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E_- PRICE PAIGE - COMPANY
ks Accountancy Corporation

The Place 1o Be

To the Board of Directors of

The Agricultural Foundation of
California State University. Fresna
Fresno, Califormnia

We have awdited the accompanying financial statements of The Agriculivral Foundalion of California
State University, Fresno (The Agriculbural Foundation), which comprise the statements of financial
position a5 of June 30, 2019 and 2018, and the related statements of activittes and cash flows for the
years then ended, and the related notes to the financial statements

Management’s Responsibility for the Financial Statements

Management is responsibla for the preparalion and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of Amernica; this includes
the design, implemeaniation, and maintenance of internal control relevant (o the preparation and fair
praseniation of financial statements that are free from material misstalement, whether due to fraud or

2ror.
Auditor's Responsibility

Cwur responsibility is o express an opinkon on these financial statements based on our audits. We
conducted our audits in accordance with audiing standards generally accepted in the United States of
Amenca, Those standards require thal we plan and perform the audit 1o oblain reasonable assurance
aboul whether the financial statements are free from malerial misstalement

An audil involves performing procedures to oblain audit evidence about the amounts and disclosures in
the financial stalements. The procedures selected depend on the auditors judgment, including the
assessmant of the risks of material misstatement of the financial statements, whether due to fraud or emor,
In making those msk assessments, the auditor considers internal controll relevant to The Agriculiural
Foundation's preparation and fair presentation of the financial statements in order to design audit
proceduras thal are appropnate in the dircumstances, bul not for the purpose of expressing an opinion on
the effectvenass of The Agricultural Foundation’s infernal control.  Accordingly, we express no Such
opinion.  An Budd also includes evaluating the appropriatensess of accounting policies used and the
reasonableness of significant accounting estimates made by management. as well as evaluating the
overall presentation of the financial statements.

We believe that the audid evidence we have cbtained is sufficient and appropriate o provide a basis for
o audit opinéon.

677 Scatt Avaives
Clems, CA 93612

bl 55%.259.9540
fax 535.259.1344

W PP pa Lo




Qpinion

In our opinion, the financial siatemenis referred 1o above present fairly, in all maeterial respects, he
financial positon of The Agncultural Foundation of California State Universily, Fresno as of June 30, 2019
and 20186, and the changes in its net asseds and its cash Nows for (he years then ended in actordance
with accounting principles generally accepted in the United States of America.

Report on Additional Infermation

Cwur audit was conducted for the purpose of forming an opinion on the financial statemants as a
whole. The information reflected on pages 20-24 s presented, as required by the Chancellor of the
Cabformia State Unniersity, for purposes of additional analysis and is not a required part of the financial
statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the financial statements. The
ifformation has been subjecled to the auditing procedures appled in the audit of the financial
statenents and certain additional procedures, including comparng and reconciing such information
directly io the underlying accounting and other records used o prepare the fingncial siaslemenis of
to the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of Amenca. In our opinion, the information is fairly
stated in all material respecis in relation to the financial statements as a whole.

Prise. Pugs. ¥ Company.

Clovis, California
September 5, 2018



THE AGRICULTURAL FOUNDATION OF CALIFORMNIA STATE UNIVERSITY, FRESNO
STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2018 AND 2019
2l 2019
ASSETS
Current Assets:
Cash and Cash Eguivalents (Motes 3 and 4) £ |,168447 £ 594,401
Accounls Receivable (Mote 2) 434 662 470,716
Allowance for Doubiful Accounts (Note 2) {35040} (3.500%
Inventories at Cost and Unit Livestock Method (Motes 2 and &) 638,174 693,767
Investment in Growing Crops (Mote 2) 346,590 318,379
Prepaid Expenses (Mote 2) ZBID 1,764
Toetal Current Assels 2587183 2075547
Moncurrent Assets:
Restricted;
Restricted Cash (Note 2) 95,781 112,463
Todal Restricted Assets 25,781 112,463
Oriher Assets:
Long-Term Receivables (Mose 7) 51,260 48,865
Investments {Mote 5 and 8) il 68T i 456
Todal Ciher Assets 1012547 §43,301
Fixed Assets: (Note 2)
Breeding Herd 244372 2TB 552
Equipment 2602458 2,610,203
Capitalized Development Costs 784,582 1,077 984
Construction In Progress 357,673 B7.852
Todal Fixed Assets 3980085 4,054 591
Less: Accumilated Depreciation (2. 769814} (25956 R0
Total Fixed Assets, Mei 1219271 1,097,782
Total Moncurrent Assefs 2,327,99% 2,253,546
Total Assels § 4915182 5 4329003

