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 audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor § 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

Foundation § 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 Foundation § 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 the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Tower Foundation of San José State University as of June 30, 2020 and 2019,
and the changes in its net position and its cash flows for the years then ended, in accordance with
accounting principles generally accepted in the United States of America.



Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management §
discussion and analysis on pages 3 through 7 be presented to supplement the financial statements. Such
information, although not a part of the financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the 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 § responses
to our inquiries, the financial statements and other knowledge we obtained during our audit of the
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.

Other Inform ation

Our audits were conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Foundation § financial statements. The accompanying schedules, listed in the
table of contents as supplementary information, are presented for purposes of additional analysis and are
not a required part of the basic financial statements.

The supplementary information is presented for purposes of additional analysis and is not a required part
of the financial statements. Such information is the responsibility of management and was derived from,
and relates directly to, the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audits 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 financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the information is
fairly stated, in all material respects, in relation to the financial statements as a whole.

PSKM VS LLP

Tacoma, Washington
September 23, 2020









Tower Foundation of San José State University
(A California State University Auxiliary Organization)

Management’s Discussion and Analysis
Years Ended June 30, 2020 and 2019

Condensed Summary of Net Position (Continued)

Other noncurrent assets decreased $4.9 million from FY 2019 to FY 2020 due primarily to a decrease of
$4.0 million in restricted investments. Other noncurrent assets increased $4.2 million from FY 2018 to FY
2019 due primarily to an increase of $6.3 million in restricted cash and investments and increase of
$2.0 million in funds held in trust, offset by a $4.0 million decrease in long-term pledges receivable.

Liabilities: Total liabilities decreased $0.7 million from FY 2019 to FY 2020 due primarily to decrease in
due to affiliated auxiliary organizations. Total liabilities increased $1.8 million from FY 2018 to FY 2019
due primarily to funds held in trust.

Net position: Total net position decreased by $6.6 million from FY 2019 to FY 2020 due primarily to a
decrease in restricted expendable other. Total net position increased by $1.2 million from FY 2018 to
FY 2019 due primarily to an increase in restricted nonexpendable endowments.

Restricted resources: Net position of the Foundation includes funds that are restricted by the donor. The
following summarizes which funds are restricted, the type of restriction and the amount as of June 30:

Restricted net position:

2020 2019 2018
Nonexpendable endowments $ 119,777,031 $ 114,974,441 $ 111,922,893
Expendable:
Endowments $ 10,620,973 $ 11,320,136 $ 11,099,810
Other 66,914,001 77,247,911 77,933,447

$ 77534974 $ 88,568,047 $ 89,033,257

Nonexpendable net position increased $4.8 million in FY 2020 primarily due to dividend income on
investment and $3.1 million in FY 2019 primarily due to new gifts to the endowment.



Tower Foundation of San José State University
(A California State University Auxiliary Organization)

Management’s Discussion and Analysis
Years Ended June 30, 2020 and 2019

Condensed Summary of Revenues, Expenses and Changes in Net Position

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

Operating revenues: Gifts, pledges and bequests decreased by $4.2 million from FY 2019 to FY 2020
and decreased by $4.4 million from FY 2018 to FY 2019.

Nonmonetary gifts increased by $1.6 million from FY 2019 to FY 2020 and decreased by $0.2 million from
FY 2018 to FY 2019.






