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Independent Auditors’ Report

Dr. Norma S. Rees
President
California State University, Hayward:

We have audited the accompanying combined balance sheet of California State University, Hayward (the
University) as of June 30, 1999 and the related combined statements of changes in fund balances and net
assets and current funds revenues, expenditures and other changes for the year then ended. These
combined financial statements are the responsibility of the University’s management. Our responsibility is
to express an opinion on these combined financial statements based on our audit. We did not audit the
financial statements of the discretely presented auxiliary organizations. Those statements were audited by
other auditors whose reports have been furnished to us, and our opinion, insofar as it relates to the
amounts included for the discretely presented auxiliary organizations, is based solely on the reports of the
other auditors.

We conducted our audit in accordance with generally accepted auditing standards. 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 significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit and the reports of the other auditors provide a reasonable
basis for our opinion.

In our opinion, based on our audit and the reports of the other auditors, the combined financial statements
referred to above present fairly, in all material respects, the financial position of the University as of
June 30, 1999, and the changes in its fund balances and net assets and its current funds revenue,
expenditures and other changes for the year then ended in conformity with generally accepted accounting
principles.
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Assets

Cash and cash equivalents
Accounts receivable, net
Investments

Other investments

Due from other funds

Prepaid expenses and other assets
Property, plant and equipment, net

Total assets

Liabilities, Fund Balances
and Net Assets
Liabilities:
Accounts payable
Accrued salaries and benefits payable
Due to other funds
Deferred revenues
Accrued compensated absences
Capitalized lease obligations
Long-term debt obligations
Self-insurance claims liability
Depository accounts
Other liabilities
Total liabilities
Fund balances and net assets:

Fund balances:

Unrestricted — designated

Unrestricted — undesignated

Restricted

Unexpended plant, restricted

Net investment in plant

Total fund balances
Net assets — unrestricted
Total net assets

Total fund balances and
net assets

Total liabilities, fund balances

and net assets

$

CALIFORNIA STATE UNIVERSITY, HAYWARD
Combined Balance Sheet
June 30, 1999

Total Total reporting
University entity
Current funds Loan Endowment Agency Plant (memorandum Auxiliary (memorandum
Unrestricted Restricted funds funds funds Funds only) organizations only)

5,483,269 99,617 3,633 7,875 52,272 60,277 5,706,943 4,175,462 9,882,405
12,490,187 1,014,486 4,479,487 — — 580,319 18,564,479 1,919,720 20,484,199
11,302,519 165,000 263,000 355,000 635,000 — 12,720,519 4,447,680 17,168,199
— — — — — — — 5,609,003 5,609,003
836,541 — — — — — 836,541 — 836,541
2,503,877 — — — — — 2,503,877 2,088,427 4,592,304
— — — — — 129,841,410 129,841,410 8,561,363 138,402,773
32,616,393 1,279,103 4,746,120 362,875 687,272 130,482,006 170,173,769 26,801,655 196,975,424
6,503,851 — — — — 57,457 6,561,308 1,323,858 7,885,166
5,635,259 — — — — — 5,635,259 519,442 6,154,701
— 683,935 — — — 152,606 836,541 — 836,541
3,786,960 — — — — — 3,786,960 — 3,786,960
4,392,882 — — — — — 4,392,882 76,054 4,468,936
— — — — — 194,590 194,590 — 194,590
— — — — — 5,133,850 5,133,850 10,930,000 16,063,850
1,727,000 — — — — — 1,727,000 — 1,727,000
— — — — 687,272 — 687,272 272,466 959,738
56,859 — — — — 47,550 104,409 6,397,713 6,502,122
22,102,811 683,935 — — 687,272 5,586,053 29,060,071 19,519,533 48,579,604
10,513,582 — — — — — 10,513,582 — 10,513,582
— — — — — — — 1,196,148 1,196,148
— 595,168 4,746,120 362,875 — — 5,704,163 — 5,704,163
— — — — — 382,982 382,982 — 382,982
— — — — — 124,512,971 124,512,971 855,261 125,368,232
10,513,582 595,168 4,746,120 362,875 — 124,895,953 141,113,698 2,051,409 143,165,107
— — — — — — — 5,230,713 5,230,713
— — — — — — — 5,230,713 5,230,713
10,513,582 595,168 4,746,120 362,875 — 124,895,953 141,113,698 7,282,122 148,395,820
32,616,393 1,279,103 4,746,120 362,875 687,272 130,482,006 170,173,769 26,801,655 196,975,424

See accompanying notes to combined financial statements.