The accompanying notes are an integral part of the financial statements
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THE AGRICULTURAL FOUNDATION OF CALIFORNIA STATE UNIVERSITY, FRESNG
STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2008 AND 2019

LIABILITIES AND NET ASSETS
Liabilities:
Current Lighilithes:

Accounts Poyvable and Ciber Acorued Expenses
Deferred Revenue (Mole 2)

Total Current Liabilities
MNet Assels;
Withouwt Donor Restrictions (Mote @)
With Donoer Restrictions (MNofe 9
Total Met Assels

Total Liabilitics and Met Asseis

The accompanying notes are an inbegral part of the financial statements

5

2018 2019
$ 471071 5 00,131
19,125 221,859
490,196 522,990
4,330,205 3,693,640
45,781 112,463
4,424,986 3,806,103
§ 401518 3§ 433003



THE AGRICULTURAL FOUNDATION OF CALIFORNIA STATE UNIVERSITY, FRESNCO
STATEMENTS OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2019

Without Donor With Dyonor

Restrichions Restrections Tolal
Operating Activilies
Revenpes and Other Support:
Cirass Sales § 4971244 5 1,947 § 4973191
Agricubiural Operations Support{Dehcit) 156,360 3,640 600, CH0
Contributions 560,606 60,000 620,606
Inierest Income 50,870 0 50,870
Met Assets Released from Restrictions 48,505 {48.,905) [F
Total Revenues and Other Supporn 5,787,985 16,682 5.804 667
Expenses:
Cost of Sales | 449 057 ] | 449,967
Snlaries'Wages (Mote 13) 2543029 (] 2542 910
Employee Benefits (Note 13) 249,681 0 249,681
Advertising 14,209 1] 14,200
Augdil Fees 21,995 ] 21,905
Awards/Preminms 34,602 0 34602
Bad Dwels 13,593 0 13,593
Capitalized Development Costs-Depreciation 26,875 0 26,875
Custom Harvesting 107,675 0 107,675
Deepreciation 134,569 0 134,589
Donations 582 0 582
Equipment Rental/Repair 423,175 0 423,175
Insurance 54,432 Q 54432
Licenses/Dues/Fees 73,454 i 73,454
Livestock Expense I TR.510 0 178,510
Munagement Services Fee |6k, 6524 0 164,624
Miscellansous 51,858 1] 51,855
Office SuppliesDuplicating B AR 0 B.4E1
Postage/Freight §232 0 8232
Rent 5281 (I 5.281
Supplies 760,924 \ 760,924
Travel 4,972 [\ 4,972
Llnilities 125659 { [25 650
Total Expenses 6,456,290 0 6,456,299
Change in MNet Assers from Operations (638,314} 16,682 (651,632)
Monoperaling Activities
Investment Betum, Met 12,749 ] 32749
Total Nonwoperating Activities 32,749 il 32,749
Change in Met Assels (635,5635) | 6,652 (] B, 883)
Net Assets, Beginning of Year 4,329,205 95,781 4,424 986
Met Assets, End of Year 5 3693640 5 112,463 5 3806103
=7

The accompanying notes are an integral part of the financial statements

fi



THE AGRICULTURAL FOUNDATION OF CALIFORMNIA STATE UNIVERSITY, FRESNCY
STATEMENTS OF ACTIVITIES
FORTHE YEAR ENDED JUNE 30, 2018

