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We have audited the accompanying financial statements of Associated Students of San
Francisco State University (Associated Students) (a California State University Auxiliary
Organization), which comprise the statement of financial position as of June 30, 2017, and the
related statement of activity and changes in net assets, and cash flows for the year 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 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 audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standard applicable to financial audits contained in Governmental
Auditing Standards issued by the Comptroller General of the United States. 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’s
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 entity’s 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
entity's 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.

Grant Thornton LLP
U.S. member firm of Grant Thornton International Ltd
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We believe that 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 Associated Students of San Francisco State University (a California
State University Auxiliary Organization) as of June 30, 2017, and the results of its operations
and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Report on summarized comparative information

We have previously audited Associated Student’s 2016 financial statements, and expressed an
unmodified audit opinion on those audited financial statements in our report dated September
15, 2016. The summarized comparative information presented herein as of and for the year
ended June 30, 2016 is derived from those financial statements.

Supplementary information

Our audit was conducted for the purpose of forming an opinion on the financial statements
that collectively comprise Associated Students’ financial statements. The supplementary
information on pages 18-27 is presented for purposes of additional analysis and is not a
required part of the financial statements. Such supplementary information is the responsibility
of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the 2017 financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures. These additional procedures included comparing and reconciling the
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 information is fairly stated, in all material respects, in relation to
the financial statements as a whole.

Other reporting required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report, dated
November 15, 2017, on our consideration of Associated Students’ internal control over
financial reporting and on 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 effectiveness of internal
control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering Associated Students’
internal control over financial reporting and compliance.

G,m?" 74014‘@,7 Ll

San Francisco, California
November 15, 2017

Grant Thornton LLP
U.S. member firm of Grant Thornton International Ltd



Associated Students of
San Francisco State University

Statement of Financial Position

June 30, 2017 (with comparative totals for June 30, 2016)

2017 2016
Assets
Cash and cash equivalents $ 3,736,274 $ 40,621
Investments 12,190,480 11,337,566
Accounts receivable, net of allowance for doubtful
accounts 381,216 3,851,691
Student activity fees receivable 3,236,759 3,144,133
Prepaid expenses and other assets 72,178 51,145
Property and equipment, net 62,811 96,494
Capitalized leasehold improvements, net 357,517 22,062
Total assets $ 20,037,235 $ 18,543,712
Liabilities and Net Assets
Liabilities:
Accounts payable and accrued expenses $ 1,017,408 $ 943,319
Deferred revenue 194,354 243,498
Employee benefits payable 1,087,818 1,216,748
Total liabilities 2,299,580 2,403,565
Net Assets:
Unrestricted:
General Fund 12,667,931 11,434,316
Designated:
General Fund 810,346 840,630
Children's Center Facility 4,025,832 3,693,779
Student Organization Banking 135,831 -
Total unrestricted net assets 17,639,940 15,968,725
Temporarily restricted 97,715 171,422
Total net assets 17,737,655 16,140,147
Total liabilities and net assets $ 20,037,235 $ 18,543,712

6
The accompanying notes are an integral part of these financial statements.



San Francisco State University

Associated Students of

Statement of Activities and Changes in Net Assets

Year Ended June 30, 2017 (with comparative totals for June 30, 2016)

2017
Unrestricted
Children's Student Organization Temporarily 2016
General Center Facility Banking Restricted Total Total
Revenue and Support:
Student activity fees 6,801,618 - $ - - 6,801,618 6,652,796
Program fees 971,288 - 256,128 - 1,227,416 1,302,404
Investment income, net 159,684 - - - 159,684 163,217
Contribution and grants 730,857 - 6,854 274,247 1,011,958 902,507
Net assets released from restrictions:
Satisfaction of program restrictions 347,954 - - (347,954) - -
Total revenue and support 9,011,401 - 262,982 (73,707) 9,200,676 9,020,924
Expenses:
Student services 3,146,994 - - - 3,146,994 3,314,788
Student government 368,914 - - - 368,914 322,168
Community services 310,213 - - - 310,213 195,726
Student organizations 111,899 - 127,151 - 239,050 53,695
Management and general 3,495,978 42,019 - - 3,537,997 3,682,567
Total expenses 7,433,998 42,019 127,151 - 7,603,168 7,568,944
Change in Net Assets 1,577,403 (42,019) 135,831 (73,707) 1,597,508 1,451,980
Other Net Asset Transfers (374,074) 374,074 - - - -
Net Assets - Beginning of year 12,274,948 3,693,777 - 171,422 16,140,147 14,688,167
Net Assets - End of year 13,478,277 4,025,832 $ 135,831 97,715 17,737,655 16,140,147
7

The accompanying notes are an integral part of this financial statement.