CALIFORNIA STATE UNIVERSITY, HAYWARD
Combined Statement of Changes in Fund Balances and Net Assets
Year ended June 30, 1999

Total Total reporting
University entity
Current funds Loan Endowment Plant (memorandum Aucxiliary (memorandum
Unrestricted Restricted funds funds funds only) Organizations only)
Revenues and other additions:
State appropriations $ 76,046,791 — — — 588,274 76,635,065 — 76,635,065
Fees and tuition 34,702,616 — — — — 34,702,616 1,515,167 36,217,783
Investment income 1,151,366 — 107,110 — — 1,258,476 156,874 1,415,350
Endowment income — 40,563 — 940 — 41,503 — 41,503
Federal grants and contracts 120,160 7,406,823 15,210 — — 7,542,193 3,197,548 10,739,741
State grants and contracts 240,799 1,343,833 — — — 1,584,632 680,997 2,265,629
Private gifts, grants, and contracts 2,090,763 319,130 — 4,000 — 2,413,893 604,372 3,018,265
Sales and service of educational activities 994,109 — — — — 994,109 — 994,109
Sales and service of auxiliary enterprises 4,209,168 — — — — 4,209,168 7,978,982 12,188,150
Expended for plant facilities (including current funds of
$2,318,476) — — — — 4,707,697 4,707,697 — 4,707,697
Retirement of indebtedness — — — — 275,252 275,252 — 275,252
Other 1,540,042 157,952 23,344 — 2,390,916 4,112,254 6,636 4,118,890
Total revenues and other additions 121,095,814 9,268,301 145,664 4,940 7,962,139 138,476,858 14,140,576 152,617,434
Expenditures and other deductions:
Educational and general:
Instruction 55,285,848 177,273 — — — 55,463,121 2,377,444 57,840,565
Research —_ —_ —_ —_ —_ —_ 1,412,582 1,412,582
Public service 138,862 64,203 — — — 203,065 — 203,065
Academic support 11,394,383 253,294 — — — 11,647,677 63,624 11,711,301
Student services 11,201,085 64,367 — — — 11,265,452 7,548 11,273,000
Institutional support 21,258,037 119,892 — — — 21,377,929 185,917 21,563,846
Operation and maintenance of plant 8,557,945 3,017 — — — 8,560,962 — 8,560,962
Student grants and scholarships 4,798,928 8,741,241 — — — 13,540,169 — 13,540,169
Total educational and general expenditures 112,635,088 9,423,287 — — — 122,058,375 4,047,115 126,105,490
Other expenditures:
Auxiliary enterprise expenditures 3,296,314 — — — — 3,296,314 9,189,948 12,486,262
Loan cancellations and write-offs — — 94,646 — — 94,646 — 94,646
Expended for plant facilities (including noncapitalized of
$421,939) — — — — 2,811,160 2,811,160 — 2,811,160
Retirement of indebtedness — — — — 275,252 275,252 — 275,252
Interest on indebtedness — — — — 302,299 302,299 565,391 867,690
Disposal of plant facilities — — — — 1,388,163 1,388,163 — 1,388,163
Total other expenditures 3,296,314 — 94,646 — 4,776,874 8,167,834 9,755,339 17,923,173
Total expenditures and other deductions 115,931,402 9,423,287 94,646 — 4,776,874 130,226,209 13,802,454 144,028,663
Transfers among funds — additions (deductions):
Mandatory transfers:
Federal program matching (109,593) 104,523 5,070 — — — — —
Principal and interest (472,856) — — — 472,856 — — —
Payments on capital lease obligations (103,000) — — — 103,000 — — —
Nonmandatory transfers:
Other (124,519) 124,519 — — — — — —
Total transfers (809,968) 229,042 5,070 — 575,856 — — —
Net increase (decrease) in fund balances and net assets 4,354,444 74,056 56,088 4,940 3,761,121 8,250,649 338,122 8,588,771
Fund balance and net assets at beginning of year 6,159,138 521,112 4,690,032 357,935 121,134,832 132,863,049 6,944,000 139,807,049
Fund balance and net assets at end of year $ 10,513,582 595,168 4,746,120 362,875 124,895,953 141,113,698 7,282,122 148,395,820

See accompanying notes to combined financial statements.