Tower Foundation of San José State University
(A California State University Auxiliary Organization)

Statements of Net Position
June 30, 2020 and 2019

2020 2019
Assets
Current assets:
Cash and cash equivalents $ 20,631,147 % 21,830,201
Pledges receivable, current portion, net of allowance for uncollectible pledges of
$148,301 and $150,462 in 2020 and 2019, respectively (Note 2) 4,795,060 5,868,021
Due from affiliated auxiliary organizations (Note 6) - 178,282
Prepaid expenses and other 137,622 17,263
Total current assets 25,563,829 27,893,767
Noncurrent assets:
Pledges receivable, less current portion, net of allowance for uncollectible
pledges of $354,111 and $354,734 in 2020 and 2019, respectively (Note 2) 10,353,732 12,445,603
Bequests receivable (Note 2) 6,568,081 6,381,174
Charitable gift annuity receivable 1,144,690 1,138,132
Funds held in trust 2,875,819 2,584,441
Restricted cash for investments (Note 3) 2,466,838 994,831
Restricted investments 155,319,745 159,291,856
Other assets 115,866 911,057
Total noncurrent assets 178,844,771 183,747,094
Total assets $ 204,408,600 $ 211,640,861
Liabilities and Net Position
Current liabilities:
Accounts payable and accrued liabilities $ 411,093 $ 666,341
Due to affiliated auxiliary organizations (Note 6) 331,841 933,244
Funds held in trust liability 152,975 124,680
Total current liabilities 895,909 1,724,265
Noncurrent liabilities, funds held in trust liability, net of current 1,815,699 1,650,108
Total liabilities 2,711,608 3,374,373
Commitments and contingencies (Notes 8 and 10)
Net position:
Restricted for:
Nonexpendable endowments 119,777,031 114,974,441
Expendable:
Endowments 10,620,973 11,320,136
Other 66,914,001 77,247,911
Unrestricted:
Board designated 2,178,524 2,089,067
Other 2,206,463 2,634,933
Total net position $ 201,696,992  $ 208,266,488

See notes to financial statements.



Tower Foundation of San José State University
(A California State University Auxiliary Organization)

Statements of Revenues, Expenses and Changes in Net Position



10






Tower Foundation of San José State University
(A California State University Auxiliary Organization)

Notes to Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies (Continued)

Nonmonetary gifts: Nonmonetary gifts consist of donations of securities and other nonmonetary items
and are recorded at their fair value at the date of the gift. It is the policy of the Foundation to sell
nonmonetary items as soon as practicable.

Investments: Investments are measured and recorded at fair value. The value of investments in equity
and mutual funds were derived from quoted prices in active markets. The real estate investment is valued
based on the appraisal report. Alternative investments include investments in private equity and real
estate funds and are valued based on the net asset value of the underlying investments. Realized and
unrealized gains and losses are included on the statements of revenues, expenses and changes in net
position. Dividend and interest income are recorded when earned.

Endowments: Endowments are classified by donor restriction. Investment appreciation and depreciation
are presented as restricted expendable net position unless donor restrictions require preservation of
investment returns.

Compensated absences: The Foundation accrues vacation benefits for eligible employees at various
rates depending upon length of service. Eligible full-time employees accrue sick leave at the rate of four
hours per pay period. Employees are not paid for unused sick leave at the end of employment. At

June 30, 2020, the Foundation had a balance of $89,226 of compensated absences. In 2020, $104,844
of compensated absences was earned and $133,362 was used. At June 30, 2019, the Foundation had a
balance of $117,744 of compensated absences. In 2019, $117,898 of compensated absences was
earned and $95,088 was used.

Other Postemployment Benefits (OPEB): For purposes of measuring the net OPEB liability, deferred
outflows and inflows of resources related to OPEB, and OPEB expense, information about the fiduciary
net position of the Foundation § OPEB plan, and additions to or deductions from the Foundation § OPEB
plan fiduciary net position have been determined on the same basis as they were reported by CSU
Auxiliaries Multiple Employer VEBA Trust. For this purpose, the Foundation recognizes benefit payments
when due and payable in accordance with the benefit terms. Investments are reported at fair value.

Net position: The Foundation § net position is classified into the following categories:

Restricted nonexpendable net position: All net position for which donor-imposed restrictions require
that the donated assets be invested in perpetuity to provide a permanent source of income is reported as
restricted nonexpendable net position. Net position in this category consists of endowments held by the
Foundation.