Associated Students of

San Francisco State University

Statement of Cash Flows

Year Ended June 30, 2017 (with comparative totals for June 30, 2016)

2017 2016
Operating Activities:
Change in net assets 1,597,508 $ 1,451,980
Adjustments to reconcile change in net assets to
net cash provided by (used in) operating activities:
Depreciation and amortization 80,036 278,436
Net realized and unrealized loss on investments 26,435 5,027
Changes in:
Receivables, net 3,350,117 (3,488,981)
Prepaid expenses and other assets 6,698 (31,412)
Accounts payable and accrued expenses (54,841) (92,614)
Deferred revenue (49,144) 27,864
Net cash provided by (used in) operating activities 4,956,809 (1,849,700)
Investing Activities:
Purchase of investments (976,417) (2,832,550)
Proceeds from sale of investments 97,068 4,410,081
Purchase of property, equipment and
leasehold improvements (381,807) 67,469
Net cash (used in) provided by investing activities (1,261,156) 1,645,000
Increase (Decrease) in Cash and Cash Equivalents 3,695,653 (204,700)
Cash and Cash Equivalents, beginning of year 40,621 245,321
Cash and Cash Equivalents, end of year 3,736,274 $ 40,621

8

The accompanying notes are an integral part of these financial statements.



Note 1 -

Note 2 -

Associated Students of
San Francisco State University

Notes to Financial Statements
June 30, 2017

Organization:

The Associated Students of San Francisco State University (the “Associated Students”) is a not-
for-profit organization that functions as an auxiliary organization for San Francisco State
University. The Associated Students operates student programs and activities for the benefit of
the students of San Francisco State University (“the University”). Such programs and activities
are funded primarily from student activity and program fees.

Summary of Significant Accounting Policies:

a.

Basis of Presentation and Description of Net Assets

The financial statements of the Associated Students are prepared using the accrual basis of
accounting in accordance with U.S. generally accepted accounting principles (“US GAAP”),
and the accounts are maintained in accordance with the principles of fund accounting.
Resources for various purposes are classified for accounting purposes into funds that are in
accordance with specific activities or objectives. For financial statement purposes, all
financial transactions are reported by the following classes of net assets as prescribed for
not-for-profit organizations by the Financial Accounting Standards Board (“FASB”):

Unrestricted Net Assets — Unrestricted net assets consist of all resources of the Associated
Students that have not been restricted by a donor. Unrestricted resources have been
recorded in the following funds:

General Fund — Represents unrestricted net assets available for student-related
programs, activities and operations of Associated Students.

Children’s Center Facility — Represents unrestricted net assets from and for the
operations of the Children’s Center Facility.

Temporarily Restricted Net Assets — Temporarily restricted net assets consist of cash and other
assets received with donor stipulations that limit the use of donated assets. When a stipulated
time 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.

Permanently Restricted Net Assets — The portion of net assets whose use by the Associated
Students is limited by donor-imposed stipulations that neither expire by passage of time nor
can be fulfilled or otherwise removed by actions of the Associated Students. The Associated
Students does not have any permanently restricted net assets.

9



Note 2 -

Associated Students of
San Francisco State University

Notes to Financial Statements
June 30, 2017

Summary of Significant Accounting Policies, Continued:

b. Revenue Recognition

Associated Students recognizes revenue when revenue is earned. Contribution and grants are
reviewed for restrictions imposed by donors to determine if the contribution or grant should
be classified as unrestricted revenue, temporarily restricted revenue or permanently restricted
revenue. Contribution and grant revenue is recognized when unconditionally promised by
the donor.

The Associated Students recognizes student activity fees revenue as it is earned and is
recorded by the University as a payable. Associated Students records revenue monthly by the
semester it belongs to and records a receivable from the campus. The Associated Students is
required under Title 5 Section 42403(a) of the California Code of Regulations, to have the
student activity fees retained by the University in a campus trust account. Periodically, the
Associated Students may request reimbursement. At June 30, 2017 and 2016, the student
activity fees receivable were $3,236,759 and $3,144,133, respectively.

Program Revenue are fees Associated Students receives for providing childcare, room
scheduling/meetings, Farmers Market and other activities. The fees are collected by
Associated Students and recognized when earned.

Cash and Cash Equivalents

For purposes of the Statement of Cash Flow, the Associated Students considers all
unrestricted highly liquid investments with an initial maturity of three months or less to be
cash equivalents. This includes cash on hand and cash in banks.

Investments

Investments are carried at fair value. Investments consist of funds invested in the Local
Agency Investment Fund (“LAIF”) and debt securities with interest and realized and
unrealized gains and losses reflected in the Statement of Activities and Changes in Net
Assets.

Fair Value Measurement

The Associated Students carries certain assets and liabilities at fair value. 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. The Associated Students
classifies its financial assets and liabilities according to three levels, and maximizes the use of
observable inputs and minimizes the use of unobservable inputs when measuring fair value.

10



Note 2 -

Associated Students of
San Francisco State University

Notes to Financial Statements
June 30, 2017

Summary of Significant Accounting Policies, Continued:

Level 1-  Quoted market prices (unadjusted) in active markets for identical assets or
liabilities that the entity has the ability to access at the measurement date.

Level 2-  Observable inputs other than quoted prices included within Level 1 for the
asset or liability, either directly or indirectly.

Level 3-  Unobservable inputs for the asset or liability that are not corroborated by
market data. Associated Students has no level 3 investments as of June 30, 2017.