CALIFORNIA STATE UNIVERSITY, HAYWARD

Combined Statement of Current Funds Revenues, Expenditures and Other Changes

Year ended June 30, 1999

Revenues:
State appropriations $
Fees and tuition
Investment income
Endowment income
Federal grants and contracts
State grants and contracts
Private gifts, grants, and contracts
Sales and service of educational activities
Sales and service of auxiliary enterprises
Other

Total revenues and other additions

Expenditures and mandatory transfers:
Educational and general:
Instruction
Public service
Academic support
Student services
Institutional support
Operation and maintenance of plant
Student grants and scholarships

Total educational and general
expenditures

Auxiliary enterprises expenditures

Transfers among funds — additions (deductions):
Mandatory transfers:
Federal program matching
Principal and interest
Payments on capital lease obligations
Nonmandatory transfers:
Other

Total transfers
Total expenditures and transfers

Excess of restricted receipts over transfers to
revenues

Net increase In fund balances $

Total
Current Funds (memorandum
Unrestricted Restricted only)
76,046,791 — 76,046,791
34,702,616 — 34,702,616
1,151,366 — 1,151,366
— 40,563 40,563
120,160 7,406,823 7,526,983
240,799 1,343,833 1,584,632
2,090,763 245,074 2,335,837
994,109 — 994,109
4,209,168 — 4,209,168
1,540,042 157,952 1,697,994
121,095,814 9,194,245 130,290,059
55,285,848 177,273 55,463,121
138,862 64,203 203,065
11,394,383 253,294 11,647,677
11,201,085 64,367 11,265,452
21,258,037 119,892 21,377,929
8,557,945 3,017 8,560,962
4,798,928 8,741,241 13,540,169
112,635,088 9,423,287 122,058,375
3,296,314 — 3,296,314
(109,593) 104,523 (5,070)
(472,856) — (472,856)
(103,000) — (103,000)
(124,519) 124,519 —
(809,968) 229,042 (580,926)
116,741,370 9,194,245 125,935,615
— 74,056 74,056
4,354,444 74,056 4,428,500

See accompanying notes to combined financial statements.
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CALIFORNIA STATE UNIVERSITY, HAYWARD
Notes to Combined Financial Statements
June 30, 1999

Organization

California State University, Hayward (the University) was established as a campus of the California State
University under the State of California Education Code to offer undergraduate and graduate instruction for
professional and occupational goals emphasizing a broad liberal arts education. As one of 22 campuses in
the California State University system (the System), the University is included in the combined financial
statements of the System. Responsibility for the System is vested in the Trustees of California State
University (the Trustees) who, in turn, appoint the Chancellor, the chief executive officer of the System,
and the University President, the chief executive officer of the University.

The University provides instruction for baccalaureate, master’s and certificate programs, and operates
various auxiliary enterprises such as student housing and parking facilities. In addition, the University
administers a variety of financial aid programs which are funded primarily through state and Federal
programs.

Summary of Significant Accounting Policies
(@ Financial Reporting Entity

The accompanying combined financial statements include the accounts of the University and the
University’s three recognized Auxiliary Organizations. These Auxiliary Organizations are legally
separate entities that provide services primarily to the University’s students and faculty. Separate
financial statements are issued for each of the recognized Auxiliary Organizations and may be
obtained from the University.

The discretely presented Auxiliary Organizations are as follows:

. California State University, Hayward Foundation, Inc.
. University Union of California State University, Hayward
. Associated Students, California State University, Hayward

5 (Continued)
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CALIFORNIA STATE UNIVERSITY, HAYWARD
Notes to Combined Financial Statements
June 30, 1999

Summary information for the discretely presented Auxiliary Organizations is as follows:

California University Associated
State Union of Students,
University, California California
Hayward State State
Foundation, University, University,
Inc. Hayward Hayward Total
Current assets $ 16,164,661 896,551 1,179,080 18,240,292
Investment in plant 7,706,102 53,975 801,286 8,561,363
Current liabilities 1,449,022 169,493 709,990 2,328,505
Long-term liabilities 17,191,028 — — 17,191,028
Revenues 11,285,714 1,578,655 1,276,207 14,140,576
Current expenditures 10,602,448 1,376,323 1,258,292 13,237,063
Debt service expenditures 565,391 — — 565,391
Excess of revenues over
expenditures 117,875 202,332 17,915 338,122

The Auxiliary Organizations are presented in the accompanying combined financial statements as
component units due to the nature and significance of their relationship with the University. The
relationships are such that exclusion of these organizations from the reporting entity would render
the financial statements incomplete, primarily due to the activities that the organizations carry out on
behalf of the University, such as research, grant administration, foodservice and academic support.
The Auxiliary Organizations are discretely presented to allow the financial statement users to
distinguish them from the University.