Withowt Donor With Dhanior

Restrictions Restrictions Toeal
Operating Activities
Revenues and Orher Support:
Giross Sales 5 5091710 5 i £ 5080170
Agriculiural Operations SupporiiDeficit) B12,104 0 BI2 104
Confributions 517,132 62,500 579,632
Interest Income 52,615 0 52615
Met Assets Released from Restrictions 3013 {30,013) 0
Total Revenues and Other Suppon 6,503,674 32,387 6,536,061
Expenses:
Cost of Sales 1,530,840 i1 1,530,840
Salaries/'Wages (Note 13) 2,349 564 0 2,349,564
Employes Benefits (Note 13) 273,663 0 273,663
Advertising B.93% i} 8939
Audi Fees 0,380 ] 20.380
Awards/Premiums 32,646 1] 32,646
Bad Debt 1,940 ] 1,940
Capitalized Development Costs-Depreciation 25 804 ] 245,804
Cusiom Harvesting B1,573 0 81.573
Depreciation 143,025 1 143,025
Donations B52.44] 0 652441
Equipment Rental/Repair 426,193 0 426,193
Insurance 58,575 0 58,575
LicensesThues'Fees 57,705 ] 57,705
Livestock Expense 169,136 0 165,136
Management Services Fee [ 72,200 0 172,200
Miscellancous 0 98b i) 6% 986
Office Supplies/Duplicating 10,051 0 10,051
Postage/Freight 9,123 0 9,123
Rent 0 0 1]
Supplies 749,328 0 749,328
Travel 5,625 0 5,625
Ltilities 136, | 5% /] | 36,159
Total Expenses 6.984 986 0 6,984,986
Change in Net Assets from Cperations (481,312} 32,387 {448.925)
Nonoperating Activities
Investment Retum, Met 23,734 i 23,754
Total Nonoperating Activities 23,754 o 23,754
Change in Net Assets {457,558) 32,387 (423,171}
Net Assets, Beginning of Year 4,786,763 63.394 4,850,157
Net Asseis, End of Year =S.~= 4,330,205 § 05,781 £ 4424984

The accompanying nodes are an integral par of the financial statements
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THE AGRICULTURAL FOUNDATION OF CALIFORNIA STATE UNIVERSITY, FRESNO
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2018 AND 2019

Cash Flows From Operating Activities
Increase (Decrease) in Met Assets
Adjustments to Reconcile Increase (Decrease] in Net Assels o
Wet Cash Provided (Uised) By Dperating Activities:
Depreciation
Unrealized (Gain) Loss on Investments
[ronation Expense (Income) of Fixed Assels
Changes In:
Accounts Recervable
Inveniories
Investmient in Growing Crops
Prepaid Expenses
Accounts Payveble and Accrued Expenses
Deterred Revenue

Met Cash Provided (Used) in Operating Activitics

Cash Flows from Invesiing Activilies
{ Increase ) Decrease in Long-Term Receivables
Met Change in Breeding Herd
Acquisition of Equipment and Capitalized Development Costs
Investment Income Reinvested

Met Cash Provided {Used) in Investing Activities

Met Increasef Decrease) in Cash
Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalents at End of ¥ear

Supplemental Disclosure of Cash Flow Information
Cash Paid During the Year for Taxes

The accompanying nobes are an integral part of the financial statenients

k

2018 2019
§ (4251710 §  (618.B83)
168,919 161,464
[23,754) (32,74%)
652,104 (7.746)
68,174 (36.,074)
(15,730} {55,593)
(44.410) 28211
(194) 1,046
71,888 29,061
{618,495) 3,734
i 166,669 (527.529)
2211 2,395
(32,746) (8.649)
(1575700 {23.581)
(38,167 i
(226.272) (29.835)
{392.941) (557,364)
1,657,164 I.264,228
5 1264228 % ‘.'M!Sﬁ-l
5 = -



THE AGRICULTURAL FOUNDATION OF CALIFORNIA STATE UNIVERSITY, FRESNO
NOTES TO THE FINANCIAL STATEMENTS
JUNE My, 2018 and 2019

Note 1 = General Information

The Agricultural Foundation of California State University, Fresno (The Agricultural Foundation)
was incorporated on December 3, 1954 as a nonprofit corporation, It is a lax-exémpl corporation
under section 500} 3) of the Internal Revenue Code.