Property and Equipment and Capitalized Leasehold Improvements

Property and equipment are capitalized at cost when purchased, or if donated, at estimated
fair market value at the date of donation. Depreciation has been calculated using the straight-
line method over the estimated useful life of the assets, ranging from three to ten years.
Capitalized leasehold improvements are amortized over the lesser of their service life or
remaining lease term.

Income Taxes

The Associated Students is a tax-exempt organization under Internal Revenue Service Code
Section 501(c)(3) and the California tax code.

The Associated Students follows the guidelines of FASB ASC Topic 740 for accounting for
uncertainty in income taxes. As of June 30, 2017, management evaluated the Associated
Students’ tax positions and concluded that the Associated Students had maintained its tax
exempt status and has taken no uncertain tax positions that require adjustment to the
financial statements. Therefore, no provision or liability for income taxes has been included
in the financial statements. The open tax years are generally the years ended June 30, 2013
through June 30, 2016 for federal tax purposes and the years ended June 30, 2012 through
June 30, 2016 for California tax purposes.

Functional Allocation of Expenses

The costs of providing various programs and activities have been summarized on a
functional basis in the Statement of Activities and Changes in Net Assets. Accordingly,
certain costs have been allocated among the programs and supporting services that are
benefited based on management estimates.

11



Note 2 -

Note 3 -

Associated Students of
San Francisco State University

Notes to Financial Statements
June 30, 2017

Summary of Significant Accounting Policies, Continued:

Use of Estimates

The preparation of financial statements in conformity with US GAAP requires management
to make estimates and assumptions that affect the reported amount of assets and liabilities
and disclosures of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenue and expenses during the reporting period. Actual results
could differ from those estimates.

Comparative Information

The financial statements include certain prior year summarized comparative information in
total but not by asset class. Such information does not include sufficient detail to constitute a
complete presentation in conformity with US GAAP. Accordingly, such information should
be read in conjunction with the Associated Students’ financial statements and notes for the
year ended June 30, 2016, from which the summarized information was derived.

Subsequent Events

The Associated Students evaluated subsequent events with respect to the financial
statements for the year ended June 30, 2017 through November 15, 2017, the date the
financial statements were available to be issued and has determined that no adjustments are
necessary to the amounts reported in the accompanying financial statements nor have any
subsequent events occurred, the nature of which would require disclosure.

Investments:
At June 30, 2017, Investments consist of the following:

Cash and Money Market Funds $ 27,924
Corporate Bonds and Municipal Bonds 728,948
Local Agency Investment Fund 11,433,608

$ 12,190,480

Net investment income for the year ended June 30, 2017 was comprised of net realized and
unrealized loss on investments of $26,435 and interest on investments of $121,570.

12



Associated Students of
San Francisco State University

Notes to Financial Statements
June 30, 2017

Note 3- Investments, Continued:

The LAIF is a voluntary program created by statute that began in 1977 as an investment for
California’s local governments and special districts. The program offers local agencies the
opportunity to participate in a major portfolio, which invests hundreds of millions of dollars,
using the investment expertise of the Treasurer’s Office investment staff. Participating agencies
can withdraw their funds from the LAIF at any time. Participating agencies’ portions of the fund
are held at fair value using net asset value (“NAV”) information provided by LAIF.

Note 4 -  Fair Value Measurement:

At June 30, 2017, Associated Student’s investments consist of cash and money market funds of
$27,924 and the following assets which are classified by level within the valuation hierarchy on a
recurring basis at June 30, 2017 as follows:

2017
Level 1 Level 2 NAV Total
Corporate Bonds $ 540,999 $ 113,512 $ - $ 654,511
Municipal Bonds 48,737 25,700 - 74,437
Local Agency Investment Fund 11,433,608 11,433,608

$ 589,736 $ 139,212 $ 11,433,608 $ 12,162,556

Note5-  Property and Equipment:

Property and equipment at June 30, 2017 consist of:

2017
Equipment, furniture and fixtures $ 1,097,177
Leasehold improvements 5,433,126
6,530,303
Less: accumulated depreciation and amortization (6,109,975)
$ 420,328

Note 6 - Retirement Plan:

All salaried employees are covered under an employer-sponsored 403(b) tax sheltered annuity
plan, administered by the Variable Annuity Life Insurance Company. Contributions made by the
Associated Students to this plan during the years ended June 30, 2017 and 2016 were $253,516
and $230,260, respectively.

13



Note 7 -

Note 8 -

Associated Students of
San Francisco State University

Notes to Financial Statements
June 30, 2017

Employee Benefits Payable:

Prior to the merger with the Associated Students, the Student Center of San Francisco State
University (the Student Center) provided health care benefits to its active employees and retirees.
The Board of Directors of the Student Center decided that coverage should be maintained and
engaged an actuarial consultant to provide an estimate of the anticipated liability for coverage to
the effected employees and retirees. The Associated Students does not provide similar coverage,
and after June 30, 2014, active employees transferring employment to the Associated Students
and retirees would no longer be eligible for that coverage.