Basis of Presentation

The accompanying combined financial statements are prepared on the accrual basis of accounting in
accordance with generally accepted accounting principles promulgated by the Governmental
Accounting Standards Board and the financial statement model of the American Institute of Certified
Public Accountants’ Industry Audit Guide, Audits of Colleges and Universities.

The accompanying combined statement of current funds revenue, expenditures and other changes is a
statement of financial activities of funds related to the current reporting period. It does not purport to
present the results of operations or the net income or loss for the period as would a statement of
income and expense.

Fund Accounting

In order to ensure the observance of limitations and restrictions placed on the use of the resources
available to the University, the accounts are maintained in accordance with the principles of fund
accounting. Resources for various purposes are classified for accounting and reporting purposes into
funds that are in accordance with specified activities or objectives. This is done in accordance with
regulations, restrictions or limitations imposed by donors or sponsoring agencies outside the
University, or in accordance with directives issued by the Trustees.

6 (Continued)



CALIFORNIA STATE UNIVERSITY, HAYWARD
Notes to Combined Financial Statements
June 30, 1999

A fund is an accounting entity with a self-balancing set of accounts for recording assets, liabilities,
fund balance and changes in the fund balance. Separate accounts are maintained for each fund;
however, funds with similar characteristics are combined into fund groups for reporting purposes.
The funds maintained by the University are as follows:

Current Funds — Used primarily to account for transactions that are expended in performing
the primary and support objectives of the University, i.e., instruction, research, public service,
academic support, student services, institutional support, operation and maintenance of plant,
scholarships and fellowships and auxiliary enterprise activities. Current funds are segregated
into separately balanced fund groups as follows:

Unrestricted — Used to account for transactions related to the University’s general fund
appropriations, its operation of extended education programs, its portion of State of
California lottery revenues allocated to the System and the activities of auxiliary
enterprises and other substantially self-supporting activities. Extended education
instructional programs include master’s, certificate and other non-degree programs.
Lottery revenues are used to support augmented instructional programs for specific
purposes not necessarily funded from general fund appropriations. Auxiliary enterprises
include, but are not limited to, parking and student housing and are separate and distinct
from the recognized Auxiliary Organizations discussed in the Financial Reporting Entity
section above. Whereas assets, liabilities and fund balances of auxiliary enterprises are
combined with other unrestricted current funds for reporting purposes, revenue and
expenditures of auxiliary enterprises are reported separately. Self-supporting activities
primarily provide services for students, faculty and staff and are funded by fees,
unrestricted gifts and other income designated for specific purposes by the Trustees.

Fund balances, even though considered unrestricted for reporting purposes, have
legislative or bond indenture requirements associated with their use. These requirements
limit the area of operations for which expenditures from the funds may be made and
require that fund balances be designated to support future operations in those areas.
Primary among the funds that have designated uses are those related to the operations of
the campus housing program.

Restricted — Used to account for current funds expended for operating purposes but
restricted by donors or other outside agencies as to the specific purpose for which they
may be expended.

Loan Funds — Consist of funds received primarily from the Federal government for student
loans. Funds under Federal loan programs may be re-loaned after collection, but are ultimately
refundable to the Federal government.

Endowment Funds — Consist of donated funds that, as a condition of gift instruments,
generally require principal to be invested in perpetuity.
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(d)

(€)

()

(9)

(h)

CALIFORNIA STATE UNIVERSITY, HAYWARD
Notes to Combined Financial Statements
June 30, 1999

. Agency Funds — Consist primarily of resources held by the University on behalf of others. As
these funds are custodial in nature and transactions do not represent activities carried out by
the University, such transactions are not included in the combined statement of changes in fund
balances.

. Plant Funds - Consist primarily of property, plant, equipment, library books, bound
periodicals and collections and the related debt. This fund also accounts for transactions
related to the University’s State of California capital outlay appropriations.

Investments

University investments are reflected at fair value. Gains and losses on the investments are included in
the accompanying combined statement of changes in fund balances and net assets as investment
income.

