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INDEPENDENT AUDITORS’ REPORT

Humboldt State University Sponsored Programs Foundation
Board of Directors
Arcata, California

We have audited the accompanying statement of financial position of Humboldt State University
Sponsored Programs Foundation (a nonprofit organization) as of June 30, 2011, and the related
statements of activities and cash flows for the year then ended. These financial statements are the
responsibility of the organization’s management. 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 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 audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. 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 the significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Humboldt State University Sponsored Programs Foundation as of June 30,
2011, and the changes in its net assets and its cash flows for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
September 30, 2011, on our consideration of Humboldt State University Sponsored Programs
Foundation's internal control over financial reporting and on our tests of its compliance with certain
provision 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 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 financial statements as a
whole.  The schedule of net assets, the schedule of revenues, expenses and changes in net
assets, and other information (supplementary information on pages 23-32) are presented for
purposes of additional analysis and are not required parts of the financial statements. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Frofit Organizations, and is also not a required part of the basic
financial statements of the Organization. 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 information is fairly stated in all material respects in relation
to the financial statements as a whole.
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September 30, 2011



HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION

STATEMENT OF FINANCIAL POSITION
June 30, 2011

Assets

Current assets

Cash and cash equivalents 5 409 976
Restricted cash 19,688

Total cash 429,664
Deposits held in custody for other agencies 4,749,981
Accounts receivable (net of aliowance of $0) 4 015,075
[nterest receivable 4673
Prepaid expenses and other current assets 91,036

Total current assets 9,290,429

Long-term assets

Stock 300
investment in real estate 319,200
Property and equipment (net of accumulated depreciation of $810,724) 1,658,199
Total long-term assets 1,977 699

Total assets $ 11,268,128

Liabilities and Net Assets

Current liabilities

Accounts payable 3 756,180
Accrued salaries and benefits payable 442 017
Accrued compensated absences - current portion 131,456
Refundable advances - current portion 2,121,156
Other current liabilities 18,060
Due to other agencies - current portion 4,601,201
Total current liabilities 8,070,070

Non-current liabilities
Accrued compensated absences - non-current portion 14,843
Refundable advances - non-current portion 184,257
Other non-current liabilities 12,946
Due to other agencies - non-current portion 990,518
Total liabilities 9,272,634

Net assets
Unrestricted - board designated 12,086
Unrestricted - other 1,670,539
Total unrestricted net assets 1,682,625
Temporarily restricted 312,869
Total net assets 1,995 494
Total liabilities and net assets $ 11,268,128
3

See accompanying notes.



HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION

STATEMENT OF ACTIVITIES
June 30, 2011

Revenues and gains
Grants and contract revenue
Federal
State
Local
Non-governmental
Total grant and contract revenue

Indirect cost revenue
Investment income
Rental income
Program revenue and service fees
Miscellaneous income
Total revenues and gains

Net transfers (to)/from other organizations [Note 6]
Net assets released from restrictions

Total revenues, gains, loses, and net assets
transferred/released from restrictions

Expenses

Salaries and benefits
Operating expense
Contractual services
Rent expense
Insurance expense
Equipment purchases
Scholarships and awards
Stipends
Other expenses
Indirect cost expense
Depreciation

Total expenses

Other Revenues (Expenses)
Transfer of property to State of California
Recovery of bad debt

Total other revenues (expenses)

Change in net assets

Net assets at beginning of year, as previously stated
Reclassification of agency trust funds [Note 11]
Reclassification of beginning net assets [Note 11]
Restatement of beginning net assets [Note 11]

Net asset at beginning of year, restated

Net assets at end of year

4

Temporarily

Unrestricted Restricted Total
8,025,667 8,404 8,034,071
4 607,898 6,153 4.614,051

250,933 - 250,933
3,314,472 6,291 3,320,763
16,198 870 20,848 16,219,818
1,683,253 - 1,583,253
16,283 - 16,283
34,644 - 34,644
58,519 - 58,519
53,468 - 53,468
17,945 137 20,848 17,965,985
(260,995) - (260,995)
150,512 (150,512) -
17,834,654 (129,664) 17,704,990
8,075,183 - 8,075,183
1,668,455 - 1,668,455
3,998,469 - 3,998,469
46,022 - 46,022
40,433 - 40,433
245,881 - 245,881
245 554 - 245,554
1,263,267 - 1,263,267
561,217 - 561,217
1,434,069 - 1,434,069
165,370 - 165,370
17,743,920 - 17,743,920
- (212,738) (212,738)
181,318 - 181,318
181,318 (212,738) (31,420)
272052 (342.,402) (70,350)
8,644,823 - 8,644,823
(5,662,163) (321,209) (5,983,372)
(1,572,087) 1,672,087 -
- (595,607) (595,607)
1,410,573 655,271 2,065,844
1,682,625 % 312,869 1,995,494

See accompanying notes.



HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION

STATEMENT OF CASH FLOWS
June 30, 2011

Cash Flow From Operating Activities:
Decrease in Net Assets

Adjustments to reconcile increase (decrease) in net assels to
net cash provided (used) by operating activities:

Depreciation
Transfer of property to State of California
{Increase) decrease in operating assets:
Accounts receivable
Interest receivable
Other receivable
Other current assets
Increase (decrease) in operating liabilities:
Accounts pavable and accrued liabilities
Net cash provided by operating activities

Cash Flows From Investing Activities:

Acguisition of property and eguipment

Purchase of equipment

Net increase in cash and cash equivalents
Cash And Cash Equivalents, beginning of vear

Cash And Cash Equivalents, end of year

Cash and cash equivalents at beginning of year, as previously stated

Less deposits held in custody for other agencies

Cash and cash equivalents, Beginning of Year

See accompanying notes.

on

(70,350)

165,370
212,738

385,501
(4,673)
34,683

(66,422)

1,169,508

1,826,355

1,800,380

(1,370,726}

429,664

3,666,752
(5,037.478)

(1,370,726)




HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of Humboldt State University
Sponsored Programs Foundation (the Foundation) is presented to assist in
understanding the Foundation's financial statements. The financial statements and
notes are representations of management, who is responsible for their integrity and
objectivity. These accounting policies have been consistently applied in the

preparation of the financial statements.

Organization

The Foundation is a nonprofit, tax-exempt corporation, incorporated in 1852 under
the provisions of section 501(c)(3) of the Internal Revenue Code. The Foundation
is organized to administer grants from governmental and private agencies for
research and other activities related to the programs of Humboldt State University
(the University), and to accept donations and gifts on behalf of other campus
agencies for any University-related use. The Foundation is an affiliated organization
component unit of the University. As such, the Foundation’s financial data will be

included in the financial statements of the University.

Basis of Accounting

The financial statements of the Foundation have been prepared on the accrual basis of
accounting and, accordingly, reflect all significant receivables, payables, and other

liabilities.

Use of Estimates in Financial Statements

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 certain reported amounts and disclosures.

Accordingly, actual results could differ from those estimates.

Basis of Presentation

The Foundation reports information regarding its financial position and activities
according to three classes of net assets: unrestricted net assets, temporarily

restricted net assets, and permanently restricted net assets.



HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cash and Cash Eguivalents

The Foundation considers all short-term, highly liquid investments, with a maturity
date of not more than three months from the date of acquisition to be cash
equivalents. At June 30, 2011, cash and cash equivalents consisted of cash in

commercial checking and savings accounts.

Restricted Cash

Restricted cash consists of funds held in accordance with the agreement terms set

forth in the entity’s revolving line of credit. See Note 7.

Investments

Investments consist of stock and real estate that are held on behalf of other agencies

related to the University.

Accounts Receivable

Accounts receivable primarily consists of billed and unbilled amounts due from the
federal government, state and local governments, and private sources in connection
with reimbursement of allowable expenditures made pursuant to contracts and grants.

The Foundation provides a reserve for uncollectible accounts that is based upon a
review of outstanding receivables. Accounts receivable considered uncollectible are
charged against the reserve account in the year they are deemed to be uncollectible.
No reserve for uncollectible accounts was deemed necessary as of June 30, 2011.

Capital Assets

Capital assets in excess of $5,000 are recorded at cost, if purchased, or at estimated
fair value, if donated. Certain equipment acquired through grants is subject to
restrictions on use and disposition subsequent to the conclusion of the related grants.

Depreciation is computed using the straight-line method over the useful life of the

buildings, furniture, fixtures, and equipment, ranging from 5 to 30 years.

Historical collections are collections of significance which are held for public
exhibition, education or research in furtherance of public service. Historical collections

are deemed to be inexhaustible and are not depreciated.



HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Refundable Advances

Refundable advances consist primarily of grant and contract funds received in

advance which have not yet been earned under the terms of the agreement.

Compensated Absences

Compensated absences consist of vacation leave earned by employees based on
services already rendered. Employees may accumulate up to 240 hours of vacation
depending on years of service. Upon termination of employment, all unused vacation
benefits are paid to employees. Accordingly, vacation benefits are accrued as a

liability in the financial statements.

Generally, sick leave benefits provide for ordinary sick pay and are cumulative but do
not vest with employees. Therefore, a liability for sick leave benefits is not accrued in

the financial statements.

Due to Other Agencies

The Foundation administers agency assets on behalf of campus trust funds. It is
management’s assertion that the Foundation acts as an agent for the transactions of
these funds. Accordingly, the activity of such funds is not recorded in the Foundation’s

Statement of Activities. See Note 5 and Note 11,

Fair Value Measurements

For the year ended June 30, 2011, the Foundation has adopted ASC 820-10, “Fair
Value Measurements and Disclosures,” (formerly known as SFAS No. 157, “Fair
Value Measurements”, which defines fair value 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 following methods and assumptions are used in estimating fair value disclosures

for financial instruments:

The fair values of stock and property investments are based on the estimated fair

value on the date of donation.



HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue Recognition

The Foundation’s revenue is derived primarily from cost reimbursement from
governmental and private agencies for performance on grants and contracts.
Revenue is deemed eamed and recorded when expenditures are incurred in
compliance with specific contract or grant restrictions. Grants and contracts for which
no expenditures are recorded are not reflected in the financial statements of the
Foundation. Amounts received in excess of expenses incurred as of the financial

statements date are recorded as refundable advances.

The Foundation receives an administration fee to cover indirect overhead costs and
recognizes this fee as revenue over the life of the grant or contract as a percentage of
total expenditures or salaries and wages as specified in the grant or contract. The
total grant and contract administration fee revenue earned for the year ended June

30, 2011 was $1,434,069.

The Foundation also receives an administration fee to cover indirect overhead costs
on the custody of trust funds held at the Foundation. Revenue is recorded as a
percentage of expenditures processed through the fiscal year. The total trust fund

administration fee revenue for the year ended June 30, 2011 was $149,184.
Total indirect cost revenue for the year ended June 30, 2011, was $1,583,253.