The Agricultural Foundation was formed and is operated exclusively to receive, hold, invest, and
administer property and o make expenditures to or for the benefit of California State University,
Fresno (the University). The Agricultural Foundation is supported primarily by sales of products
from the various operating units. For the yvear ended June 30, 2018, approximately 13% and 11% of
the Agricultural Foundation's revenue was from sales by the Mature Orchard and Dairy, respectively.
For the year ended June 30, 2019, approximately 13% and 12% of The Agricultural Foundation®s
revenue was from sales by the Mature Orchard and Gibson Farm Market, respectively.

Note 2 — Summary of Significant Accounting Policies

Basis of Presentation - The financial statements of The Agricultural Foundation have been prepared
in accordance with US generally accepted accounting principles (US GAAP), which requires The
Agricultural Foundation to report information regarding its financial position and activities according
to the following net asset classifications:

Net assets without donor restrictions: MNet assets that are ot subject 1o donor-imposed
restrictions and may be expended for any purpose in performing the primary objectives of the
organization. These nel assets may be used at the discretion of The Agricultural Foundation®s
management and board of directors,

Met assets with donor restrictions: Net asscts subject o stipulations imposed by donors,
and grantors. Some donor restrictions are temporary in nature; those restrictions will be met
by actions of The Agricultural Foundation or by the passape of time. Other donor
restrictions are perpetual in nature, where by the donor has stipulated the funds be
maintained in perpetuity.

Donor restricted comtributions are reporfed as increases in mpel assels with dowor
restrictions.  When o restriction expires, ner assers are reclassified from net gssets with
donor restrictions fo mel assels withow! donor restrictions i the statements of activities,

Basis of Accounting - Basis of accounting refiers to the timing of when various financial transactions
are recognized in the accounts and reponed in the Naancial statements. The accounting records of
The Agricultural Foundation are maintained using the sccrual basis of accounting. Revenues are
recopnized when eamed and expenses are recognized when goods or services are received.

Measure of Operations — The statements of activities reports all changes in net assets, including
changes in net assets from operating and nonoperating activities. Operating activities consist of
those items attributable 1o The Agricultural Foundation’s ongoing farm laboratory services and
interest and dividends eammed on investments. Nonoperating activities are limited to resources that
generate return from mvestments and other activilies considered to be of a more unusual or
NONFECUTING NAlure,



Cash and Cash Equivalents — Cash and cash equivalents consist of demand deposit accounts and
money market funds with financial institutions. The Agricultural Foundation considers all highly
liquid investments with maturities of three months or less, when purchased, 10 be cash equivalents.
At June 30, 2018 and 2019, The Agricultural Foundation’s uninsured cash balances at Citibank
totaled $732,350 and $471,531, respectively.

Concentrations of Credit Risk — Financial instruments that potentially subject The Agricultural
Foundation 1o concentrations of credit risk consist principally of cash and cash equivalents. The
Agricultural Foundation maintains its cash and cash equivalents in various bank accounts that. af
times, may exceed federally insured limits. The Agricultural Foundation’s cash and cash equivalemt
accounts have been placed with high credit quality Mnancial institutions. The Agricultural
Foundation has not experienced, nor does it anticipate, any losses with respect to such accounts.

Accounts Receivable - Accounts receivable are stated at the amount management expects 1o collect
from outstanding balances. Management provides for probable uncollectible amounts through a
provision for bad debt expense and an adjustment to a valuation allowance based on its assessment of
the current status of mdividual accounts. Balances that are still outstanding after management has
used reasonable collection efforts are written off through a charge 1o the valuation allowance and a
credit 1o accounts receivable. Allowance for doubtful accounts ot June 30, 2018 and 2019 were
53,500 each vear.

Inventories — Raised and donated inventory of animals held for sale is carned at maximum raised
value established by the Board. Such wvalees for all animal units were last reviewed in 2015,
Inventory values are equivalent to average cost 1o raise to maturity. Purchased animals held for sale
are valued @1 cost. Cost of supply inventories are determined vsing the first-in, first-out method
(FIFO).