Restricted expendable net position:  All net position received, subject to donor-imposed restrictions,
which requires that the resources be used in a specified future period or for a specified purpose, or both,
is reported as restricted expendable net position.

Unrestricted net position:  All net position that is not subject to donor-imposed restrictions is reported as

unrestricted net position. In addition, unrestricted net position may be designated by the board of directors
of the Foundation.
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Tower Foundation of San José State University
(A California State University Auxiliary Organization)

Notes to Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies (Continued)

Revenue: Revenue from gifts is recorded as revenue when it is verifiable, measurable and all applicable
requirements have been met. Gifts subject to donor restriction are reflected as restricted expendable or
restricted nonexpendable revenue, depending upon the nature of the donor restriction. When a donor
restriction expires, that is, when a stipulated time restriction ends or purpose restriction is accomplished,
restricted expendable net position is reclassified to unrestricted net position.

Income, realized and unrealized gains and losses from investments, and all other revenue are recorded
when earned.

Income taxes: The Foundation is exempt from federal income taxes under Section 501(c)(3) of the IRC
as a nonprofit organization whereby only unrelated business income is subject to federal income tax.
Accordingly, no provision for income taxes has been recorded. Form 990, filed by the Foundation, is
subject to examination by the Internal Revenue Service up to three years from the extended due date of
each return. Generally, the Foundation is no longer subject to income tax examinations by the

U.S. federal, state or local tax authorities for years before 2017.

Use of estimates: The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, and disclosure of contingent assets
and liabilities, at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting periods. Actual results could differ from those estimates.

Recent accounting pronouncements: In January 2017, the GASB issued Statement No. 84, Fiduciary
Activities. The objective of this statement is to improve guidance regarding the identification of fiduciary
activities for accounting and reporting purposes and how those activities should be reported and this
statement establishes criteria for identifying fiduciary activities. The requirements of this statement are
originally effective for reporting periods beginning after December 15, 2018. In May 2020, GASB issued
Statement No. 95, Postponemen
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Tower Foundation of San José State University
(A California State University Auxiliary Organization)

Notes to Financial Statements

Note 3. Restricted Cash and Investments (Continued)

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 § 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 § credit quality is an assessment of the issuer § 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 § Investors Service or Standard & Poor §. The lower the rating, the greater the chance the bond
issuer will default or fail to meet its payment obligations. Generally, the lower a bond § credit rating, the
higher the yield should be to compensate for the additional risk.

Concentration of credit risk: The Policy of the Foundation contains certain limitations on the amount
that can be invested in any one issuer and is listed above. The Foundation did not have any investments
in any one issuer (other than U.S. Treasury securities, mutual funds and external investment pools) that
represent 5% or more of the Foundation § total investments for the years ended June 30, 2020 and 2019.

Custodial credit risk for investments is the risk that if the counterparty to an investment transaction were
to fail, the Foundation would not be able to recover its investment. With respect to investments, custodial
credit risk generally applies only to direct investments in marketable securities. Custodial credit risk does
not apply to indirect investment in securities through the use of mutual funds and government investment
pools. U.S. Treasury issues and Federally Sponsored Enterprise issues are held by Securities Investor
Protection Corporation-insured brokers and are not registered with the issuer in the Foundation § name.

Note 4. Fair Value Measurement

GASB Statement No. 72, Fair Value Measurement and Application, requires assets and liabilities to be
measured at fair value and disclosures to be made on the fair value measurements, the level of fair value
hierarchy, and valuation techniques. Fair value is defined as the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date, and disclosed in one of the following hierarchies:

Level 1: Inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: Inputs other than quoted prices in active markets for identical assets or liabilities, either directly
or indirectly.

Level 3: Inputs that are unobservable in situations where there is little or no market activity for the asset
or liability and significant to the overall fair value measurement.

