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NANCY C. BELTON

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
California State University, Bakersfield, Foundation
Bakersfield, California

We have audited the accompanying statements of financial position of California State
University, Bakersfield, Foundation as of June 30, 2012 and 2011, and the related
statements of activities and cash flows for the years then ended. These financial statements
are the responsibility of California State University, Bakersfield, Foundation’s management.
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 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 audits to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of California State University, Bakersfield, Foundation’s internal
control over financial reporting. Accordingly we express no such opinion. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to previously present fairly, in all material
respects, the financial position of California State University, Bakersfield, Foundation as of
June 30, 2012 and 2011, and the changes in its net assets and its cash flows for the years then
ended in conformity with accounting principles generally accepted in the United States of
America.
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In accordance with Government Auditing Standards, we have also issued our report dated
September 25, 2012 on our consideration of California State University, Bakersfield,
Foundation's internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, and other matters. The
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 and should be considered
in assessing the results of our audit.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplementary schedules on pages 22 through 33 are presented as
required by the California State University, for their use in including the California State
University, Bakersfield, Foundation as an auxiliary organization component unit in their
combined financial statements. This information 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 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 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 supplementary schedules on pages 22 through 33 are fairly stated
in all material respects in relation to the financial statements as a whole.
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Bakersfield, California
September 25, 2012



CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

STATEMENTS OF FINANCIAL POSITION
June 30, 2012 and 2011

2011
(Restated -
2012 Note 15)
ASSETS
Current Assets
Cash and cash equivalents (Note 2) $ 1,464,656 $ 3,468,739
Pledges receivable, less allowance for doubtful
pledges 2012 $64,618; 2011 $325,830 (Note 3) 337,772 567,271
Other receivables, less allowance for doubtful
accounts 2012 $17,472; 2011 $17,472 60,566 117,057
Due from related parties (Note 13) - 77,718
Total current assets 1,862,994 4,230,785
Investments and Other Assets
Investments (Notes 4 and 5) 23,332,313 23,209,963
Pledges receivable, less allowance for doubtful
pledges 2012 $104,504; 2011 $72,852 (Note 3) 548,646 837,801
23,880,959 24,047,764
Property and Equipment
Land and land improvements 79,309 80,309
Buildings and building improvements 4,313,563 4,313,563
Improvements other than buildings 1,064,291 1,062,165
Equipment 1,958,503 1,996,159
7,415,666 7,452,196
Less accumulated depreciation 3,576,084 3,426,455
3,839,582 4,025,741
$ 29,583,535 $ 32,304,290

See Notes to Financial Statements.




2011

(Restated -
2012 Note 15)
LIABILITIES AND NET ASSETS
Current Liabilities
Current portion of long term debt (Notes 7 and 13) $ 26,893 % 25,959
Current portion of accrued postretirement cost (Note 10) 171,755 292,751
Accounts payable 159,798 32,436
Accrued liabilities 142,871 165,967
Due to related parties (Note 13) 43,390 595,454
Receipts in excess of expenditures on sponsored programs 330,016 502,497
Deposits in excess of withdrawals for agency accounts 151,303 286,691
Total current liabilities 1,026,026 1,901,755
Long-term debt (Notes 7 and 13) 71,293 98,186
Accrued postretirement cost (Note 10) 1,965,918 2,222,604
Net Assets (Note 8)
Unrestricted 7,516,525 5,603,818
Temporarily restricted 4,625,764 8,307,103
Permanently restricted (Note 6) 14,378,009 14,170,824
26,520,298 28,081,745
$ 29,583,535 $ 32,304,290




CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

STATEMENTS OF ACTIVITIES
Years Ended June 30, 2012 and 2011

2012

Temporarily  Permanently

Unrestricted Restricted Restricted Total

Revenues and Other Support:

Contributions $ 1483652 $ 329361 $ 207,185 $ 2,020,198

Scholarships 5,248 133,548 - 138,796
Grants and contracts 15,000 - - 15,000
Athletics 748,424 194,032 - 942,456
Children's Center 681,101 - - 681,101
Gifts in kind 123,763 - - 123,763
Net realized and unrealized gain (loss)
on investments (52,724) (239,573) - (292,297)
Interest 120,369 325,158 - 445,527
(Loss) on disposition of assets (1,000) - - (1,000)
Other 1,186,221 - - 1,186,221
Net assets released from restriction 4,423,865 (4,423,865) - -
Total revenue and other support 8,733,919 (3,681,339) 207,185 5,259,765
Expenses:
Program services:
Scholarships 145,455 - - 145,455
Grants and contracts 519,599 - - 519,599
Athletics 2,749,926 - - 2,749,926
Children's Center 1,037,176 - - 1,037,176
Total program services 4,452,156 - - 4,452,156
Supporting Services:
General and administrative 2,211,955 - - 2,211,955
Fundraising 157,101 - - 157,101
Total supporting services 2,369,056 - - 2,369,056
Total expenses 6,821,212 - - 6,821,212
Increase (decrease) in net assets 1,912,707 (3,681,339) 207,185 (1,561,447)
Net assets, beginning, as originally reported 5,603,818 8,307,103 14,170,824 28,081,745
Prior period adjustment (Note 15) - - - -
Net assets, beginning, as restated 5,603,818 8,307,103 14,170,824 28,081,745
Net assets, ending $ 7,516,525 $ 4,625,764 $ 14,378,009 $ 26,520,298

See Notes to Financial Statements.