Property, Plant and Equipment

Property, plant and equipment are stated at cost or estimated historical cost when purchased or at
estimated fair value when donated. Equipment with a value of less than $5,000 is not capitalized.
Title to all assets, whether purchased, constructed or donated, is held by the State of California. No
provision for depreciation has been recorded in the accompanying combined financial statements for
these assets.

Due to/from Other Funds

All interfund borrowings and claims are generally payable within one year without interest.

Deferred Revenues

Deferred revenues consist primarily of fees collected in advance for summer session and continuing
education programs.

Compensated Absences

University employees accrue annual leave at rates based on length of service and job classification.

State Appropriations

The State of California appropriates funds to the System on an annual basis. The appropriations are,
in turn, allocated among the campuses by the Office of the Chancellor. Appropriations are
recognized as revenue when authorization is received and are reported in either the Current
Unrestricted Fund when used to support general operations or in the Plant Fund when used for
capital projects. State appropriations revert back to the State of California after five years.
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CALIFORNIA STATE UNIVERSITY, HAYWARD
Notes to Combined Financial Statements
June 30, 1999

Income Taxes

The System was established under the State of California Education Code as an agency of the state of
California. As a campus of the System, the University is generally not subject to Federal or state
income taxes. However, the University remains subject to income taxes on any net income which is
derived from a trade or business, regularly carried on and not in furtherance of the purpose for which
it was granted exemption. No income tax provision has been recorded as the net income, if any, from
any unrelated trade or business, in the opinion of management, is not material to the combined
financial statements taken as a whole.

The University has not undergone any recent Internal Revenue Service or state income tax audits and
no provision has been made for any assessments that may result from such audits. In the opinion of
management, any such possible assessments would not be material to the combined financial
statements taken as a whole.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities in the accompanying combined financial statements. Actual results could differ from
those estimates.

Total Columns

The total columns on the accompanying combined financial statements are captioned (memorandum
only) to indicate that they are presented only to facilitate financial analysis. Such data is not
comparable to a consolidation as interfund eliminations have not been made. Therefore, amounts in
these columns do not present financial position or results of operations in conformity with generally
accepted accounting principles.

Cash, Cash Equivalents and Investments

The deposits of the University, included as cash and cash equivalents in the accompanying combined
financial statements, are maintained at financial institutions and are fully insured or collateralized as
required by state law.

State law and regulations stipulate the eligible securities for investment of surplus monies for the
University. The System’s investment policy authorizes excess funds to be invested in obligations of the
Federal and California State governments, certificates of deposit and certain other investment instruments.
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CALIFORNIA STATE UNIVERSITY, HAYWARD

Notes to Combined Financial Statements
June 30, 1999

As of June 30, 1999, University investments are pooled at both the campus and systemwide levels.
Separate accounting is maintained as to the amounts allocable to the various campuses, funds and

programs. Investments for the University consisted of the following as of June 30, 1999:

Met West Total Return Fund $
Met West Short-Term Fund

Funds held in State Treasury

State of California Surplus Money Investment Fund

Other investments

$

(4) Receivables
Receivables as of June 30, 1999, by fund, consisted of the following:
Current Unrestricted Funds:

State appropriations
Auxiliary organizations

Student accounts, net of allowance for doubtful accounts of

$1,268,865

Other, net of allowance for doubtful accounts of $270,146

Current Restricted Funds:
Government grants and contracts
Other

Loan Funds:
Government grants and contracts

Student loans receivable, net of allowance for doubtful accounts of

$575,238

Plant Funds:
State appropriations

10

12,720,519

4,820,965
5,149,233

1,379,909
1,140,080

12,490,187

1,006,646
7,840

1,014,486

100,701

4,378,786

4,479,487

580,319

(Continued)



CALIFORNIA STATE UNIVERSITY, HAYWARD
Notes to Combined Financial Statements
June 30, 1999

(5) Property, Plant and Equipment
Property, plant and equipment as of June 30, 1999 consisted of the following:

Land $ 3,789,747
Buildings and building improvements 81,420,378
Improvements, other than buildings 8,645,402
Equipment 12,692,505
Library books, bound periodicals and collections 11,836,416
Construction work in process 11,456,962

$ 129,841,410

(6) Lease Obligations

The University is obligated under a capital lease agreement for the acquisition of energy efficient
equipment with a carrying value of $495,000 as of June 30, 1999. The lease bears an interest rate of 5%
and has a term expiring in 2001.