The present value of future expected retiree healthcare benefits was calculated using actuarial
assumptions based on the benefits provided and considering premium increases and a discount rate
of 3.5%. The resulting liability was estimated and adjusted to $1,087,818 as of June 30, 2017 for the
present value change of the discount and other considerations or changes. During the year ended
June 30, 2017, $43,581 of benefits were paid.

Capitalized Leasehold Improvements and Lease Obligation:

Associated Students had entered into a capitalized loan obligation transaction with related
parties, the Franciscan Shops, Inc. and San Francisco State University Foundation, who financed
the transaction as lessors with Associated Students as lessee. To finance the transaction, the
related parties assumed revenue bond financed debt which compounded to the amount of the
capital lease obligation assumed by Associated Students. The capitalized lease related to the
construction costs (accounted for as leasehold improvements) of the Children's Center on land
that was leased from the Board of Trustees of the California State University (the Trustees).
There was also a Site Lease and Sublease with the related parties associated with the capitalized
lease obligation transaction.

Associated Students paid off its capital lease obligation (which also paid off the remaining
revenue bond financed debt). Since the previously mentioned Ground Lease, Site Lease and
Sublease terminated with the payoff of the bonds, the Associated Students entered into a new
facility lease with the Trustees for the facility of the Children's Center. While the term of the new
operating lease is for five years, beginning in December 2011, Associated Students is currently
working on a new facilities lease combined with their operating agreement with the Trustees. The
term of the agreement is expected to be for ten years commencing in 2017,

Total capitalized leasehold improvements were $5,433,126 and $5,055,653 at June 30, 2017 and
2016, respectively. Accumulated amortization relating to the capitalized leasehold improvements
was $5,075,608 and $5,033,591 at June 30, 2017 and 2016, respectively.

14



Note 9 -

Note 10 -

Associated Students of
San Francisco State University

Notes to Financial Statements
June 30, 2017

Related Parties:

The Auxiliary Business Services Office of San Francisco State University maintains the
accounting records of the Associated Students and other campus auxiliary organizations.
Operating costs of Auxiliary Business Services are allocated between such organizations based on
usage. Fees for accounting services were $504,623 and $447,766 for fiscal years 2017 and 2016,
respectively.

In the normal course of business, Associated Students conducts various transactions with San
Francisco State University and the other auxiliary organizations. Expense transactions amounted
to $1,069,681 and $1,015,857 for the years ended June 30, 2017 and 2016, respectively. Included
in this total are related party expenditures for year ended June 30, 2017 in the amount of $81,265
for cost reimbursement to San Francisco State University for Auxiliary Services. Associated
Students did not owe an amount for cost reimbursement for the year ended June 30, 2016.

Effective July 1, 2014, the Associated Students entered into an operating agreement and lease
(Master Lease) with the Board of Trustees of the California State University (Trustees), for the
facilities and space that it utilizes in the Student Center. The term of the master lease is July 1,
2014 to June 30, 2019. The Associated Students will share usage with University Corporation,
San Francisco State. For lease costs, the Associated Students is required to pay its share of
common area and facilities upkeep costs. For the year ended June 30, 2017, the Associated
Students reimbursed the University approximately $722,000 for its 46% share of the Student
Center.

The University Corporation, San Francisco State (the Corporation) contributed $273,372 to
Associated Students for the year ended June 30, 2017. The contribution represents the residual
net rental income from the leasing operations managed by the Corporation.

Concentration of Risk:

The Associated Students has defined its financial instruments which are potentially subject to
risk as cash and investments in LAIF. LAIF is a special fund in the State Treasury created for the
purpose of pooled investment of idle funds for local governmental and quasi-governmental
entities. These funds are neither insured nor guaranteed by the United States or California
governments. The Associated Students investments in LAIF were $11,433,608 and $10,585,756
at June 30, 2017 and 2016, respectively. At June 30, 2017, the Associated Students had no cash
deposits in excess of federally insured limits.

15



Note 11 -

Note 12 -

Note 13 -

Associated Students of
San Francisco State University

Notes to Financial Statements
June 30, 2017

Temporarily Restricted Net Assets:

As of June 30, 2017 and 2016, temporarily restricted net assets of $97,715 and $171,422,
respectively, relate to the Children’s Center operations.

Net assets of $347,954 were released from donor restrictions by incurring expenses satisfying the
restricted purposes for the year ended June 30, 2017.

Governing Board Transactions:

Compensation paid to student members of the Associated Students Governing Board for the
years ended June 30, 2017 and 2016 was $207,550 and $153,100, respectively. These payments,
which range from $700 to $1,400 per month, are included in the Statement of Activities and
Changes in Net Assets as Student Government expenses.