2011 (Restated - Note 15)

Temporarily Permanently
Unrestricted Restricted Restricted Total

$ 1,051,284 % 183,141 $ 776,399 $ 2,010,824
56,624 770,366 - 826,990
745,966 914,275 - 1,660,241
687,577 - - 687,577
59,100 - - 59,100
746,923 2,958,485 - 3,705,408
123,219 433,697 - 556,916
(5,926) - - (5,926)
1,385,113 - - 1,385,113
1,196,062 (1,196,062) - -
6,045,942 4,063,902 776,399 10,886,243
546,338 - - 546,338
502,522 - - 502,522
3,054,169 - - 3,054,169
858,754 - - 858,754
4,961,783 - - 4,961,783
2,469,397 - - 2,469,397
406,095 - - 406,095
2,875,492 - - 2,875,492
7,837,275 - - 7,837,275
(1,791,333) 4,063,902 776,399 3,048,968
10,990,986 4,243,201 13,394,425 28,628,612
(3,595,835) - - (3,595,835)
7,395,151 4,243,201 13,394,425 25,032,777
$ 5,603,818 $ 8,307,103 $14,170,824 $ 28,081,745




CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

STATEMENTS OF CASH FLOWS
Years Ended June 30, 2012 and 2011

2011
(Restated -
2012 Note 15)
Cash Flows from Operating Activities
Change in net assets $ (1,561,447) $ 3,048,968
Adjustments to reconcile change in net assets to net
cash provided by (used in) operating activities:
Net unrealized and realized (gain) loss on investments 292,297 (3,705,408)
Change in allowance for doubtful accounts (229,560) (37,653)
Loss on disposition of fixed assets 1,000 5,926
Donated fixed assets (20,701) -
Donated investments (1,068) (50,154)
Depreciation 195,860 192,908
Decrease in receivables 882,423 430,640
Increase (decrease) in accounts payable and accrued liabilities (755,667) 280,958
Increase (decrease) in other liabilities (377,682) 226,722
Net cash provided by (used in) operating activities (1,564,545) 392,907
Cash Flows from Investing Activities
Proceeds from sale of investments 1,200,000 412,298
Purchase of investments (1,613,579) (516,039)
Net cash provided by (used in) investing activities (413,579) (103,741)
Cash Flows from Financing Activities
Principal (payments) on long-term borrowings -
Net cash (used in) financing activities (25,959) (25,056)
Net increase (decrease) in cash and cash equivalents (2,004,083) 264,110
Cash and cash equivalents
Beginning 3,468,739 3,204,629
Ending $ 1,464,656 $ 3,468,739
Supplemental Disclosure of Cash Flow Information
Cash payments for interest $ 4,469 $ 5,371

See Notes to Financial Statements.




CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Note 1. Nature of Activities and Summary of Significant Accounting Policies

Nature of Activities: California State University, Bakersfield, Foundation (the Foundation)
provides essential services to the students, faculty and staff of California State University,
Bakersfield that cannot be provided through State procedure.

A summary of the Foundation’s significant accounting policies follows:

Accounting Policies: The Foundation accounts for its financial transactions in accordance with
the policies and procedures of the California State University Auxiliary Organization’s
Accounting and Reporting System. The accounting policies of the Foundation conform to
accounting principles generally accepted in the United States of America.

Use of estimates: The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amount 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 period. Actual results could
differ from those estimates. An estimate considered to be significant to the financial statements
is the allowance for uncollectible pledges.

Contributions: Gifts of cash and other assets are presented as restricted support if they are
received with donor stipulations that limit the use of the donated assets. When a donor
restriction expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished, temporarily restricted net assets are reclassified to unrestricted net assets and
reported in the statement of activities as net assets released from restrictions.

Gifts of cash and other assets are presented as unrestricted support unless explicit donor
stipulations specify how the assets must be used. Gifts of long-lived assets with explicit
restrictions that specify how the assets are to be used and gifts of cash or other assets that
must be used to acquire long-lived assets are reported as restricted support. Absent explicit
donor stipulations about how long those long-lived assets must be maintained, the Foundation
reports expirations of donor restrictions when the donated or acquired long-lived assets are
placed in service (as the assets are used in the Foundation’s activities). Donated materials and
services are recorded at fair market value whenever an objective basis is available to quantify
the donation for financial presentation and depreciable purposes.

Revenue recognition: Revenue from grants and contracts is recognized as funds are expended.
All commercial revenue including supply sales, food sales, etc. is recorded when earned.
Federal grant awards are classified as deferred revenue until expended for the purposes of the
grants.

Cash and cash equivalents: For purposes of the statement of cash flows, the Foundation
considers cash on hand, cash on deposit and all highly liquid investments available for current
use with an initial maturity of three months or less to be cash equivalents.



CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Cash as of June 30, 2012 included approximately $1,126,000 held by financial institutions,
which exceeded the insurance limits of the Federal Deposit Insurance Corporation.

Investments Valuation and Income Recognition: Financial statement presentation follows the
guidance in the FASB Accounting Standards Codification for Not-for-Profit Entities. Accordingly,
investments in marketable securities with readily determinable fair values and all investments in
debt securities are reported at their fair values in the statement of financial position. Fair value
is 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. See Note 5 for further
discussion of fair value measurements.

Property and equipment: Property and equipment is stated at cost. When cost information is
not available, appraised values are used. Depreciation of property and equipment is computed
on the straight-line method over estimated useful lives of three to thirty years. All acquisitions of
property and equipment in excess of $5,000 and all expenses for repairs, maintenance,
renewals, and betterments that materially prolong the useful lives of assets are capitalized.

Postretirement benefits: The Foundation provides certain health care benefits for all retired
employees that meet eligibility requirements. The Foundation’s share of the estimated costs of
benefits that will be paid after retirement is generally accrued by charges to expense over the
employees’ service periods to the dates they are fully eligible for benefits, except that the
Foundation’s unfunded cost that existed at June 30, 1995 is being accrued primarily in a
straight-line manner that will result in its full accrual by June 30, 2015.

Donated materials: The Foundation receives donated materials from individuals and
organizations to use in their supporting services. The value of these donated materials are
reflected as contributions and expenses in the statement of activities at their estimated fair
value.

Income taxes: The Foundation is exempt from federal and state income taxes under Section
501(c)(3) of the Internal Revenue Code and related state code sections, except for taxes on
unrelated business income. Taxes on unrelated business income are generally immaterial.

The Foundation has adopted the accounting standard on accounting for uncertainty in income
taxes, which address the determination of whether tax benefits claimed or expected to be
claimed on tax return should be recorded in the financial statements. Under this guidance, the
Foundation may recognize the tax benefit from an uncertain tax position only if it is more-likely-
than-not that the tax position will be sustained on examination by taxing authorities, based on
the technical merits of the position. The tax benefits recognized in the financial statements from
such a position are measured based on the largest benefit that has a greater than 50%
likelihood of being realized upon ultimate settlement. The guidance on accounting for
uncertainty in income taxes also addresses de-recognition, classification, interest and penalties
on income taxes, and accounting in interim periods.