Future minimum lease payments under the capital lease agreement are as follows:

Year ending June 30:

2000 $ 103,000
2001 103,000
Total minimum lease payments 206,000

Less amount representing interest (11,410)
Present value of future minimum lease payments  $ 194,590

Lease financing is provided to the System for the construction of various system and campus facilities
through its participation with the State of California in the State Public Works Board Lease Revenue Bond
Program. Certain capital assets recorded by the University may have been financed under these
arrangements. However, since the obligation for the repayment of this financing rests with the System and
the proceeds of such financing are not readily identifiable with a campus or project, a substantial portion of
such financing is not allocated to the individual campuses of the System. Unallocated Lease Revenue
Bonds outstanding for the System as of June 30, 1999 totaled approximately $739,287,000.
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CALIFORNIA STATE UNIVERSITY, HAYWARD
Notes to Combined Financial Statements
June 30, 1999

Long-Term Debt Obligations

(@)

(b)

General Obligation Bond Program

The General Obligation Bond program of the State of California has provided capital outlay funds
for the three segments of California Higher Education through voter-approved bonds. Each of the
approved bond programs provides a pool of available funds which is allocated on a project-by-project
basis among the University of California, the California State University and the Community
Colleges. Financing provided to the System through State of California General Obligation Bonds is
not allocated to the System by the State of California. This debt remains the obligation of the state
and is funded by state tax revenues. Accordingly, such debt is not reflected in the accompanying
combined financial statements. Total General Obligation Bond debt carried by the state related to
California State University projects is approximately $564,858,000.

Revenue Bond Programs

The Revenue Bond Act of 1947 provides the Board of Trustees with the ability to issue revenue
bonds to fund four specific self-supporting programs. The statute has enabled the Trustees to finance
student housing, parking facilities, student unions and health centers. Outstanding bonds as of June
30, 1999 consist of campus student housing and student union bonds.

The housing program provides on-campus housing primarily for students. Housing is a self-
supporting program deriving its revenues from fees collected for the use of the residence facilities.
Funds are used for current operating expenses, maintenance and repair, improvements to facilities,
and interest and principal payments on outstanding bonds. Available balances after payment of all
operating expenses and required charges remain available for future program expenses and capital
needs.

The student union program provides facilities and programs aimed at creating and enhancing learning
experiences outside the classroom by promoting interaction among students, faculty and staff. The
student union program is self-supporting and derives its revenues primarily from student fees and
interest income. Funds are used for maintenance and repair, improvements to facilities, and interest
and principal payments on outstanding bonds. After payment of all authorized charges, the balances
of these funds are available for transfer to the campus auxiliary organization that has contracted with
the University to operate the facility. The operating entity may derive additional revenue from
facility subrental, recreational and commercial activities, and interest income.

The net revenues from the housing program and student union fees are pledged to retire the related
revenue bonds.

12 (Continued)



CALIFORNIA STATE UNIVERSITY, HAYWARD
Notes to Combined Financial Statements
June 30, 1999

Long-term debt obligations of the University as of June 30, 1999 consist of the following:

Fiscal year Original issue Amount
Description Interest rate maturity date amount outstanding

Housing System Revenue

Bonds Series AV 4.25-557% 2015/16 $ 4,186,049 3,953,850
Student Union Revenue

Bonds Series A 55-7.5% 2012/13 1,415,000 1,180,000
Total long-term debt

obligations $ 5,601,049 5,133,850

Long-term debt principal obligations outstanding as of June 30, 1999 mature in the following fiscal
years:

2000 $ 176,850
2001 188,300
2002 199,750
2003 215,500
2004 229,100
2005 and thereafter 4,124,350

$ 5,133,850

(8) Pension Plan and Postretirement Benefits

(@)

Plan Description

The University, as an agency of the State of California, contributes to the California Public
Employees’ Retirement System (CalPERS). The state’s plan with CalPERS is an agent multiple-
employer defined benefit pension plan. For the University, the plan acts as a cost-sharing multiple-
employer defined benefit pension plan which provides a defined benefit pension and postretirement
benefit program for substantially all eligible University employees. CalPERS functions as an
investment and administrative agent for its members. The plan also provides survivor, death and
disability benefits. Eligible employees are covered by the Public Employees’ Medical and Hospital
Care Act (PEMHCA) for medical benefits.