Assets and Liabilities Relating to Children’s Center Facility:

Assets and liabilities as of June 30, 2017 relating to the Children’s Center operations consist of
the following:

2017
Assets:
Cash Interfund $ 3,487,951
Investments 180,363
Capitalized leasehold improvements 357,518
$ 4,025,832
Unrestricted Net Assets:
Designated Children's Center Facility $ 4,025,832
$ 4,025,832

16
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Associated Students of
San Francisco State University

Schedule of Child Development Awards

June 30, 2017

Federal Entity Grant Award Amount Revenue Earned / Expenditures
CFDA Identifying
Grantor / Pass-Through Grantor / Program Title Number Number Federal State Total Federal State Total
STATE AWARDS:
State of California Child Development Services:
State Preschool CSPP - 6455 - $ 84921 § 84921  § - 548,450 548,450
State Preschool - Federal 93.596 CSPP - 6455 10,150 - 10,150 10,150 - 10,150
State Preschool - Federal 93.575 CSPP - 6455 4,662 - 4,662 4,662 - 4,662
TOTAL STATE AWARDS 14,812 84,921 99,733 14,812 548,450 563,262
Total Federal and State Aw ards 14,812 $ 84,921 § 99,733 § 14,812 548,450 563,262
Reconciliation to Total Reimbursable Expenditures:
Grant Expenditures 563,262
Non-Grant Expenditures -
Total Reimbursable Expenditures - 563,262
Reconciliation to Grant Revenue Recognition:
Apportionments by CDE 74,024
Overpayment on Prior Year CSPP#5440 Grant refunded to CDE (29,156)
Total Grant Revenue Recognition - 44,868

18



Associated Students of

San Francisco State University

Combining Statement of Activities

June 30, 2017

CSPP-6455
State Preschool Other 2017
Revenues:
Student activity fees $ - $ 6,801,618 $ 6,801,618
Program fees 395,069 832,347 1,227,416
Interest income - 159,684 159,684
California Department of Education 44,868 - 44,868
Contributions and grants 7,415 959,675 967,090
Other revenue - -
447,352 8,753,324 9,200,676
Expenses:
Teachers 159,856 239,887 399,743
Supervisors 141,105 - 141,105
Instructional aides 121,828 61,567 183,395
Clerical and other personnel - 1,860,260 1,860,260
Student assistance - 1,279,788 1,279,788
Auxiliary expense - 504,623 504,623
Social security 24,578 189,468 214,046
Health and w elfare 11,677 290,668 302,345
State unemployment 603 4,035 4,638
Worker's compensation insurance 7,390 49,458 56,848
Other benefits 27,734 184,832 212,566
Instructional supplies 15,556 49,624 65,180
Other supplies 216 433 649
Food supplies 3,222 4,643 7,865
Contracts for personal services 10,675 987,489 998,164
Travel and conferences 2,242 87,424 89,666
Student activities 254,642 254,642
Insurance 6,700 23,733 30,433
Utilities and housekeeping services 7,000 9,622 16,622
Advertising 31,177 31,177
Maintenance and repairs 1,819 (55,177) (53,358)
Communication 34,290 34,290
Furniture and equipment 1,971 49,299 51,270
Bank service fees 8,050 19,895 27,945
Other services and expenses 11,040 878,226 889,266
563,262 7,039,906 7,603,168
Change in Net Assets (115,910) 1,713,418 1,597,508
Transfer of Deficit 115,910 (115,910) -
Net Assets, beginning of year - - 16,140,147
Net Assets, end of year $ - $ 1,597,508 $ 17,737,655
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Associated Students of

San Francisco State University

Schedule of Expenditures by State Categories

June 30, 2017

State
Preschool Other
CSPP - 6455 Funding Total
1000 Certified Salaries $ 300,961 210,735 $ 511,696
1100 Teacher's Salaries 156,331 202,924 359,255
1300 Supervisor's Salaries 141,105 141,105
Overtime 3,525 7,811 11,336
2000 Classified Salaries 121,828 1,303,615 1,425,443
2100 Instructional Aides' Salaries/\WWages 121,828 796,452 918,280
2300 Clerical & Other Office Personnel 507,163 507,163
3000 Employee Benefits 71,982 338,126 410,108
3300 FICA 24,578 83,052 107,630
3840 VALIC (Retirement) 11,958 82,183 94,141
3400 Health and Dental Benefits 11,677 149,330 161,007
3500 State Unemployment Insurance 603 974 1,577
3600 Workers Compensation Insurance 7,390 11,938 19,328
3900 Other Benefits 15,776 10,649 26,425
4000 Books, Supplies & Equipment Repl. 20,964 55,331 76,295
4300 Instructional Materials and Supplies 15,555 45,736 61,291
4400 Non-capitalized Equipment 1,971 4,658 6,629
4500 Other Supplies 216 294 510
4710 Food 3,222 4,643 7,865
5000 Contracted Services & Other
Operating Expenses 47,527 401,678 449,205
5100 Contracts for Personal Services 10,675 114,489 125,164
(including vendor payments) -
5200 Travel, Conference and Other Expenses 2,242 2,187 4,429
5300 Dues 50 235 285
5400 Insurance 6,700 6,700 13,400
5500 Utilities 7,000 9,622 16,622
5800 Other Services and Operating Expenses 20,860 268,445 289,305
5900 Communications -
6000 Capital Outlay - - -
6400 New Equipment
Total expenses claimed for reimbursement $ 563,262 2,309,485 $ 2,872,747
Total supplemental expenses 274,247 274,247
Total Expenditures $ 837,509 2,309,485 $ 3,146,994
Total Student Services Expenses $ 3,146,994
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Associated Students of
San Francisco State University