Management evaluated the Foundation’s tax positions and concluded that they had taken no
uncertain tax positions that require adjustment to the financial statements to comply with the
provisions of this guidance. With few exceptions, the Foundation is no longer subject to income
tax examinations by the U.S. federal, state or local tax authorities for years before 2008.
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Compensated Absences: Employees of the Foundation are entitled to paid vacation, paid sick
days, and personal days off, depending on job classification, length of service, and other
factors. Accrued vacation of $79,104 and $64,869 as of June 30, 2012 and 2011, respectively,
has been recorded in accrued expenses. Paid sick days and personal days off have not been
accrued, as employees are not entitled to sick days or personal days off pay upon termination of
employment.

Subsequent events: The Foundation has evaluated subsequent events through September 25,
2012, the date on which the financial statements were available to be issued. There were no

subsequent events identified by management which would require disclosure in the financial
statements.

Note 2. Cash and Cash Equivalents

Cash and cash equivalents consist of the following at June 30, 2012 and 2011:

2012 2011
Banks $ 335008 $ 1,042,178
Local agency investment fund 54 162,730
Brokers 1,125,994 2,260,231
On hand 3,600 3,600
Total cash and cash equivalents $ 1,464,656 $ 3,468,739
Note 3. Pledges Receivable
Pledges receivable are expected to be collected as follows:

2012 2011
Less than one year $ 337,772 $ 567,271
One to five years 548,646 837,801

$ 886,418 $ 1,405,072




CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Note 4. Investments

Investments are stated at fair value at June 30, 2012 and 2011. Cost, fair value and unrealized
appreciation (depreciation) at June 30, 2012 and 2011 are as follows:

2012
Unrealized
Appreciation
Cost Fair Value (Depreciation)
Bonds $ 1,400,897 $ 5,364,038 $ 3,963,141
Equities 9,424,797 12,918,844 3,494,047
Real estate fund 600,000 - (600,000)
Mutual funds 5,271,603 5,049,431 (222,172)
Total investments $ 16,697,297 $ 23,332,313 $ 6,635,016
2011
Unrealized
Appreciation
Cost Fair Value (Depreciation)
Bonds $ 2,786,857 $ 4,485331 $ 1,698,474
Equities 9,411,597 13,637,575 4,225,978
Real estate fund 600,000 - (600,000)
Mutual funds 3,894,716 5,087,057 1,192,341
Total investments $ 16,693,170 $ 23,209,963 $ 6,516,793




CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

NOTES TO FINANCIAL STATEMENTS

The following schedule summarizes the investment return and its classification in the
statements of activities for the years ended June 30, 2012 and 2011:

Interest income
Net realized and unrealized gains
Total reported investment return

Interest income
Net realized and unrealized gains
Total reported investment return

Note 5. Fair Value Measurements

2012
Temporarily  Permanently
Unrestricted Restricted Restricted Total
120,369 $ 325,158 $ - $ 445,527
(52,724) (239,573) - (292,297)
67,645 $ 85585 $ - $ 153,230
2011
Temporarily  Permanently
Unrestricted Restricted Restricted Total
123219 $ 433,697 $ - $ 556,916
746,923 2,958,485 - 3,705,408
$ 870,142 $ 3,392,182 $ - $ 4,262,324

The Fair Value Measurements topic of the FASB Accounting Standards Codification establishes
a framework for measuring fair value. That framework provides a fair value hierarchy that
prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives the
highest priority to unadjusted quoted prices in active markets for identical assets or liabilities
(level 1 measurements) and the lowest priority to unobservable inputs (level 3 measurements).
The three levels of the fair value hierarchy are described below:

Level 1

Level 2

Level 3

Inputs to the valuation methodology are unadjusted quoted prices for
identical assets or liabilities in active markets that the Foundation has the

ability to access.

Inputs to the valuation methodology include:

Quoted prices for similar assets or liabilities in active markets;
Quoted prices for identical or similar assets or liabilities in inactive

Inputs other than quoted prices that are observable for the asset

Inputs that are derived principally from or corroborated by
observable market data by correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input
must be observable for substantially the full term of the asset or liability.

Inputs to the valuation methodology are unobservable and significant to
the fair value measurement.
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

NOTES TO FINANCIAL STATEMENTS

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on
the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs and minimize the use of
unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value.
There have been no changes in the methodologies used at June 30, 2012:

Equity securities, corporate bonds and real estate fund: Valued at the closing price reported on
the active market on which the individual securities are traded.

Mutual funds: Valued at the net asset value (“NAV") of shares held by the Foundation at year
end.

The preceding methods described may produce a fair value calculation that may not be
indicative of net realizable value or reflective of future fair values. Furthermore, while the
Foundation believes its valuation methods are appropriate and consistent with other market
participants, the use of different methodologies or assumptions to determine the fair value of
certain financial instruments could result in a different fair value measurement at the reporting
date.

The following table presents information about the Foundation’s assets that are measured at fair
value on a recurring basis at June 30, 2012 and 2011 and indicates the fair value hierarchy of
the valuation techniques utilized to determine such fair value:

2012
Total Level 1 Level 2 Level 3
Bonds $ 5,364,038 $ 2646 $ 5325987 $ 35,405
Equities 12,918,844 5,282,914 7,326,869 309,061
Mutual funds 5,049,431 - 5,049,431

Total assets at fair value $ 23,332,313 $ 5,285560 $ 17,702,287 $ 344,466

2011
Total Level 1 Level 2 Level 3
Bonds $ 4,485,331 $ 23,781 $ 4,410,883 $ 50,667
Equities 13,637,575 5,329,650 7,638,029 669,896

Mutual funds 5,087,057 - 5,087,057 -
Total assets at fair value $ 23,209,963 $ 5,353,431 $ 17,135,969 $ 720,563
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Changes in Fair Value and Related Gains and Losses

The tables below set forth summaries of changes in the fair value of the Foundation’s Level 3
assets for the years ended June 30, 2012 and 2011.