Tax Status

In June 2006, FASB issued ASC 740-10 (formerly known as FASB Interpretation No.
48, Accounting for Uncertainty in Income Taxes), which requires that any reserves, or
related accruals, be recorded in the financial statements for any uncertain tax
positions that the organization has taken or expects to take on a tax return. The

Foundation has adopted ASC 740-10 for the year ended June 30, 2011.

The Foundation qualifies as a tax exempt organization under the applicable sections
of the Internal Revenue Code Section 501(c)(3) and California Revenue and Taxation
Code Section 23701d. The open audit periods are 2007 through 2009. The
Foundation has analyzed the tax positions taken for filings with the Internal Revenue
Service and the State of California. The Foundation believes that income tax filing
positions will be sustained upon examination and does not anticipate any adjustments
that would result in a material adverse effect on the financial statements. Accordingly,
the Foundation has not recorded any reserves, or related accruals for interest and

penalties for uncertain income tax positions at June 30, 2011,



HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Net Assets
Net assets are classified in the following categories:

Unrestricted net assets

Net assets not subject to donor-imposed stipulations. Unrestricted net assets include
the general operating fund of the Foundation’s administration and board designated
funds appropriated from the general operating fund to sponsor grant awards to the

faculty and staff of the University.

Temporarily restricted net assets

Net assets subject to grant or contract funder stipulations that will be met by actions
of the Foundation and/or the passage of time. Temporarily restricted assets include
capital assets financed by external agencies which support the instructional,

research, or public service functions of the University.

Permanently restricted net assets

Net assets subject to donor-imposed stipulations to be maintained permanently by the
organization. The Foundation does not hold any permanently restricted assets as of

June 30, 2011,
NOTE 2 CONCENTRATION OF RISK

Uncollateralized Deposits

The Foundation occasionally has a need to maintain a cash balance with a single
financial institution in excess of the $250,000 insured by the Federal Deposit
Insurance Corporation (FDIC) and the National Credit Union Administration (NCUA).
Management periodically assesses the financial condition of the institutions and
believes that the Foundation is not exposed to any significant credit risk related to

cash.

At June 30, 2011, uncollateralized deposits are as follows:

Total deposits held at financial institutions $ 5,698,054
Less: Federally insured deposits (348,344)
Uncollateralized deposits $ 5,350,610

10



HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

NOTE 2 CONCENTRATION OF RISK (CONTINUED)

Funding Sources

The Foundation revenue is derived primarily from governmental and private agencies
for performance on grants and contracts. Expenditures under these programs are
subject to final audits that could result in disallowances under the terms of the grant.
Management believes that disallowances, if any, resulting from such audits will not
have a material effect on the financial statements.

NOTE 3 ACCOUNTS RECEIVABLE

The composition of billed and unbilled accounts receivable as of June 30, 2011, are
summarized as follows:

Federal grants and contracts $ 1,694 235
State and local grants and contracts 1,443,475
Non-governmental grants and contracts 693,824
Other receivables 7 1 §_3_54L
Total accounts receivable 4,015,075

L ess allowance for uncollectible accounts

Total accounts receivables, net $ 4,015,075

Unbilled grant and contract receivables were $2,866,957 as of June 30, 2011.

Of the total accounts receivable as of June 30, 2011, $85,527 is held in custody for
other agencies.

11
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HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

NOTE 5 DUE TO OTHER AGENCIES

Due to other agencies consist of trust funds which are held by the Foundation on behalf
of certain organizations related to the University. As the Foundation is acting as an
agent of these funds, the activities of such funds are not recorded in the Foundation’s
Statement of Activities. However, the assets and liabilities of the trust funds are
included in the Foundation’s Statement of Financial Position at June 30, 2011,

The assets and liabilities, and net assets of the trust funds, included in the Statement
of Financial Position as of June 30, 2011, are as follows:

FINANCIAL POSITION OF FUNDS DUE TO OTHER AGENCIES
Assets

Current assets

Cash $ 4,749,981
Accounts receivable 85,627
Prepaid expenses and other current assets 2,473
Total current assets 4 837,981
Long-term assets
Investment in real estate 319,200
Property and equipment (net of accumulated depreciation of $361,517) 671,318
Total long-term assets 990,518
Total assets due to other agencies $ 5,828,499
Liabilities
Current liabilities
Accounts payable $ 126,608
Accrued salaries and benefits payable 108,973
Other current liabilities 1,189
Total current liabilities 236,780
Net assets of the trust funds 5,591,719
Total liabilities and net assets $ 5,828,499

A reconciliation of the funds due to other agencies as of June 30, 2011, is as follows:

Due to other agencies — current $ 4,601,201
Due to other agencies — non-current
Total due to other agencies

15



HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

NOTE 5 DUE TO OTHER AGENCIES (CONTINUED)

The activities of the trust funds for the year ended June 30, 2011, are summarized as

follows:

ACTIVITIES OF FUNDS DUE TO OTHER AGENCIES

For the year ended June 30, 2011

Revenues and gains
Contributions
Program revenue and service fees
Miscellaneous income
Total revenues and gains

Net transfers (to)/from other organizations

Expenses

Salaries and benefits
Operating expense
Contractual services
Rent expense
Scholarships and awards
Stipends
Other expense
Indirect cost expense
Depreciation

Total expenses

Other Revenues (Expenses)

Transfer of property to State of California

Change in net assets

Net assets at beginning of year, as previously stated

Reclassification of agency trust funds
Restatement of beginning net assets
Net assets at beginning of year, restated

Net assets at end of year

814,622
510,820
492,047
1,817,489

517,828

1,309,252
645,201
152,806

35,964
29,121
47,501
118,565
149,184
53,004
2,540,598

(16,255)
(221,536)

5,983,372
(170,117)

5,813,255

5,591,719

The Foundation determined that assets held in trust on behalf of certain University
groups and organizations constituted agency transactions. As a result, the Foundation
reclassified agency trust funds. The effect was an increase of $5,983,372 in the

beginning net assets of funds due to other agencies.