Schedule of Capital Outlay

June 30, 2017

State
Preschool
CSPP-6455
Renovation and Repairs over $10,000
Unit Cost with CDE Approval:
Item: $ -
Total -
Renovation and Repairs under $10,000
Unit Cost with CDE Approval:
Item: -
Total -
Unit Cost under $7,500
Item: -
Total -
Unit Cost over $7,500
With CDE Approval
Item: -
Total -
Total Equipment Expenditures $ -
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Associated Students of
San Francisco State University

Reconciliation of CDE and GAAP Expense Reporting

June 30, 2017

State
Preschool
CSPP - 6455
Schedule of Expenditures by State Categories (CDE) $
Adjustments to reconcile differences in reporting:
Depreciation on assets funded by CDE-CD1
Capitalized renovation and repairs expensed on AUD forms
Capitalized lease expensed on AUD form
Capitalized carpeting expensed on supplemental AUD Form
Capitalized equipment expensed on AUD form
Audit fees expensed on AUD forms (in advance of services)
Combining statement of activities (GAAP) $
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Associated Students of
San Francisco State University

Schedule of Administrative Costs

June 30, 2017

State
Preschool
CSPP-6455

Salaries $

Employee Benefits

Books and Supplies

Senices and Other Operating Expenses

Depreciation on non-CDE-funded assets used in program

Indirect Costs

Total Administrative Costs $
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Associated Students of
San Francisco State University

State Preschool Audited Attendance and Fiscal Report (CSPP-6455)

AUDITED ATTENDANCE AND FISCAL REPORT
for California State Preschool Programs
SAN FRANCISCO PILOT

Agency Name: Associated Students, Inc. - Early Childhood Education Center Vendor No. V131

Fiscal Year Ended: June 30, 2017 Contract No. CSPP-6455

Independent Auditor's Name: Grant Thornton LLP

COLUMN A COLUMNB COLUMN C COLUMND | COLUMN E
SECTION | - CERTIFIED CHILDREN CUMULATIVE AUDIT CUMULATIVE |\ enT | ADJUSTED DAYS
DAYS OF ENROLLMENT | rsont yean | o, s Pocat veamree | O3 8002 o v
Three and Four Year Olds
Full-time-plus - 1.1800 -
Full-time - 1.0000 -
Three-quarters-time - 0.7500 -
One-half-time 2,088 2,088 0.6775 1,414.620
Exceptional Needs
Full-time-plus - 1.4160 -
Full-time - 1.2000 -
Three-quarters-time - 0.9000 -
One-half-time - 0.6775 -
Limited and Non-English Proficient
Full-time-plus - 1.2980 -
Full-time - 1.1000 -
Three-quarters-time - 0.8250 -
One-half-time 533 533 0.6775 361.108
At Risk of Abuse or Neglect
Full-time-plus - 1.2980 -
Full-time - 1.1000 -
Three-quarters-time - 0.8250 -
One-half-time - 0.6775 -
Severely Disabled
Full-time-plus - 1.7700 -
Full-time - 1.5000 -
Three-quarters-time - 1.1250 -
One-half-time - 0.6775 -
TOTAL DAYS OF ENROLLMENT 2,621 - 2,621 1,775.728
DAYS OF OPERATION 162 162
DAYS OF ATTENDANCE 2,621 2,621

|:| NO NONCERTIFIED CHILDREN - Check box, omit page 2 & continue to Section III if no noncertified children were enrolled in program.

Comments - If necessary, attach additional sheets to explain adjustments:

AUD 8501-SF, Page 1 of 4 (FY 2016-17) California Department of Education
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Associated Students of
San Francisco State University

State Preschool Audited Attendance and Fiscal Report (CSPP-6455)

AUDITED ATTENDANCE AND FISCAL REPORT
for California State Preschool Programs
SAN FRANCISCO PILOT

Agency Name: Associated Students, Inc. - Early Childhood Education Center Vendor No. V131
Fiscal Year Ended: June 30, 2017 Contract No. CSPP-6455
SECTION Il - NONCERTIFIED CHILDREN COLUMN A COLUMN B COLUMN C COLUMND COLUMN E
Report all children w ho w ere not certified, but
who w ere served at the same sites as certified
o ool wor | oA | pousmn [ sonsTEooave
CDFS 850*SF AUDIT PER AUDIT
DAYS OF ENROLLMENT
Toddlers (18 up to 36 months)
Full-time-plus - 1.6520 -
Full-time - 1.4000 -
Three-quarters-time - 1.0500 -
One-half-time - 0.7700 -
Three and Four Year Olds
Full-time-plus - 1.1800 -
Full-time - 1.0000 -
Three-quarters-time - 0.7500 -
One-half-time 4,708 4,708 0.6775 3,189.670
Exceptional Needs
Full-time-plus - 1.4160 -
Full-time - 1.2000 -
Three-quarters-time - 0.9000 -
One-half-time - 0.6775 -
Limited and Non-English Proficient
Full-time-plus - 1.2980 -
Full-time - 1.1000 -
Three-quarters-time - 0.8250 -
One-half-time - 0.6775 -
At Risk of Abuse or Neglect
Full-time-plus - 1.2980 -
Full-time - 1.1000 -
Three-quarters-time - 0.8250 -
One-half-time - 0.6775 -
Severely Disabled
Full-time-plus - 1.7700 -
Full-time - 1.5000 -
Three-quarters-time - 1.1250 -
One-half-time - 0.6775 -
TOTAL DAYS OF ENROLLMENT 4,708 - 4,708 3,190