Bonds Equities
Balance, July 1, 2010 $ 49518 $ 497
Realized gains - -
Unrealized gains relating to
instruments still held at the reporting date 1,149 32,534
Transfers in to Level - 636,865
Balance, June 30, 2011 50,667 669,896
Realized gains - -
Unrealized gains/(losses) relating to
instruments still held at the reporting date (4,749) 9,290
Transfers (out) of Level (10,513) (370,125)
Balance, June 30, 2012 $ 35405 $ 309,061
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Note 6. Endowments

The Foundation has adopted the guidance on net classification of donor restricted endowment
funds for a not-for-profit organization that is subject to an enacted version of the State Prudent
Management of Institutional Funds Act (SPMIFA) and also requires disclosures about
endowment funds, both donor-restricted endowment funds and institution-designated
endowment funds.

The Foundation’s endowments consist of funds established for a variety of purposes. As
required by accounting principles generally accepted in the United States of America, net assets
associated with endowment funds are classified and reported based on the existence or
absence of donor-imposed restrictions.

The Foundation has interpreted SPMIFA as requiring the preservation of the fair value of the
original gift as of the gift date of the donor-restricted endowment funds, absent explicit donor
stipulations to the contrary. As a result of this interpretation, the Foundation classifies as
permanently restricted net assets (a) the original value of gifts donated to the permanent
endowment, (b) the original value of subsequent gifts to the permanent endowment, and (c)
accumulations to the permanent endowment made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added to the fund. The
remaining portion of the donor-restricted endowment fund that is not classified in permanently
restricted net assets is classified as temporarily restricted net assets, until those amounts are
appropriated for expenditure by the Foundation in a manner consistent with the standard of
prudence prescribed by SPMIFA.

In accordance with SPMIFA, the Foundation considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

The duration and preservation of the fund

The purpose of the Foundation and the donor restricted endowment fund
General economic conditions

The possible effects of inflation and deflation

The expected total return from income and the appreciation of investments
Other resources of the Foundation

The investment policies of the Foundation

@~oooow

Spending policy: The Foundation’s spending policy allocates total earnings from the portfolio
between current spending and reinvestment for future earnings and has been designed with
three objectives in mind: (a) provide current programs with a predictable, stable stream of
revenues; (b) ensure that the purchasing power or real value of this revenue stream does not
decline over time; and (c) ensure that the purchasing power or real value of the Endowment
assets does not decline over time. The cost of current operating programs will likely increase
over time at least as fast as inflation. If the endowment is to cover a reasonably constant
portion of current operating expenses, endowment spending must increase at least as fast as
inflation. The Foundation’s policy is designed to preserve both the purchasing power of their
endowments and of their endowment spending withdrawals. Such a policy also ensures that
the competing needs of current and future generations of students and faculty are in financial
equilibrium. Lastly the Foundation has adopted an annual spending rate target of 5% of the
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Endowment’s Fair Market Value (FMV); computed on the December 31 FMV and available for
the next academic year commencing July 1.

Investment policy: The objective is to promote growth in the investment funds sufficient to offset
normal inflation plus reasonable spending, thereby preserving the constant-dollar value and
purchasing power of the funds for future generations, and to preserve the principal of operating
cash and reserves while producing market-level income. The minimum total-return objective for
the full portfolio shall be inflation plus 5%.

At times, the fair value of assets associated with these endowment funds may fall below the
level that the donors require the Foundation to retain as funds of perpetual duration. These
deficiencies result from unfavorable market fluctuations. In accordance with generally accepted
accounting principles deficits of this nature are reported as unrestricted net assets.

Endowment net asset composition by type of fund at June 30, 2012 follows:

Changes in endowment net assets (all donor—restricted) for the years ended June 30, 2012 and
2011 are as follows:

Temporarily Permanently

Unrestricted Restricted Restricted Total
Endowment fund net assets,

June 30, 2010 $ (965,586) $ 2,113,671 $ 13,394,425 $ 14,542,510
Contributions - - 776,399 776,399
Appropriations for endowment

assets, for expenditures - (1,355,156) - (1,355,156)
Investment return 965,103 2,958,485 - 3,923,588
Endowment fund net assets,

June 30, 2011 (483) 3,717,000 14,170,824 17,887,341
Contributions - - 207,185 207,185
Appropriations for endowment

assets, for expenditures - 116,034 - 116,034
Investment return (9,893) (239,573) - (249,466)
Endowment fund net assets,

June 30, 2012 $ (10,376) $ 3,593,461 $ 14,378,009 $ 17,961,094
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Note 7. Pledged Assets and Long-Term Debt

Long-term debt consists of the following as of June 30, 2012 and 2011:

2012 2011
Note payable to CSUB, secured by equipment,
due in annual installments of $30,428 including interest
at 3.6%, due November 2015 $ 98,186 $ 124,145

Aggregate maturities required on long-term debt as of June 30, 2012 are due in future years as
follows:

Year ending June,

2013 $ 26,893
2014 27,862
2015 28,865
2016 14,566

$ 98,186

Note 8. Restrictions on Net Assets

Temporarily restricted net assets represent investment earnings and contributions that are
available for the following purposes at June 30, 2012 and 2011:

2012 2011
Academic programs $ 216,235 $ 2,821,782
Scholarships 4,215,497 4,571,046
Athletic programs 194,032 914,275

$ 4,625,764 $ 8,307,103

Permanently restricted net assets are available for the following purposes at June 30, 2012 and
2011:

2012 2011

Contributions restricted in perpetuity $ 14,378,009 $ 14,170,824
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Note 9. Defined Benefit Pension Plan

The Foundation contributes to the Public Employees’ Retirement System of the State of
California (PERS), an agent multiple-employer public employee retirement system that acts as a
common investment and administrative agent for participating public agencies in California. The
Foundation’s payroll for employees covered by PERS for the years ended June 30, 2012 and
2011 was $1,089,916 and $1,267,728, respectively. The total payroll for all Foundation
employees was $1,331,423 and $1,370,266 for the years ended June 30, 2012 and 2011,
respectively.