The Foundation determined it had incorrectly classified a trust-owned capital asset as
an investment in real estate in prior periods. As a result, depreciation expense on the
building had not been recorded. The effect of this restatement was a decrease of

$170.117 in the beginning net assets of funds due to other agencies. .
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HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

NOTE 6 TRANSFERS

Transfers to and from Other Organizations

Occasionally, HSU and its auxiliary organizations find it appropriate to transfer certain
fiscal responsibilities to a different entity. During the year ended June 30, 2011, the
Foundation sent and received transfers to and from the University (HSU), Humboldt
State University Advancement Foundation (HSUADV), Humboldt State University
Center (UC) and Humboldt State University Associated Students (HSUAS).

Transfers within Sponsored Programs Foundation

During the year ended June 30, 2011, transfers were recorded between unrestricted
funds, temporarily restricted funds, and the trust funds held in custody by the
Foundation.

The assets transferred during the fiscal year ended June 30, 2011, are as follows:

Total
Foundation Trust Funds Transfers

Transfer from - - o

HSU $ - $ 22,000 $ 22,000

HSUADV - 474 471 474,471

uc - 2,111 2111

HSUAS - 1,500 1,500
Total Transfers from SPF - 500,082 "~ 500,082
Transfer {o

HSU - (185,940) (185,940)

HSUADV (54,720) - (54,720)

uc - (1,171) (1171)

HSUAS - (1,418) (1,418)
Total Transfers to SPF (54,720) (188,529) (243249)
Interfund Transfers

Unrestricted (63,203) 63,203

Temporarily Restricted (160,681) 160,681

Trust Funds 17,609 (17,609)
Total Interfund Transfers W@G@QﬁiT © 206, 275 s
Net Transfers $ (260,995) $ 517,828 $ 256 833
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HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

NOTE 7 RELATED PARTY TRANSACTIONS

Business Services Agreement

The Foundation receives accounting services and human resource services from the
University through a Business Services Agreement. For the fiscal year ended June
30, 2011, the Foundation paid to the University $300,000 and $140,000 for
accounting services and human resource services, respectively, of which $0 and $0

was owed at June 30, 2011, respectively.

General Operations Payroll

The Foundation reimburses the University for salaries and benefits paid by the
University of certain post-award employees of the Foundation’s general operations.
The amount reimbursed to the University for the year ended June 30, 2011 was

$287,791, of which $0 was owed at June 30, 2011.

The University also supports the pre-award functionality of the Foundation as a state
function at an unreimbursed value of $121,486 for the year ended June 30, 2011.

Office Space Rental

The University provides office space to the general operations of the Foundation
through a year-to-year space rental agreement. The rate assessed is based on
square footage of the office space and includes custodial services and utilities. For

the year ended June 30, 2011, rental expense was $29,468.

University Center Line of Credit

The Foundation has a $1,500,000 revolving line of credit to borrow from the Humboldt
State University Center, an auxiliary nonprofit organization of the University. The line
of credit renews annually on December 31, contingent upon approval by the UC
Board of Directors unless terminated by written notice of termination by either party or
by breach. This line is collateralized by the real property holdings of the Foundation
and the assets of the Foundation’s general operations. Borrowings against the line of

credit bear interest at Wall Street Prime plus two percent.

The Foundation agrees to restrict current operational working capital sufficient to pay
three months interest payments as if the line of credit were fully extended. As of June
30, 2011, $19,688 has been restricted in accordance with the terms of the agreement.

As of June 30, 2011, there were no drawings on the line of credit.
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HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

NOTE 8 DEFINED CONTRIBUTION PLAN

NOTE 9

The Foundation has a plan qualified under IRS Section 403(b) that covers eligible
employees, as defined by the plan. Contributions to the plan are made at the
discretion of the Board of Directors and are limited to 10% of the employees’ annual

salary.

Retirement plan expense was $209,166 for the year ended June 30, 2011,

OPERATING EXPENSES BY FUNCTION

The functional allocation of expenses for the year ended June 30, 2011, is as follows:

Salaries and benefits
Operating expense
Supplies and services
Travel
Communications
Audit
Printing and postage
Repairs and maintenance
Bank fees
Taxes and licenses
Contractual services
Rent expense
Insurance expense
Equipment purchases
Scholarships and awards
Stipends
Other expenses
Indirect cost expense
Depreciation
Total expenses

$

7,660,857

777,300
670,701
6,279

10,303
176

3,560,301
16,554

243,365
238,517
1,263,267
560,052
1,434,069
150,511

$

-

_ Supporting

414,326

124,547
18,683
848
26,700
9,390
14,388
3,321
5,819
438,168
29,468
40,433
2,516
7,037

1,165

14,859

1,151,668

$

5 _

901,847
689,384
7,127
26,700
19,693
14,564
3,321
5,819
3,998,469
46,022
40,433
245,881
245554
1,263,267
561,217
1,434,069
165,370

There were no fundraising activity expenses for the year ended June 30, 2011.
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HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