CalPERS issues a publicly available comprehensive annual financial report that includes financial
statements and required supplementary information. Copies of the CalPERS annual financial report
may be obtained from the California Public Employees’ Retirement System Executive Office,
400 P Street, Sacramento, California 95814.
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CALIFORNIA STATE UNIVERSITY, HAYWARD
Notes to Combined Financial Statements
June 30, 1999

(b) Funding Policy

University personnel are required to contribute 5% of their monthly earnings in excess of $513 per
month to CalPERS. The University is required to contribute at an actuarially determined rate; the
current rate is approximately 8.5% of annual covered payroll. The contribution requirements of the
plan members are established and may be amended by CalPERS.

The University’s contributions to CalPERS for the most recent three fiscal years were equal to the
required contributions and were as follows:

1997 $ 7,131,859
1998 7,436,473
1999 4,961,854

Self-Insurance Claims Liability

The System and certain of its Auxiliary Organizations have established a public entity risk pool to manage
centrally workers’ compensation, industrial and nonindustrial disability, and general organizational risks on
a systemwide basis. The liability included in the accompanying combined financial statements reflects the
estimated ultimate cost of settling claims relating to events that have occurred on or before June 30, 1999.
The liability includes the amount that will be required for future payments of claims that have been
reported and claims related to events that have occurred but have not been reported. The liability is
estimated through an actuarial calculation using individual-case basis valuations and statistical analyses.
Although considerable variability is inherent in such estimates, management believes that the liability is
reasonably adequate as of June 30, 1999. Changes in the System’s self-insurance claims liability for the
two years ended June 30, 1999 are as follows:

Liability as of June 30, 1997 $ 51,172,000
Incurred claims and changes in estimates 28,586,000
Claim payments (18,832,000)
Liability as of June 30, 1998 60,926,000
Incurred claims and changes in estimates 35,721,000
Claim payments (24,524,000)
Liability as of June 30, 1999 $ 72,123,000

As of June 30, 1999, approximately $17,216,000 in assets have been set aside to fund the claims liability.
The University maintains excess general liability insurance coverage provided by Schools Excess Liability
Fund (SELF), a Joint Powers Authority, with coverage for individual claims between $1,000,000 and
$24,000,000 per occurrence. The University also maintains excess workers’ compensation insurance
provided by SELF for individual claims over $350,000 per occurrence. There have been no settlements in
the most recent three fiscal years that have exceeded insurance limits.
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The University’s allocation of the total System’s self-insurance claims liability as of June 30, 1999 was
approximately 3%, or $1,727,000, and has been recorded in the accompanying combined financial
statements.

Commitments and Contingencies

Federal grant programs are subject to review by the grantor agencies, which could result in requests for
reimbursement to grantor agencies for disallowed expenditures. Management believes that it has adhered to
the terms of its grants and that any disallowed expenditures resulting from such review would not have a
material effect on the financial position of the University.

Transactions with Related Entities

The System is an agency of the State of California and, as such, processes substantially all of its revenue
and expenditure activity through the Office of the California State Controller. State appropriations
allocated to the University through the Office of the Chancellor aggregated $76,635,065 for the year ended
June 30, 1999. State appropriations receivable aggregated $5,401,284 as of June 30, 1999.

As headquarters for the System, the Office of the Chancellor administers certain activities centrally for the
individual campuses. Primary among these activities are debt administration and risk pool administration.
The administrative costs associated with the operations of the Office of the Chancellor are not allocated to
the individual campuses’ financial statements.

As discussed at notes 6 and 7, the University has recorded property, plant and equipment which were
financed by System or State of California obligations which have not been allocated to the University. For
the year ended June 30, 1999, such additions of property, plant and equipment totaled $2,390,916 and are
included in other revenue in the plant fund in the accompanying statement of changes in fund balances.

New Accounting Standard

On February 23, 2000, the Governmental Accounting Standards Board issued Technical Bulletin (TB)
2000-1, Disclosures About Year 2000 Issues — a Rescission of Technical Bulletins 98-1 and 99-1. TB
2000-1 rescinds the Year 2000 disclosure requirements of TBs 98-1 and 99-1 effective for financial
statements issued after February 22, 2000. The University has elected to apply TB 2001-1, and to omit the
Year 2000 disclosures previously required by TBs 98-1 and 99-1.
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