PERS issues a separate comprehensive annual financial report that includes financial
statements and required supplementary information. Copies of the PERS annual financial
report may be obtained from the PERS Executive Office, 400 P Street, Sacramento, California
95814.

All full-time employees are eligible to participate in PERS. Benefits vest after five years of
service. As of June 30, 2012 and 2011 the Foundation employed 27 and 25 full-time
employees, respectively, participating in PERS.

Funding Policy: Active plan members are required to contribute 5 percent of their salary to
PERS and the Foundation is required to contribute an actuarially determined rate. The actuarial
methods and assumptions used for determining the rate are those adopted by the PERS Board
of Administration. Significant actuarial assumptions used to compute the PERS pension benefit
obligation includes an actuarial interest rate of 6 percent per annum and varying projected
salary increases based on duration of service and including a 4.5 percent for inflation factor.

The required employer contribution rate for fiscal year 2011-2012 was 9.733% of annual payroll.
The Foundation’s annual PERS pension costs for the fiscal years ending June 30, 2012 and
2011 were $100,046 and $107,444, respectively.

Actuarially Determined Contribution Requirements and Contribution Made: PERS uses the
Entry Age Normal Actuarial Cost Method, which is a projected benefit cost method. That is, it
takes into account those benefits that are expected to be earned in the future as well as those
already accrued.

According to this cost method, the normal cost for an employee is the level amount which would
fund the projected benefit if it were paid annually from date of employment until retirement.
PERS uses a madification of the Entry Age Cost method in which the employer’s total normal
cost is expressed as a level percentage of payroll. PERS also uses the level percentage of
payroll method to amortize any unfunded actuarial liabilities. The amortization period of the
unfunded actuarial liability ended on June 30, 2000. The significant actuarial assumptions used
to compute the actuarially determined contribution requirement were determined based on an
actuarial valuation performed as of June 30, 2012.
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Note 10. Post-Employment Benefits Other Than Pension Benefits

In addition to the pension benefits described in Note 9, the Foundation provides postretirement
health care benefits through PERS to full-time employees who retire from the Foundation on or
after attaining age 50 with at least 5 years of service. Continued participation in the existing
health and dental plans is offered. Once the individual is eligible for Medicare, coverage may be
continued in the PERS health plan by enrolling in a supplement to Medicare or a Managed
Medicare Plan. The following information is based on an actuarial study performed as of June
30, 2012:

Net periodic postretirement benefit cost included the following components for the years ended
June 30, 2012 and 2011:

2012 2011
Service cost $ 156,007 $ 129,467
Interest cost 148,145 134,837
Amortization prior service costs (5,745) (10,331)
Net periodic postretirement benefit cost $ 298,407 $ 253,973

The net periodic post retirement benefit cost was determined using the following weighted
average assumptions:

2012 2011
Discount rate 4.00% 6.00%
Expected long-term rate of return N/A N/A
Health care cost trend rate:
Present rate before 65 9.00% 9.00%
Present rate 65 and older 9.00% 9.00%
Ultimate rate before age 65 (year reached) 5.00% 5.00%
Ultimate rate age 65 and older (year reached) 5.00% 5.00%
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Accumulated postretirement and projected benefit obligation: 2012 2011

Retirees $ 1,382,861 $ 1,606,410
Other fully eligible plan participants 274,824 197,010
Other active participants 479,988 711,935

$ 2,137,673 $ 2,515,355

Funded status: 2012 2011
Beginning accrued postretirement benefit cost $ 2,515,355 $ 2,288,633
Actuarial gain (loss) (594,381) (27,251)
Retiree contributions
Net periodic postretirement benefit cost 298,407 235,273
Estimated benefit payments (81,708) -
Ending accrued postretirement benefit cost $ 2,137,673 $ 2,515,355

The projected benefit obligation was determined using the following weighted average
assumptions:

2012 2011

Discount rate 6.00% 6.00%
Health care cost trend rate:

Present rate before 65 9.00% 9.00%

Present rate 65 and older 9.00% 9.00%

Ultimate rate before age 65 (year reached) 5.00% 5.00%

Ultimate rate age 65 and older (year reached) 5.00% 5.00%

The expected net periodic post retirement benefit cost fiscal year 2012:

Service cost $ 137,460
Interest cost 84,159
Amortization of unrecognized net (gain) loss (49,864)
Net periodic postretirement benefit cost $ 171,755

The expected contribution for the next 10 years:

2013 $ 67,400
2014 71,072
2015 74,580
2016 83,545
2017 87,472
2018- 2022 483,606
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

NOTES TO FINANCIAL STATEMENTS

An actuarial study is completed annually. The schedule presented above is based on the study
completed on August 22, 2012 as of and for the year ended June 30, 2012.
Note 11. Contracted Commercial Activities

As required by the California State University Auxiliary and Business Services, following are the
terms of contracted commercial activities:

Vending drinks/snacks

Length of contract 4 years (commencing August 1, 2008)
Commission structure Coffee, drink and snack sales: 35% of gross sales

Note 12. Commitments and Contingencies

State and federal allowances, awards, and grants: The Foundation has received state and
federal funds for specific purposes that are subject to review and audit by the grantor agencies.
Although such audits could generate expenditure disallowances under terms of the grants, it is
believed that any required reimbursement would not be material.