NOTE 10 FAIR VALUE OF FINANCIAL INSTRUMENTS

The valuation techniques used in measuring fair value are disclosed in Note 1. Fair

values of financial instruments measure
as follows:

d on a recurring basis at June 30, 2011, are

Fair Value Measurements at 6/30/11 Using

Quoted
Prices in
Active
Markets Significant
for Other Significant
ldentical Observable Unobservable
Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3}
Fair value of assets:
Stock 3 300 $ - 3 300 $ -
Real estate 319,200 - - 319,200
Total fair value of assets ~ $ 319,500  $ - $ 300 $ 319,200

A reconciliation of fair value measurements using Level 3 inputs is as follows:

Balance as Transfer Purchase/
of in(out) of (Settlement) Balance as of
6/30/2010 Level 3 Gain/(Loss) 6/30/2011
Fair value of assets:
Long term assets
Real estate $ 727,480 $ (408,280) $ - $ 319,200
Total fair value of assets ~ $ 727,480  $ (408,820) $ - $ 319,200

The Foundation determined it had incorrectly classified a trust-owned capital asset as
an investment in real estate in prior periods. The transfer of real estate out of Level 3

relates to a restatement of prior perio
custody. See Note 5.

d beginning balances for an asset held in

A reconciliation of the fair values of assets to total assets as of June 30, 2011, is as

follows:

Fair value of assets $
Cash

Receivables

Other current assets

Property and equipment

Total assets

319,500
5,179,645
4,019,748

91,036
1,658,199

$  11.268,128
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HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

NOTE 11 RESTATEMENT AND RECLASSIFICATION OF BEGINNING NET ASSETS

Reclassification of Agency Trust Funds

The Foundation determined that the transactions recorded in trust funds held by the
entity on behalf of certain University groups and organizations constituted agency
transactions. As a result, activities of such funds should not be recorded in the
Foundation’s Statement of Activities. Accordingly, the Foundation restated its financial
statements to exclude the net assets of the trust funds from the entity’s beginning net
assets and recorded these net assets as a liability to the Foundation. The effect of
this reclassification was a decrease in unrestricted and temporarily restricted net
assets of $5,662,163 and $321,209, respectively, in the Foundation's beginning net

assets.

Reclassification of Beginning Net Assets

In prior years, the Foundation incorrectly classified the net assets of funds subject to
grant or contract stipulations as unrestricted. The Foundation has determined that
these funds should be classified as temporarily restricted. The effect of this
reclassification was a reduction to unrestricted net assets and an increase to

temporarily restricted net assets of $1,572,087

Restatement of Beginning Net Assets

In prior years, the Foundation did not depreciate capitalized assets purchased with
grant and contract monies. As title is held by the Foundation it was determined that
the equipment should be depreciated on the financial statements of the Foundation.
As a result, the Foundation restated its financial statements to record accumulated
depreciation on these assets and to record the related prior year depreciation as a
prior period adjustment. The effect of this restatement was a decrease of $595,607 in

the Foundation’s beginning net assets.

NOTE 12 SUBSEQUENT EVENTS

On August 3, 2011, the Foundation transferred ownership of an investment in real
estate to an unrelated party in an effort to sell the asset in conjunction with property
owned by the unrelated party. The investment is recorded at a fair value of $300,000
on the records of the Foundation as of June 30, 2011. The unrelated party will hold
the real estate in trust until the sale of the investment, at which time the Foundation
will receive a percentage of the proceeds from the sale. As of September 30, 2011,

the investment remains unsold.
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HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

NOTE 12 SUBSEQUENT EVENTS (CONTINUED)
In preparing these financial statements, the Foundation has evaluated events and

transactions for potential recognition or disclosure through September 30, 2011, the
date the financial statements were available to be issued.

22



SUPPLEMENTARY INFORMATION



HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
Schedule of Net Assets
June 30, 2011

(for inclusion in the California State University)

Assets:

Current assets:
Cash and cash equivalents
Short-term investments
Accounts receivable, net
[eases 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
Pledges 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 Habilities:
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 benelits obligation
Other labilities

Total noncurrent liabilities
Total Habilities

Net assets:
Invested in capital assets, net of related debt
Restricted for:
Nonexpendable — endowments
Expendable:
Scholarships and fellowships
Research
Loans
Capital projects
Debt service
Other
Unrestricted

Total net assets

See the accompanying auditors' report and notes to supplementary information
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19,688

500
199
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1,658,
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11,268,128

756,180
442,017
131,456
2,121,156

18,060
3,468,869

14,843
184,257

12,946
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3,680,915

1,658,199
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HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
Schedule of Revenues, Expenses. and Changes in Net Assets
Year Ended June 30, 2011
(for inclusion in the California State University)

Revenues:
Operating revenues:

Student tuition and fees (net of scholarship allowancesof S ) $ -
Grants and contracts, noncapital:
Federal 8.034.071
State 4,614,051
Local 250,933
Nongovernmental 3.320.763

Sales and services of educational activities
Sales and services of auxiliary enterprises (net of scholarship

allowancesof$ ) -
Other operating revenues 1,583,253
Total operating revenues 17.803,071
Expenses:
Operating expenses:
Instruction 916,972
Research 7.428.118
Public service 6.092.426
Academic support 344.786
Student services 1,051,770
Institutional support 844,783
Operation and maintenance of plant 242.268
Student grants and scholarships 1,510.258
Auxiliary enterprise expenses 1,453,445
Depreciation and amortization 218,374
Total operating expenses 20,103,200
Operating income (108s) (2,300,129)
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 814,622
Investment income (loss), net 16,283