Investment in Growing Crops - The Agricultural Foundation accumulates all direct cosiz of
growing crops and reports the growing crops on the Statements of Financial Position at the lower of
o5t or market.

Prepaid Deposits — Prepaid deposiis are comprised of an amount on deposit with the Stale
Compensation Insurance Fund.

Investments = |nvestments in marketable securities are recorded at cost when purchased and at
market value, thereafter. Market value is based on quoted market prices.

Fixed Asseis — Fixed assets represent milking livestock, breeding herds, and equipment. Raised and
donated milking livestock and breeding herds are carried at maximum raised value established by the
Board, Purchased milking livesiock and breeding hends are carried at cost less accumulated
depreciation. Depreciation of livestock and herds is computed using straight line rates established by
the Board, and the costs are depreciated down to the maximum raised value.

Equipment is stated at cost at the date of purchase or, for donated assets, at fair value at the date of
donation, less accumulated depreciation. Depreciation is calculated using the straight-line method
over the lesser of the estimated useful lives of the asscts or the lease term. The useful lives range
from three to ten years. The Agricultural Foundation's policy is to capitalize renewals and
betterments acquired for greater than $5.000 and expense normal repairs and maintenance as
incurred. Fully depreciated assets, which have economic value, are retained on the books although
fully depreciated.



Mote 2 - Su ary of Signilicani Accoun il

Capitalized development costs represent costs incurred for producing vineyards and orchards. The
costs are depreciated over 10 years as the vineyards and orchards commence production,

Depreciation expense amounted to $168.919 and 3161,464 in 2018 and 2019, respectively,

Contributions - All contributions are considered to be available Tor vnrestricted use unless
specifically restricted by the donor. Contributions received are recorded as net assets without donor
restrictions or net assets with donor restrictions, depending on the existence and/or nature of any
donor-imposed restrictions. Contributions that are restricted by the donor are reported as an increase
in net assets without donor restrictions if the restriction expires in the reporiing period in which the
contribution is recognized. All other donor restricted contributions are reported as an increase in net
assets with donor restrictions, depending on the nature of restriction. When a restriction expires (that
ig, when a stipulated time restriction ends or purpose restriction is accomplished). net assets with
donor restrictions are reclassified to net assets without donor restrictions and reporied in the
statements of activities as net assels released from restrictions.  The Agriculiural Foundation has net
assets with donor restrictions of $95,781 and $112,4635895,781 in 2018 and 2019, respectively.

Contributed fixed assets are recorded at fair value at the date of donation. Contributions with donor-
imposed stipulations regarding how long the contributed assets must be used are recorded as net
azsets with donor restrictions; otherwise, the contributions are recorded as net assets without donor
restrictions,

In-Kind Donations - The Agnicultural Foundation receives various donated services. The estimated
fair values of donations in excess of 31,000 are reconded as support and expense i the period
received. The Agriculiural Foundation has implemented Accounting Standards Update (ASL) 2013-
06 which requires not-for-profit entities 10 record the Tair value of regularly performed contributed
services. California State University, Fresno contributed 5446,645 and $454,822 in 2018 and 2019,
respectively in salaries and benefits in support of the University Farm.

Deferred Revenue - Income from the University and farm events are deferred and recognized over
the periods to which the University and farm events relate.

Gross Sales — Sales of crops are recorded net of certain custom harvesting costs,

Advertising Costs - Advertising costs are expensed as incurred and totaled $8,939 and $14,209 in
2018 and 2019, respectively.

Functional Expenses — The costs of providing various programs and other activities have been
summarized on a functional basis in Note 12 - Expenses by Natural Classification. Accordingly,
certain costs have been allocated among programs and supporting services bencfited.  Such
allocations are determined by management on an equitable basis.

Use of Estimates = The preparation of linancial statements in conformity with generally sccepied
accounting principles requires management to make estimates and assumptions that affect the
reporied amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.