Note 13. Transactions with Related Parties

The Foundation functions to benefit the student body of the California State University,
Bakersfield (the University) by operating various campus programs. The Foundation purchases
various services such as printing, utilities, telephone, mail service, etc. from the University. The
Foundation also reimburses the University for the cost of faculty payroll. The University has
made a long-term loan to the Foundation. (See Note 7 for further details.)
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

NOTES TO FINANCIAL STATEMENTS

Transactions for the years ended June 30, 2012 and 2011 with related parties are reflected in
the accompanying financial statements as follows:

2012 2011

Revenues:

Program fees

Student services $ 96,331 $ 94,635

Administrative services (salaries and wages) - 378,003
Expenses:

Administrative services 3,110,557 3,362,562

Interest 4,469 5,371
Due from:

CSuUB - 77,101

Other - 617
Note payable 98,186 124,145
Due to:

CSuB 43,390 595,454

Note 14. Unrelated Business Income Tax Matters

The Internal Revenue Service ("IRS") and certain state taxing authorities are revisiting what, if
any, products and services provided by not-for-profit organizations are subject to unrelated
business income tax ("UBIT"). There is currently very little guidance in the IRS Code on what
activities should be subject to UBIT. The IRS has indicated that they are studying the issue and
may issue additional guidance. As a result, at this time there is uncertainty regarding whether
the Foundation should pay income tax on certain types of net taxable income from activities that
may be considered by taxing authorities as unrelated to the purpose for which the Foundation
was granted non-taxable status. The Foundation has not filed any tax returns in the past for
potential taxable activities. The taxing authorities have the ability to assess taxes, penalties and
interest for any years for which no tax return was filed. In the opinion of management, any
liability resulting from taxing authorities imposing income taxes on the net taxable income from
activities deemed to be unrelated to the Foundation's non-taxable status is not expected to have
a material effect on the Foundation’s financial position or results of operations.
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NOTES TO FINANCIAL STATEMENTS

Note 15. Prior Period Adjustment and Restatement

A prior period adjustment has been recorded to reflect the correction of an error in prior years’
financial statements. During the year ended June 30, 2000, the Foundation received an in-kind
donation from a private company. The donated item consisted of a unique software application
that was used to analyze data specific to the geology department of the University, and was
valued by the donor at $3,595,835. In accordance with accounting standards generally
accepted in the United States of America, this donation was recorded as revenue in the year it
was received, and correspondingly set up as an asset on the Foundation’s books. The donated
software represented an intangible asset that should have been amortized over its estimated
useful life of five years. Instead, the asset was inadvertently placed on the Foundation’s
depreciation schedule in the equipment category, and not assigned a life for amortization. As a
result, it has remained in that category since that time and has not been appropriately
amortized. This was discovered during the fiscal year ended June 30, 2012, and accordingly
was then recorded as a prior period adjustment, since the amount would have been fully
amortized by the year ended June 30, 2006 had it been set up properly within the asset
recordkeeping system. The financial statements for the year ended June 30, 2011 have been
restated to show the effects of this correction.
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

Assets:
Current assets:

SCHEDULE OF NET ASSETS
JUNE 30, 2012
(for inclusion in the California State University)

Cash and cash equivalents

Short-term investments

Accounts receivable, net

Leases receivable, current portion

Notes receivable, current portion

Pledges receivable, net

Prepaid expenses and other assets
Total current assets

Noncurrent assets:

Restricted cash and cash equivalents
Accounts receivable, net
Leases receivable, net of current portion
Notes receivable, net of current portion
Student loans receivable, net
Pledge receivable, net
Endowment investments
Other long-term investments
Capital assets, net
Other assets
Total noncurrent assets
Total assets

Liabilities:
Current liabilities:

Accounts payable
Accrued salaries and benefits payable
Accrued compensated absences - current portion
Deferred revenue
Capitalized lease obligations - current portion
Long-term debt obligations - current portion
Self-insurance claims liability - current portion
Depository accounts
Other liabilities

Total current liabilities

Noncurrent liabilities:

Accrued compensated absences, net of current portion
Deferred revenue
Grants refundable
Capitalized lease obligations, net of current portion
Long-term debt obligations, net of current portion
Self-insurance claims liabilities, net of current portion
Depository accounts
Other postemployment benefits obligation
Other liabilities

Total noncurrent liabilities

Total liabilities
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1,464,656

60,566

337,772

1,862,994

548,646
17,961,094
5,371,219
3,839,582

27,720,541

29,583,535

159,798
35,470
79,104

330,016

26,893

394,745

1,026,026

1,965,918

2,037,211

3,063,237




CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION
SCHEDULE OF NET ASSETS (Continued)
JUNE 30, 2012
(for inclusion in the California State University)

Net Assets:
Invested in capital assets, net of related debt $ 3,741,396
Restricted for:
Nonexpendable - endowments 14,378,009
Expendable:
Scholarships and fellowships 4,431,732
Research -
Loans -
Capital projects -
Debt service -
Other 194,032

Unrestricted 3,775,129
Total net assets $ 26,520,298
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION
SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

Revenues:
Operating revenues:

YEAR ENDED JUNE 30, 2012
(for inclusion in the California State University)

Student tuition and fees (net of scholarship allowances of $0)
Grants and contracts, noncapital:

Federal

State

Local
Nongovernmental

Sales and services of educational activities
Sales and services of auxiliary enterprises (net of scholarship allowance of $0)

Other operating revenue

Total operating revenue

Expenses:

Operating expenses:
Instruction
Research
Public service
Academic support
Student services
Institutional support

Operation and maintenance of plant
Student grants and scholarships
Auxiliary enterprise expenses
Depreciation and amortization
Total operating expenses
Operating income (loss)

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
Endowment income (loss), net

Interest expenses

Other nonoperating revenues (expenses)
Net nonoperating revenues (expenses)
Income (loss) before other additions

State appropriations, capital

Grants and gifts, capital

Additions (reductions) to permanent endowments

Increase (decrease) in net assets

Net assets:

Net assets at beginning of year, as previously reported

Restatements

Net assets at beginning of year, as restated

Net assets at end of year

-24-

323,140

1,968,107

2,291,247

50,828
504,177
1,037,176

2,748,725
1,775,704
201,723
145,455

195,860

6,659,648

(4,368,401

2,451,008
67,645
85,585

(4,469)

2,599,769

(1,768,632)

207,185

(1,561,447)

31,677,580
(3,595,835)

28,081,745

26,520,298




CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION
OTHER INFORMATION
JUNE 30, 2012
(for inclusion in the California State University)

1 Restricted cash and cash equivalents at June 30, 2012

Portion of restricted cash and cash equivalents related to endowments $ -
All other restricted cash and cash equivalents -
Total restricted cash and cash equivalents $ -

2.1 Composition of investments at June 30, 2012:
Current Current Noncurrent Noncurrent
Unrestricted Restricted Total Current Unrestricted Restricted