Endowment income (l0ss). 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 (291.886)
Net assets:
Net assets at beginning of year. as previously reported 8.644.823
Restatements (765.724)
Net assets at beginning of year, as restated 7.879.099
Net assets at end of year $ 7,587.213

See the accompanying auditors' report and notes to supplementary information.
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HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
Other Information
June 30, 2011

(tor inclusion in the California State University)
Transactions with Related Entities

Payments to University for salaries of University personnel working on contracts, grants, and other programs
Payments to University for other than salaries of University personnel

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 Awahary Organizations

Accounts (payable to) University (enter as negative number)

Other amounts (payable to) University (enter as negative number)

Accounts receivable from University

Other amounts receivable from University

Other Postemployment Benefits Obligation (OPEB)

Annual required contribution {ARC) $ —
Contributions during the year

Increase (decrease) in net OPEB obligation (NOO)

NOO - beginning of year

NOQ - end of year &
Pollution remediation liabilities under GASB Statement No. 49:

Description Amount

Add description $
Add deseription
Add description
Add description
Add description
Add description
Add description
Add description
Add desceription
Add description
Total pollution remediation habilities $
Less: current portion
Pollution remedition habilities, net of current portion

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, 2010, as previously reported $ 8.044.823

Prior period adjustments
(170.117)

Prior period depreciation - Schatz Tree Farm
(595.607)

Prior period depreciation - Grant Equipment

[P

(Vist description of cach adjustment)

(list description of each adjustment)

o e

(list description of each adjustment)

6 (st description of each adjustment)

7 (hist description of each adjustment)

oo

(hst description of each adjustment)
9 (list description of each adjustment)

(list description of each adjustment)

Net assets as of June 30, 2010, as restated

See the accompanying auditors’ report and notes to supplementary information
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HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
Other Information

June 30, 2011

{for inclusion in the California State University)

Net asset class: 881 _

1 (breakdown of adjusting journal emry)*
Net assets invested in capital assets, net of related debt

Capital assets, net
Net asset class: 381

2 (breakdown of adjusting journal entry)

Provide a detailed breakdown of the journal entries (at the financial statement
line item level) booked to record each prior period adjustment:

Debit

Credit

oo
~
&
~J

Net assets invested in capital assets, net of related debt 595,607

Capital assets, net
Net asset class:.

3 (breakdown of adjusting journal entry)

Net asset class:

4 (breakdown of adjusting journal entry)

Net asset class:

3 (breakdown of adjusting journal enfry)

Net asset class:

6 (breakdown of adjusting journal entry)

Net asset class:

7 (breakdown of adjusting journal entry)

Net asset class:

§ (breakdown of adjusting journal entry)

Net asset class:

9 (breakdown of adjusting journal entry)

Net asset class:

10 (breakdown of adjusting journal entry)

See the accompanying auditors’ report and notes to supplementary information.
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HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
NOTES TO SUPPLEMENTARY INFORMATION
For the Year Ended June 30, 2011

NOTE1 SUPPLEMENTARY SCHEDULES

As an auxiliary organization of the California State University (CSU), Sponsored
Programs Foundation (the Foundation) is required to include audited supplementary
information in its financial statements in the form and content specified by the CSU.
As a result, there are differences in the reporting format between the Foundation’s

financial statements and the supplementary schedules for the CSU.

Due to Other Agencies

As noted in Note 5 of the Notes to the Financial Statements, the Foundation acts as
an agent for funds held in custody of certain organizations related to Humboldt State
University (the University). As a result, the activities of such funds are not recorded in
the Foundation’s Statement of Activities and the net assets of these funds are

recorded as a liability in the Foundation’s Statement of Financial Position.

As the activities of these organizations are conducted on behalf of the University, the
related activities should be consolidated in the supplementary schedules for the CSU.
The difference in presentation yields a difference between the liabilities, net assets,

and revenues and expenses as presented on the supplementary schedules.
A reconciliation of the liabilities as of June 30, 2011, is as follows:

Statement of Financial Position

Current liabilities 3 8,070,070
Non-current liabilities 1,202,564
Total liabilities 9,272,634
Less: Due to other agencies — current (4,601,201)
Less: Due to other agencies — non-current (990,518)
Total due to other agencies (5,591,719)

Schedule of Net Assets
Total liabilities 3 3,680,915

A reconciliation of the net assets as of June 30, 2011, is as follows:

Statement of Financial Position

Total net assets $ 1,995,494
Add: Due to other agencies — current 4,601,201
Add: Due to other agencies — non-current 990,518

Total due to other agencies 5591,718

Schedule of Net Assels
Total net assets $ 7,587,213

(8]
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HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
NOTES TO SUPPLEMENTARY INFORMATION
For the Year Ended June 30, 2011

Non-operating Revenues and Expenses

For purposes of the supplementary schedule, certain revenues and expenses do not
meet the criteria to be considered operating revenues and expenses. A reconciliation
of the revenues and expenses as of June 30, 2011, is as follows:

Trust
Foundation Funds Total

Statement of Activities

Change in net assets $ (70,350) % (221,536) $ (291,886)
Less non-operating activities

Investment income (16,283) - (16,283)

Contributions - (814,622) (814,622)

Rental income (34,644) - (34,644)

Program revenue and service fees (58,519) (510,820) {569,339)

Miscellaneous income {53,468) (492,047) (545,515)

Net transfers (to)/from other organizations 260,995 (517,828) (256,833)

Transfer of property to State of California 212,738 16,255 228,993

310,819 (2,319,062) (2,008,243)

Schedule of Revenues, Expenses, and Changes in

Net Assets

Operating income (loss) 3 240,469 $ (2,540,598) $ (2,300,129)

L2
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: AL Hlunter, CPA
Scott FL Munt, CPA/JABY

Tranna 1. Tavior, CPA, CFE

Members of the ATCPA

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
Humboldt State University Sponsored Programs Foundation
Arcata, California

We have audited the financial statements of Humboldt State University Sponsored Programs
Foundation (a nonprofit corporation) as of and for the year ended June 30, 2011, and have
issued our report thereon dated September 30, 2011. 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

In planning and performing our audit, we considered Humboldt State University Sponsored
Programs 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 Humboldt State University
Sponsored Programs Foundation’s internal control over financial reporting. Accordingly, we do
not express an opinion on the effectiveness of the Foundation's internal control over financial

reporting.