Comments - If necessary, attach additional sheets to explain adjustments:

AUD 8501-SF, Page 2 of 4 (FY 2016-17) California Department of Education
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Associated Students of

San Francisco State University

State Preschool Audited Attendance and Fiscal Report (CSPP-6455)

Agency Name:

AUDITED ATTENDANCE AND FISCAL REPORT

for California State Preschool Programs
SAN FRANCISCO PILOT

Associated Students, Inc. - Early Childhood Education Center

Vendor No. V131

Fiscal Year End: June 30, 2017 Contract No. CSPP-6455
COLUMN A | COLUMN B COLUMN C
CUMULATIVE AUDIT CUMULATIVE
FIECAL TEAT | ASUSTUENT | FiscaL vear pen
SECTION IIl - REVENUE CDFS 8501-SF | (DECREASE) AUDIT
RESTRICTED INCOME
Child Nutrition Programs $0
County Maintenance of Effort (EC § 8279) 0
Uncashed Checks to Providers 0
Other (Specify): 0
Other (Specify): 0
Subtotal $0 $0 $0
Transfer from Reserve - General 0
Transfer from Resenve - Professional Development 0
Subtotal $0 $0 $0
Family Fees for Certified Children 534 534
Interest Earned on Apportionments 0
UNRESTRICTED INCOME
Family Fees for Noncertified Children 326,646 326,646
Head Start Program (EC § 8235(b)) 0
Other (Specify): 0
Other (Specify): 0
TOTAL REVENUE $327,180 $0 $327,180
SECTION IV - REIMBURSABLE EXPENSES
Direct Payments to Providers (FCCH Only) $0
1000 Certificated Salaries 292,808 8,154 300,962
2000 Classified Salaries 119,579 2,249 121,828
3000 Employee Benefits 97,726 (25,743) 71,983
4000 Books and Supplies 15,027 5,937 20,964
5000 Senvices and Other Operating Expenses 62,825 (15,299), 47,526
6100/6200 Other Approved Capital Outlay 0
6400 New Equipment (program-related) 0
6500 Replacement Equipment (program-related) 0
Depreciation or Use Allowance 0
Start-Up Expenses (senice level exemption) 0
Budget Impasse Credit 0
Indirect Costs. Rate: 0.00% (Rateis Self-Calculating) 0
TOTAL EXPENSES CLAIMED FOR REIMBURSEMENT $587,965 ($24,703) $563,262
TOTAL ADMINISTRATIVE COSTS (inciuded insection IV above) $0
FOR CDE-A&I USE ONLY:

Independent Auditor's Assurances on Agency's compliance with Contract Funding Terms and Conditions and Program
Requirements of the California Department of Education, Early Education and Support Division:

Hligibility, enrollment, and attendance records are being
maintained as required (check YES or NO): *

COMMENTS - If necessary, attach additional sheets to explain adjustments:

[]ves”
] NO - Explainany discrepancies.

Reimbursable expenses claimed above are eligible for
reimbursement, reasonable, necessary, and adequately
supported (check YES or NO): *

Jves ™

] NO - Explainany discrepancies.

*: See 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 on pages 28 and 29.

[C] NO SUPPLEMENTAL REVENUES OR EXPENSES - Check box and omit page 4 if there are no supplemental revenues or expenses to report.

AUD 8501-SF, Page 3 of 4 (FY 2016-17)

California Department of Education
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Associated Students of

San Francisco State University

State Preschool Audited Attendance and Fiscal Report (CSPP-6455)

AUDITED ATTENDANCE AND FISCAL REPORT
for California State Preschool Programs

SAN FRANCISCO PILOT
Agency Name: Associated Students, Inc. - Early Childhood Education Center Vendor No. V131
Fiscal Year End: June 30, 2017 Contract No.  CSPP-6455
COLUMN A COLUMN B COLUMN C
CUMULATIVE AUDIT
ADJUSTMENT |CUMULATIVE FISCAL
SECTION V - SUPPLEMENTAL REVENUE (DECREASE)
Enhancement Funding $152,065 $122,182 $274,247
Other (Specify): 0
Other (Specify): 0
Other (Specify): 0
TOTAL SUPPLEMENTAL REVENUE $152,065 $122,182 $274,247
SECTION VI - SUPPLEMENTAL EXPENSES
EXPENSES RELATED TO SUPPLEMENTAL REVENUE
1000 Certificated Salaries $26,413 $26,413
2000 Classified Salaries 119,819 (0) 119,819
3000 Employee Benefits 5,833 109,971 115,804
4000 Books and Supplies 0
5000 Senices and Other Operating Expenses 12,211 12,211
6000 Equipment/Other Capital Outlay 0
Depreciation or Use Allowance 0
Indirect Costs 0
NONREIMBURSABLE EXPENSES
6100-6500 Nonreimbursable Capital Outlay 0
Other: e.g., Entertainment Expenses 0
Other (Specify): 0
Other (Specify): 0
TOTAL SUPPLEMENTAL EXPENSES $152,065 $122,182 $274,247