Total
Noncurrent

Total

State of California Surplus Money Investment Fund (SMIF) $ - $ - $ - $ - $ -
State of California Local Agency Investment Fund (LAIF) - - - - -
Wachovia Short Term Fund - - - - -
Wachovia Medium Term Fund - - - - -
Wachovia Equity Fund - - - - -
US Bank SWIFT pool - - - - -
Common Fund - Short Term Fund - - - - -
Common Fund - Others - - - 4,719,539 6,195,308
Debt securities - - - - -
Equity securities - - - 5,569,209
Fixed income securities (Treasury notes, GNMA's) - - - - R
Land and other real estate - - - - -
Certificates of deposit - - - - -
Notes receivable - - - - -
Mutual funds - - - 651,680 6,196,577
Money Market funds - - - - -
Collateralized mortgage obligations: - - - - -
Inverse floaters - - - - -
Interest-only strips - - - - -
Agency pass-through - - - - -
Private pass-through - - - - -
Other major investments - - - - -

$ -

10,914,847

5,569,209

6,848,257

10,914,847

5,569,209

6,848,257

Total investments - - - 5,371,219 17,961,094
Less endowment investments (enter as negative number) - - - - (17,961,094)

23,332,313
(17,961,094)

23,332,313
(17,961,094)

Total investments $ - $ - $ - $ 5371219 $ -

$ 5,371,219

$ 5,371,219
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION
OTHER INFORMATION
JUNE 30, 2012
(for inclusion in the California State University)

2.2 Investments held by the University under contractual agreements at June 30, 2012:
Portion of investments in note 2.1 held by the University under contractual

agreements at June 30, 2012 $ - $ - $ - $ - $
2.3 Restricted current investments at June 30, 2012 related to: Amount
Total restricted current investments at June 30, 2012 $ -
2.4 Restricted noncurrent investments at June 30, 2012 related to: Amount
Endowment investment $ 17,961,094
Total restricted noncurrent investments at June 30, 2012 $ 17,961,094
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

3.1 Composition of Capital Assets at June 30, 2012:

Non-Depreciable/non-amortizable capital assets:
Land and land improvements
Works of art and historical treasures
Construction work in progress (CWIP)
Intangible assets
Rights and easements
Patents, copyright and trademarks
Internally generated intangible assets in progress
Licenses and permits
Other intangible assets:
Total intangible assets
Total non-depreciable/non-amortizable

capital assets

Depreciable/amortizable capital assets:
Buildings and building improvements
Improvements, other than buildings
Infrastructure
Leasehold improvements
Personal property:

Equipment

Library books and materials
Intangible assets:

Software and websites

Rights and easements

Patents, copyright and trademarks

Licenses and permits

Other intangible assets:

Total Intangible Assets
Total depreciable/amortizable

capital assets
Total capital assets

(for inclusion in the California State University)

OTHER INFORMATION (Continued)
JUNE 30, 2012

Balance Transfers of
Balance Prior period June 30, 2011 Completed Balance
June 30, 2011 Adjustments  Reclassifications (restated) Additions Reductions CWIP June 30, 2012
$ 80,309 $ - $ - $ 80,309 $ - $ (1,000) $ - $ 79,309
80,309 - - 80,309 - (1,000) - 79,309
4,313,563 - - 4,313,563 - - - 4,313,563
1,062,165 - - 1,062,165 2,126 - - 1,064,291
5,591,994 (3,595,835) - 1,996,159 8,575 (46,231) - 1,958,503
10,967,722 (3,595,835) - 7,371,887 10,701 (46,231) - 7,336,357
11,048,031 (3,595,835) - 7,452,196 10,701 (47,231) - 7,415,666
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION
OTHER INFORMATION (Continued)
JUNE 30, 2012
(for inclusion in the California State University)

3.1 Composition of Capital Assets at June 30, 2012 (con't):

Balance Transters ot
Balance Prior perlod June 30, 2011 Completed Balance
June 30,2011  Adjustments  Reclassifications (restated) Additions Reductions CWIP June 30, 2012
Less accumulated depreciation/amortization
Buildings and building improvements (1,269,971) - (41,210) (1,311,181) (23,678) - - (1,334,859)
Improvements, other than buildings (58,899) - (180,468) (239,367) (133,093) - - (372,460)

Infrastructure - -
Leasehold improvements - - - - - - - -
Personal property:
Equipment (2,097,585) - 221,678 (1,875,907) (39,089) 46,231 - (1,868,765)
Library books and materials - - - - -
Intangible assets
Software and websites - - - - - - - -
Rights and easements - - - - - - - -
Patents, copyright and trademarks - - - - - - - -
Licenses and permits - - - - - - - -
Other intangible assets: - - - - - - - -
Total intangible assets

Total accumulated depreciation/
amortization (3,426,455) - - (3,426,455) (195,860) 46,231 - (3,576,084)

Total capital assets, net $ 7621576 $ (3,595,835 $ - $ 4,025741 $ (185,159) $ (1,000) $ - $ 3,839,582

3.2 Details of depreciation expense for the year ended June 30, 2012:

Depreciation and amortization expense related to capital assets $ 195,860
Amortization expense related to other assets -
Total depreciation and amortization $ 195,860
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4 Long-term liabilities activity schedule

Accrued compensated absences
Capitalized lease obligations:
Gross balance
Unamortized premium / (discount) on
capitalized lease obligations

Total capitalized lease obligations

Long-term debt obligations:
Revenue bonds
Other bonds (Non-revenue bonds)
Commercial paper
Other:
Note payable

Total long-term debt obligation

Unamortized bond premium / (discount)
Unamortized loss on refunding
Total long-term debt obligations, net
Total long-term liabilities

CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION
OTHER INFORMATION (Continued)
JUNE 30, 2012

(for inclusion in the California State University)

Balance
Balance Prior period June 30, 2011 Balance Current Long-Term
June 30, 2011  Adjustments  Reclassifications (restated) Additions Reductions June 30, 2012 Portion Portion
$ 64,869 $ - $ - $ 64,869 $ 71,396 $ (57,161) $ 79,104 $ 79,104 $ -
124,145 - - 124,145 - (25,959) 98,186 26,893 71,293
124,145 - - 124,145 - (25,959) 98,186 26,893 71,293
124,145 - - 124,145 - (25,959) 98,186 26,893 71,293
$ 189,014 $ - $ - $ 189,014 $ 71,396  $ (83,120) $ 177,290 $ 105997 $ 71,293
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION
OTHER INFORMATION (Continued)
JUNE 30, 2012
(for inclusion in the California State University)