Our consideration of internal control over financial reporting was for the limited purpose described
in the preceding 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 and therefore, there can be no assurance that all deficiencies, significant
deficiencies, or material weaknesses have been identified. However, as described in the
accompanying schedule of findings and questioned costs, we identified a certain deficiency in
internal control over financial reporting that we consider to be material weaknesses and another
deficiency we consider to be a significant deficiency.

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 entity’s financial statements will not be prevented, or
detected and corrected on a timely basis. We consider the deficiency described in the
accompanying schedule of findings and questioned costs as number 2011-1 to be a material

weakness.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged
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with governance. We consider the deficiency described in the accompanying schedule of findings
and questioned costs as number 2011-2 to be a significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Humboldt State University Sponsored
Programs 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 that are
required to be reported under Government Auditing Standards.

We noted certain other matters that we reported to Management of Humboldt State University
Sponsored Programs Foundation in a separate letter, dated September 30, 2011.

Humboldt State University Sponsored Programs Foundation’s response to the findings
identified in our audit is described in the accompanying schedule of findings and questioned
costs. We did not audit Humboldt State University Sponsored programs Foundation’s response
and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of Management, the Board of Directors,
the California State University Chancellor's Office, federal awarding agencies and pass-through

entities and is not intended to be and should not be used by anyone other than these specified
parties.

W/W*‘M

September 30, 2011
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John B, Hunter, CPA

James A, Hunter, CPA
Scotrt B Hunt, CPA/ABY
Dionna L. Tavior, OPA, CFE

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIRMENTS THAT COULD
HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Directors
Humboldt State University Sponsored Programs Foundation
Eureka, California

Compliance

We have audited Humboldt State University Sponsored Programs Foundation’s (a nonprofit
organization, the Foundation) compliance with the types of compliance requirements described
in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement
that could have a direct and material effect on each of Humboldt State University Sponsored
Programs Foundation’s major federal programs for the year ended June 30, 2011. Humboldt
State University Sponsored Programs Foundation’s major federal programs are identified in the
summary of auditor’'s results section of the accompanying schedule of findings and questioned
costs. Compliance with the requirements of laws, regulations, contracts, and grants applicable
to each of its major federal programs is the responsibility of Humboldt State University
Sponsored Programs Foundation’s management. Our responsibility is to express an opinion on
Humboldt State University Sponsored Programs Foundation’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about Humboldt State
University Sponsored Programs Foundation's compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a
legal determination of Humboldt State University Sponsored Programs Foundation's
compliance with those requirements.

In our opinion, Humboldt State University Sponsored Programs Foundation complied, in all
material respects, with the compliance requirements referred to above that could have a direct
and material effect on each of its major federal programs for the year ended June 30, 2011.

Internal Control over Compliance

Management of Humboldt State University Sponsored Programs Foundation is responsible for
establishing and maintaining effective internal control over compliance with the requirements of
laws, regulations, contracts, and grants applicable to federal programs. In planning and
performing our audit, we considered Humboldt State University Sponsored Programs
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Foundation’s internal control over compliance with the requirements that could have a direct
and material effect on a major federal program to determine the auditing procedures for the
purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not express
an opinion on the effectiveness of Humboldt State University Sponsored Programs
Foundation’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance,
such that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely
basis.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and was not designed to identify all the deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above.

This report is intended solely for the information and use of Management, the Board of Directors,
the California State University Chancellor's Office, federal awarding agencies and pass-through
entities and is not intended to be and should not be used by anyone other than these specified

parties.

doilev , Wowome + Ko

September 30, 2011
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HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2011

NOTE 1 BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the Schedule)
includes the federal grant activity of Humboldt State University Sponsored Programs
Foundation (the Foundation) under programs of the federal government for the year
ended June 30, 2011. The information in this Schedule is presented in accordance
with the requirements of OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations. Because the Schedule presents only a selected portion
of the operations of the Foundation, it is not intended to and does not present the

financial position, changes in net assets, or cash flows of the Foundation.

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures

Expenditures reported on the Schedule are reported on the cash basis of accounting.
Such expenditures are recognized following the cost principles contained in OMB
Circular A-122, Cost Principles for Non-profit Organizations, wherein certain types of

expenditures are not allowable or are limited as to reimbursement.