COMMENTS - If necessary, attach additional sheets to explain adjustments:

AUD 8501-SF, Page 4 of 4 (FY 2016-17)
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Grant Thornton

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

Grant Thornton LLP
101 California Street, Suite 2700
San Francisco, CA 94111

The Board of Directors T 415.986.3900

. . . . F 415.986.3916
Associated Students of San Francisco State University www.GrantThornton.com

We have audited, 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, the business-type activities of
Associated Students of San Francisco State University (the Associated Students) (a California
State University Auxiliary Organization) as of and for the year ended June 30, 2017, and the
related notes to the financial statements, which collectively comprise the Associated Students
basic financial statements, and have issued our report thereon dated November 15, 2017.

Internal control over financial reporting

In planning and performing our audit of the financial statements, we considered the Associated
Students’ internal control over financial reporting (“internal control”) to design audit
procedures that are appropriate in the circumstances for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of internal control. Accordingly, we do not express an opinion on the
effectiveness of the Associated Students’ internal control.

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 a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the Associated Students’ financial statements will not
be prevented, or detected and corrected, on a timely basis. A significant deficiency is a
deficiency, or combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or significant deficiencies. Given these limitations, during
our audit, we did not identify any deficiencies in the Associated Students’ internal control that
we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.
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Compliance and other matters

As part of obtaining reasonable assurance about whether the Associated Students’ financial
statements are free from 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.

Intended purpose

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the Associated Students’ internal control or on compliance. This report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering Associated
Students’ internal control and compliance. Accordingly, this report is not suitable for any other
purpose.

GM% 7W LT

San Francisco, California
November 15, 2017
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Associated Students of
San Francisco State University

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2017

A. Deficiencies in Internal Control over Financial Reporting
No matters were reported.
B. Compliance Findings

No compliance findings were identified for the year ended June 30, 2017.
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Associated Students of
San Francisco State University

Schedule of Prior Audit Findings
For the Year Ended June 30, 2016

A. Significant Deficiencies in Internal Control over Financial Reporting

Family eligibility verification operational control was not present at the preschool for the year ended June
30, 2016. An operational control could include initial certification records prepared by the preschool staff
being subjected to an independent review to ensure overall accuracy of the records, or an equivalent
control operating at a sufficiently precise level to detect an instance of non-compliance.

Program ldentification: CSPP- 5440 State Preschool

Criteria: To receive California state preschool programs services, families shall meet the eligibility criteria
as specified in Eligibility Criteria EC 8235(c) and 8263(a)(1) of the CSPP Program Requirements.

Condition: The preschool certified families that exceeded income limits published by CDE.
Questioned Cost: Approximately $15,000.

Effect and Context: During eligibility compliance testing, we noted that the preschool had certified two
families whose income exceeded the threshold set by the state but remained within the income threshold
set by the San Francisco Pilot Program. The questioned cost of $15,000 is an estimate of the CDE
revenue associated with the corresponding numbers of days attended by the families inappropriately
certified.

Cause: Preschool staff were unaware of the appropriate thresholds to utilize until October 2015. All
initial certifications from that point on were based on the appropriate income thresholds published by
CDE.

Recommendation: Ensure staff are using the most recent income thresholds published by CDE
through implementing a process for reviewing eligibility documentation whereby the staff preparing the
eligibility documentation is separate from the staff reviewing the documentation and ensure the reviewer
verified the correct threshold were applied prior to awarding certification.

Views of Responsible Officials and Planned Corrective Actions: With respect to the compliance
finding, management concurs with the finding and accordingly reviewed all initial certifications made
during the 2016 fiscal year. Based on this review, six families were determined to have been improperly
certified, resulting in a reduction of certified children days of enrollment by 947 days, as noted in column
B of form AUD 8501-SF Page 1 of 4 with the estimated impact to funds received from CDE in fiscal
2016 of $29,000.

With respect to the control finding, effective immediately, the Preschool Program Coordinator will have
all initial certification reviewed and verified by the Preschool Program Office Manager prior to
certification award.
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Associated Students of
San Francisco State University

Schedule of Prior Audit Findings
For the Year Ended June 30, 2016

Status of Planned Corrective Action: Management refunded the related funds during fiscal year 2017,
which amounted to $29,156 and is shown in the reconciliation to the grants revenue recognition on page
28 of this report. Staff are also now using the most recent income thresholds published by CDE. There is
also a control implemented whereby the staff completes a checklist to determine eligibility which is
subject to a secondary review.
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