Investments held by the Foundation are measured and recorded at fair value. The Foundation § 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 value of the alternative investments is primarily based on the net asset value (NAV)
of the underlying investments. The NAV is reported by the external investment managers in accordance
with their policies as described in their respective financial statements and offering memoranda.
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Tower Foundation of San José State University
(A California State University Auxiliary Organization)

Notes to Financial Statements

Note 9. Retirement Plan and Postemployment Benefits (Continued)

The following shows the Foundation § net OPEB details for the years ended June 30:

2020 2019

Total OPEB (liability) asset

Service cost $ 8,864 $ 10,932
Interest 11,770 11,999
Differences between expected and actual experience 1,276 27,085
Changes of assumptions - (43,562)
Benefit payments, including refunds of employee contributions (8,503) (7,940)
Net change in total OPEB (liability) asset 13,407 (1,486)
Total OPEB asset - beginning (a) 191,477 192,963
Total OPEB asset - ending (b) $ 204,884 $ 191,477
Plan fiduciary net position

Contributions - employer $ 8503 % 7,940
Net investment income 20,580 27,807
Benefit payments, including refunds of employee contributions (8,503) (7,940)
Administrative expense (1,587) (1,184)
Net change in plan fiduciary net position $ 18,993 $ 26,623
Plan fiduciary net position - beginning (c) $ 434,044 $ 407,421
Plan fiduciary net position - ending (d) 453,037 434,044
Net OPEB asset - beginning (a) - (c) 242,567 214,458
Net OPEB asset - ending (b) - (d) 248,153 242,567

Note 10. Subsequent Events

In preparing the financial statements, the Foundation has evaluated events and transactions for

subsequent event disclosure through September 23, 2020, the date of the auditor § report.
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Tower Foundation of San José State University
Schedule of Revenues, Expenses and Changes in Net Position
Year ended June 30, 2020
(for inclusion in the California State University)

Revenues:
Operating revenues:

Student tuition and fees, gross $ -
Scholarship allowances (enter as negative) -

Grants and contracts, noncapital:
Federal -
State -
Local -
Nongovernmental -

Sales and services of educational activities -

Sales and services of auxiliary enterprises, gross -
Scholarship allowances (enter as negative) -

Other operating revenues 20,158,114

Total operating revenues 20,158,114

Expenses:
Operating expenses:

Instruction 223,229
Research -
Public service -
Academic support 11,749,695
Student services 4,007,462
Institutional support 3,640,395
Operation and maintenance of plant -
Student grants and scholarships 3,630,567
Auxiliary enterprise expenses 2,534,069
Depreciation and amortization -

Total operating expenses 25,785,417

Operating income (loss) (5,627,303

Nonoperating revenues (expenses):
State appropriations, noncapital -
Federal financial aid grants, noncapital -
State financial aid grants, noncapital -
Local financial aid grants, noncapital -
Nongovernmental and other financial aid grants, noncapital -
Other federal nonoperating grants, noncapital -
Gifts, noncapital -
Investment income (loss), net (1,696,670
Endowment income (loss), net -
Interest expense -

Other nonoperating revenues (expenses) - excl. interagency transfers 754,477
Net nonoperating revenues (expenses) (942,193
Income (loss) before other revenues (expenses) (6,569,496

State appropriations, capital -
Grants and gifts, capital -
Additions (reductions) to permanent endowments -

Increase (decrease) in net position (6,569,496
Net position:
Net position at beginning of year, as previously reported 208,266,488
Restatements -
Net position at beginning of year, as restated 208,266,488
Net position at end of year $ 201,696,992
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Tower Foundation of San José State University
Other Information
June 30, 2020
(for inclusion in the California State University)

1 Cash and cash equivalents:

Portion of restricted cash and cash equivalents related to endowmentsb 460,562
All other restricted cash and cash equivalents 2,006,276
Noncurrent restricted cash and cash equivalents 2,466,838
Current cash and cash equivalents 20,631,147
Total $ 23,097,985