5 Future minimum lease payments - capital lease obligations:
Principal and
Year ending June 30: Principal Interest Interest

2013 $ - $ - $ -
2014 - - -
2015 - - -
2016 - - -
2017 - - -
2018-2022 - - -
2023-2027 - - -
2028-2032 - - -
2033-2037 - - -
2038-2042 - - -
2043-2047 - - -
2048-2052 - - -
2053-2057 - - -
2058-2062 - - -

Total minimum lease payments -

Less amounts representing interest -

Present value of future minimum lease payments -

Less current portion -

Capitalized lease obligations, net of current portion $ -

-30-
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OTHER INFORMATION (Continued)
JUNE 30, 2012
(for inclusion in the California State University)

6 Long-term debt obligations schedule:

All Other Long-Term
Revenue Bonds Debt Obligations Total

Principal and Principal and Principal and
Year Ending June 30: Principal Interest Interest Principal Interest Interest Principal Interest Interest

2013 $ - % - % - $ 26893 $ 3535 $ 30,428 $ 26893 $ 3535 $ 30,428
2014 - - - 27,862 2,566 30,428 27,862 2,566 30,428
2015 - - - 28,865 1,563 30,428 28,865 1,563 30,428
2016 - - - 14,566 524 15,090 14,566 524 15,090
2017 - - - - - - - - -
2018-2022 - - - - - - - - -
2023-2027 - - - - - - - - -
2028-2032 - - - - - - - - -
2033-2037 - - - - - - - - -
2038-2042 - - - - - - - - -
2043-2047 - - - - - - - - -
2048-2052 - - - - - - - - -
2053-2057 - - - - - - - - -
2058-2062 - - - - - - - - -

Total $ - $ - $ - $ 98,186 $ 8,188 $ 106,374 $ 98,186 $ 8,188 $ 106,374
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OTHER INFORMATION (Continued)
JUNE 30, 2012
(for inclusion in the California State University)

7 Calculation of net assets

Auxiliary Organizations Total
GASB FASB Auxiliaries
7.1 Calculation of net assets - Invested in capital assets, net of related debt
Capital assets, net of accumulated depreciation $ - $ 3,839,582 3,839,582
Capital lease obligations - current portion - - -
Capital lease obligations, net of current portion - - -
Long-term debt obligations - current portion - (26,893) (26,893)
Long-term debt obligations, net of current portion - (71,293) (71,293)
Portion of outstanding debt that is unspent at year-end - - -
Other adjustments: (please list) - - -
Net assets - invested in capital assets, net of
related debt $ - $ 3,741,396 3,741,396
7.2 Calculation of net assets - Restricted for nonexpendable - endowments
Portion of restricted cash and cash equivalents
related to endowments $ - $ - -
Endowment investments - 17,961,094 17,961,094
Other adjustments: (please list) - - -
Unrealized gains on endowment investments - (3,593,461) (3,593,461)
Underwater investments - 10,376 10,376
Net assets - Restricted for nonexpendable -
endowments per SNA $ - $ 14,378,009 14,378,009
8 Transactions with related entities
Amount
Payments to University for salaries of University personnel working on contracts,
grants, and other programs 1,471,250
Payments to University for other than salaries of University personnel 1,643,776
Payments received from University for services, space, and programs -
Gifts-in-kind to the University from Auxiliary Organizations -
Gifts (cash or assets) to the University from recognized Auxiliary Organizations -
Accounts (payable to) University (enter as negative number) (43,390)
Other amounts (payable to) University (enter as negative number) (98,186)

Accounts receivable from University
Other amounts receivable from University
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OTHER INFORMATION (Continued)
JUNE 30, 2012
(for inclusion in the California State University)

9 Other Postemployment Benefits Obligation (OPEB)

Annual required contribution (ARC) $ 298,407
Contributions during the year (676,089)
Increase (decrease) in net OPEB obligation (NOO) (377,682)
NOO - beginning of year 2,515,355
NOO - end of year $ 2,137,673

10 Pollution remediation liabilities under GASB Statement No. 49:

Description Amount

Total pollution remediation liabilities -

Less: current portion -

Pollution remediation liabilities, net of current portion $ -

11 The nature and amount of the prior period adjustment(s) recorded to beginning net assets

Net Asset
Class Amount
Dr. (Cr.)
Net assets as of June 30, 2011 as previously reported $ 31,677,580
Prior period adjustments:
Remove fully amortized intangible asset (3,595,835)
Net assets as of June 30, 2011, as restated $ 28,081,745
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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

GOVERNMENT AUDITING STANDARDS

To the Board of Directors
California State University, Bakersfield, Foundation
Bakersfield, California

We have audited the financial statements of California State University, Bakersfield,
Foundation as of and for the year ended June 30, 2012, and have issued our report thereon
dated September 25, 2012. 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.

Internal Control over Financial Reporting

Management of California State University, Bakersfield, Foundation is responsible for
establishing and maintaining effective internal control over financial reporting. In planning and
performing our audit, we considered California State University, Bakersfield, Foundation’s
internal control over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of California State University, Bakersfield,
Foundation’s internal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of California State University, Bakersfield, Foundation’s internal
control over financial reporting.

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 combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies
in internal control over financial reporting that might be deficiencies, significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined previously.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether California State University,
Bakersfield, 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 the
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 express such
an opinion. The results of our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of California State University,
Bakersfield, Foundation in a separate letter dated September 25, 2012.

This report is intended solely for the information and use of management, the audit committee,

and the Board of Directors and is not intended to be and should not be used by anyone other
than these specified parties.
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Bakersfield, California
September 25, 2012
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED JUNE 30, 2012

None
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CALIFORNIA STATE UNIVERSITY, BAKERSFIELD, FOUNDATION

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2012

None
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