Pass-through Entities

Pass-through entity identifying numbers are presented where available.
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HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 30, 2011
SECTION | - SUMMARY OF AUDITORS’ RESULTS
Financial Statements
Type of auditor's report issued: Unqualified

Internal control over financial reporting:

Material weakness(es) identified? X __Yes
Significant deficiencies identified not considered
to be material weakness(es)? X ___Yes

Noncompliance material to financial statements
noted: Yes X

Federal Awards

Internal control over major programs:

Material weakness(es) identified? Yes X
Significant deficiencies identified not considered

to be material weaknesses? Yes __ X
Type of auditor's report issued: Qualified

Any audit findings disclosed that are required to be
Reported in accordance with Circular A-133,

No

None reported

No

No

None reported

Section .510(a) Yes X No
Identification of major programs:
CFDA Number(s) Name of Federal Program or Cluster
Various Research and Development Cluster
Various TRIO Cluster
59.037 Small Business Development Centers
Dollar threshold used to distinguish between Types
A and B programs: $300,000
Auditee qualified as low-risk auditee? X___Yes No
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HUMBOLDT STATE UNIVERSITY SPONSORED PROGRAMS FOUNDATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 30, 2011

SECTION Ii - FINDINGS FINANCIAL STATEMENT AUDIT
Material Weakness:

2011-1
Criteria - OMB Circular A-110 (2 CFR part 215) stipulates that Management is responsible for
the selection and application of accounting principles and for the fair presentation of the
financial statements in conformity with GAAP. Management is also responsible for ensuring
that financial information is reliable and properly recorded and for adjusting the financial
statements to correct material misstatements.

Statement of Condition - Control systems in place prior to July 1, 2010, did not prevent,
detect. or correct an error in cut-off related to accounts payable which resulted in an
understatement of accounts payable and an understatement of expenses as of June 30,
2010. This circumstance led to improper revenue recognition such that grant revenues and
related receivables were also understated at June 30, 2010.

Internal control improvements implemented during the current year helped to bring this matter
to light, and the overall impact is a timing difference in the recognition of revenue and
expenses with no misapplication of grant funds in either period.

Questioned Costs - Not applicable.

Perspective Information - As a result of the above condition there was a material audit
adjustment to the financial statements to properly state the revenues and expenses for the
year ended June 30, 2011.

Cause and Effect - The time constraint for submitting authorized and allowable expenditures
to be recorded in the fiscal year ended June 30, 2010, was set at July 29, 2010. However,
invoices submitted after July 29, 2010, were material to the financial statements but not
accrued at June 30, 2010. This resulted in an overstatement of expenditures and associated
revenue for the fiscal year ended June 30, 2011, prior to the audit adjustment.

Recommendation - We recommend that the submission period be extended and that the
need for timely submission of invoices be communicated.

Actions Taken - The above recommendation has already been implemented. See also
Management's response and corrective action plan.

Significant Deficiency:

2011-2
Criteria - OMB Circular A-110 (2 CFR part 215) requires that non-Federal entities receiving
Federal awards shall establish and maintain accounting and internal control systems
appropriate to the size and complexity of the organization and to separate functions
appropriate to organizational size to safeguard assets and maintain financial stability.
Management is responsible for the establishment and maintenance of internal controls,
including internal controls over financial reporting.
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Statement of Condition - Constraints due to deadlines to issue the financial statements limit
the timeliness and thoroughness of detail review by Management.

Questioned Costs - Not applicable.

Perspective Information - The financial statements of the organization summarize a complex
volume of information. FEach element requires reconciliation and review to insure the
accuracy and completeness of the information. Changes and updates to information that
support and underlie the financial statements require additional significant review.

Cause and Effect - Account reconciliations were submitted for audit prior to Management
review. As a result, errors were detected in the account reconciliations and they had to be

revised.

Recommendation - We recommend that Management review account reconciliations prior to
submission for audit.

Actions Taken - See Management's response and corrective action plan.

SECTION 1lI - FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD
PROGRAMS AUDIT

No findings or questioned costs.

Prior year findings:
SMALL BUSINESS ADMINISTRATION'S SMALL BUSINESS DEVELOPMENT CENTERS

2010-1 Deficiency in Monitoring Sub-recipients Related to the Small Business
Administration’s Small Business Development Centers

A pass-through entity assumes responsibility for complying with federal requirements when it
accepts federal awards. Federal agencies hold the pass-through entity ultimately responsible
for compliance at the sub-recipient level. The Foundation is responsible for informing the sub-
recipient of applicable federal requirements as well as identifying the source of funding and any
additional administrative requirements imposed on the sub-recipient. No audit reports were
obtained from the SBDC sub-recipients as required by OMB Circular A-133.

The Foundation should obtain A-133 audits reports from the SBDC pass-through entities to
monitor their compliance with Single Audit requirements applicable to them.

Response:

Management notes that sub-recipient monitoring procedures were not formally established;
therefore the review of A-133 audit reports from the SBDC pass-through entities was not
performed. Procedures are being implemented to fulfill all sub-recipient monitoring compliance
requirements per the OMB A-133 Compliance Supplement.
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Condition:

The Foundation contracts with third parties to provide administrative services with respect to its
SBDC grant program. The Foundation receives invoices from these third parties for program
related expenditures and reimburses them based upon the information contained in those
invoices. Since these third parties do not provide A-133 audits or certification that they are not
required to obtain such an audit, the Foundation does not have the information needed to
detect possible errors made by the sub-recipients.

Possible Effects:
The Foundation may have overstated grant expenditures for the fiscal year.

Cause:
Sufficient reporting documentation is not provided to assure sub-recipient compliance with OMB

A-133 requirements.

Recommendation:

It is recommended that the Foundation establish pre-award procedures to ensure receipt of a
sub-recipient’s A-133 audit or certification from the sub-recipient that an A-133 audit is not
required prior to the grant award.

Status of finding as of September 2011:
It has been determined that at the time of this finding the A-133 audits of sub-recipients had
been obtained and reviewed and a monitoring and review process had been implemented and

performed.
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