2.1 Composition of investments:
Investment Type Current Noncurrent Fair Value

Money market funds -
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 66,979,102 66,979,1
Exchange traded funds
Equity securities 78,024,551 78,024,5
Alternative investments:

Private equity (including limited partnerships) 10,316,092 10,316,0

Hedge funds

Managed futures

Real estate investments (including REITS)

Commodities

Derivatives

Other alternative investment
Other external investment pools
CSU Consolidated Investment Pool (formerly SWIFT)
State of California Local Agency Investment Fund (LAIF)
State of California Surplus Money Investment Fund (SMIF)
Other investments:

Total Other investments - -

Total investments - 155,319,745 155,319,7
Less endowment investments (enter as negative number) (148,286,767) (148,286,76
Total investments, net of endowments $ - 7,032,978 7,032,9
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Tower Foundation of San José State University
Other Information (Continued)
June 30, 2020
(for inclusion in the California State University)

2.2 Fair value hierarchy in investments:
Quoted Prices in Active
Investment Type Fair Value Markets for Identical
Assets (Level 1)

Significant Other Observable Significant Unobservable

Inputs (Level 2) Inputs (Level 3) Net Asset Value (NAV)

Money market funds $ -
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 66,979,102 66,979,102
Exchange traded funds -
Equity securities 78,024,551 78,024,551
Alternative investments:
Private equity (including limited partnerships) 10,316,092 10,316,09
Hedge funds -
Managed futures -
Real estate investments (including REITs) -
Commodities -
Derivatives -
Other alternative investment -
Other external investment pools -
CSU Consolidated Investment Pool (formerly SWIFT) -
State of California Local Agency Investment Fund (LAIF) -
State of California Surplus Money Investment Fund (SMIF) -
Other investments:

Total Other investments $ - -
Total investments 155,319,745 145,003,653 - - 10,316,09

2.3 Investments held by the University under contractual agreements:
Instruction: Amounts should agree with University's investments held on behalf of Discretely Presented Component Units.

Current Noncurrent Total

Investments held by the University under contractual agreements
e.g - CSU Consolidated Investment Pool (formerly SWIFT):
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Tower Foundation of San José State University
Other Information (Continued)
June 30, 2020
(for inclusion in the California State University)
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Tower Foundation of San José State University
Other Information (Continued)
June 30, 2020
(for inclusion in the California State University)

6 Long-term debt obligations schedule:
Auxiliary revenue bonds (non-SRB related) All other long-term debt obligations Total long-term debt obligations

Principal Interest Principal and Interest Principal Interest Principal and Interest Principal Interest Principal and Interest

Year ending June 30:
2021 - - - -
2022 - - - -
2023 - B - N
2024 - - - -
2025 - - - -
2026 - 2030 - - - -
2031 - 2035 - - - -
2036 - 2040 - - - -
2041 - 2045 - - - -
2046 - 2050 - - - -
Thereafter - - - -

Total minimum payments $ - - - - - B N -

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

7 Transactions with related entities:
Payments to University for salaries of University personnel working o

1,029,72
contracts, grants, and other programs 029,726

Payments to University for other than salaries of University personnel 1,971,893
Payments received from University for services, space, and programs 592,572

Gifts-in-kind to the University from discretely presented component units

Gifts (cash or assets) to the University from discretely presented
component units

Accounts (payable to) Universifgnter as negative number) (253,309)
Other amounts (payable to) Universignter as negative number)

Accounts receivable from Universifgnter as positive number)

4,087,422

Other amounts receivable from Univerdignter as positive number)

8 Restatements
Provide a detailed breakdown of the journal entries (at the financial statement line items level) booked to record each restatement:
Debit/(Credit)

Restatement #1 Enter transaction description

Restatement #2 Enter transaction description
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Tower Foundation of San José State University
Other Information (Continued)
June 30, 2020
(for inclusion in the California State University)
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