- i miimued

Tax Status — The Agricultural Foundation is organized and operated exclusively for educational
purposes and is thus allowed tax exempt staius under provisions of section 501(¢)(3) of the Internal
Revenue Code and section 21701(d) of the California Revenue and Taxation Code.

Reclassifications = Certain prior year amounis have been reclassified to conform to the current year
presemtation.

Mew Accounting Pronouncement — On Auvgust |8, 2016, FASE issued ASL 2016-14, Not-for-
Profit Entities (Topic 938) — Presemtation af Financial Statemenis of Not-for-Profit Entittes.  The
update addresses the complexity and understandability of net asset classification, deficiencies in
information about liguidity and availability of resources, and the lack of consistency in the type of
information provided about expenses and investment returns. The Agricultural Foundation has
adjusted the presentation of these statements accordingly, The ASU has been applied retrospectively
to all periods presented,

Mote 3 — Availability and Liguidity

The following represents The Agricultural Foundation®s financial assets at June 30, 2018 and 2019:

Financial assets at vear end: 2008 200w
Cash and cash equivalents $ 1264228 i T06.864
Accounts receivable, met 431,162 467236
Investments Ol 68T Qo4 436
Total financial dssets 2 657,077 2 168,536

Less amounts not available to be used within onc year:

Met asséts with denor restrictions 05,781 112,463

Less net assels with purpose restrictions
VERC board designation 64,167 64, 167
Chuasi endowment established by the board 061,687 094 436
[,121.635 1171066

Financial assets available to meet penernl expenditures
aver the next twelve months T é]ixHE 5 0097470

As part of its liquidity plan, excess cash is invested in shor=term invesiments including money
market and State of California Local Agency Invesiment Fund (LAIF) accounts.

The Agricultural Foundation’s reserve policy requires financial assets of 31,500,000 or 50% of the
budgeted operating expenses (less depreciation) for the next fiscal vear, whichever is greater. Fifty
percent of the budgeted operating expenses, net of depreciation are $3,002,051 and $2.953.616 at
June 30, 2018 and June 30, 2019, respectively. Based on the available cash balances above, the
Agricultural Foundation is not meeting its minimum reserve requirements at June 30, 2019,

Management and the Board of Directors of The Agricultural Foundation are formulating an action
plan to improve cash reserves by reducing livestock herd sizes in the Equine, Dairy and Swine units,
and reducing the student payroll expense by approximately 10% on or prior to December 31, 2019,



Mote 3 — Availability an

On August 30, 2019, the Board of Directors approved 1) the elimination of the above purpose
restrictions (VERC Designated Reserve) and 2) approved a revised Reserve Policy reducing the
amount of working capital reserve minimum to $730,000 or 15% of budgeted operating expenses
{less depreciation) for the next fiscal year whichever is greater.

Management believes with the proposed operational changes and realignment of cash reserves, The
Agriculiural Foundation will be able to sustain operations during the next fiscal year.

Mote 4 — Cash and Cash Equivalents

Cash and cash equivalents at June 30 consisted of the following:

2018 2009
Deposits:
Cash in Bank § 527447 $ 254,219
Money Market 414 253 321280
Pooled Funds:
Cash in State of Califomia Local Agency
Invesiment Fund 115428 128,265
Popled Funds; 3,100 3,100
Total 5 1,264,228 § 706,864

The Agricultural Foundation maintains some of its cash in The State of California Local Agency
Investment Fund, The State pools these funds with those of other organizations and invests the cash.
These pooled funds are carried at cost which approximates market value, Interest carned is remitted
quarterly to The Agriculiural Foundation. Any investment losses are proportionately shared by all
funds in the pool.

Note 5 — Fair Value Measurements

Generally accepted accounting principles define fair value as the price that would be received to sell
an assel or paid to transfer a liability in an orderly transaction between market participants at the
measurement date, ASC 820 establishes a fair value hicrarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest propriety to unadjusted
guated prices in active markets for identical assets or liabilities (Level | measurements) and the
lowest priority 10 measurements involving significant observable input (Level 3 measurements), The
ihree levels of the fair value hierarchy are as follows:

Level 1 - Inputs are quoted market prices (unadjusted) in active markets for identical assets
or liabilities, VYaluations for assets and liabilities traded in active exchange markets
Valuations are obtained from readily available pricing sources for market transactions
involving identical assets or liabilities.

Level 2 - Inputs other than quoted prices within Level 1 that are observable, either directly
or indirectly. Valuations for assets and liabilities traded in less active dealer or broker
markets. Valuations are obtained from third party pricing services for identical or similar
asseks or liabilities.

b3



Note 5 — Fair Value M

Level 3 = Inputs are unobservable. Valuations for assets and liabilities that are derived from
other valuation methodobogies, including option pricing models, discounts cash flow models
and similar technigues, and not based on market exchange, dealer, or broker traded

transaclions.

determining the fair value assigned to such assets or liabilities.

Level 3 wvaluations ncorporate cerain assumptions and projections n

The table below presents the balance of assets measured at fair value on a recurring basis at June 30:

Fair
2018 Value Level | Level 2 Level 3
Cash and Cash Equivalents 1,264,228 $ 1264228 b 0 5 1]
lnwvestment 961,687 0 L 961 687
Totals 22250158 ¥ 1,264,228 5 0 s 6] .6ET
Fair
2019 Value Lewvel 1 Level 2 Level 3
Cash and Cash Equivalents 706,864 5 TG, 864 5 1 5 0
Investment 994 436 0 1] 004 436
Totals 5 1,701,300 5 706,864 ] 1] s 904 436
Note & — Inventories
Inventories at June 30, 2008 and 2019 consist of the Tollowing:
2018 2019
Winery b 4 | 26,445 £ 198,408
Diairy 346,158 363,775
Beef 85,121 83,643
Others 80,450 47851
Total % 638,174 5 693,767
y ivahles

The Agricultural Foundation is a member of a milk cooperative known as the California Dairies Inc.
Members of the cooperative must maintain a permanent capital fund to provide the necessary capital
to finance the California Dairnes’ operation and growth. This equity account is refundable in five
annual payments upon The Agricultural Foundation's withdrawal from the cooperative.

Long-Term Receivables are composed of the following:

4019
$ 48,865

2018

California Dairies Inc. 5 51,260

The bovtom of this page is intentionally lefi blank.
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MNote 8 - Investments

Investment securities, stated al marked value, are summarized as follows at June 30:

Orriginal Market LInrealized
2018 Investment Value Gain/ Loss)
Fresno Staie Foundation
Endowment Pool 5 737645 5 961687 3 224,042
Totals § 737645 b 61,687 $ 224042
Original Market Unrealized
2019 Investment Value Ciain/{ Loss)
Fresno State Foundation
Endowment Pool 5 717645 5 904436 5 256,191
Totals £ 737,645 £ 994436 3 256,791
Note 9 - Net Assets

Met assets without donor restrictions were as follows for the years ended June 30, 2018 and 2019

2018 2019
Undesignated § 330335 5 2,633,037
Designated, Fresno State Foundation Endowment Pool 961,687 994,436
Designated, YERC Reserve 64,167 64,167
Totals § 4329205 5 3.693.640

Endowment — The Board designated The Agricultural Foundation Endowment Fund 1o support the
mission of the Agriculiural Foundation. Since the fund resulted from an internal designation and 1s
not donor-restricted, it is classified and reported as net assets without denor restrictions.

Endowment assets are invested with the California State University, Fresno Foundation (the
Foundation) in their endowment Pool A, a well diversified fund that is intended 1o result in a
consistent inflation-protected rate of return.  Each year, the Foundation either approves an
appropriation for distribution from its endowments or a reinvestment in the poal. For fiscal year
2019, the Board authorized a distribution,

The distribution or reinvestment is measured as a percentage of its endowment fund’s average fair
value over the prior 12 guarters through the calendar vear-end preceding the fiscal yvear in which the
distribution is planned. In establishing this policy, The Agricultural Foundation considered the long-
term expected return on its endowmenl. Accordingly, over the long term, The Agricultural
Foundation expects the current spending policy to allow its general endowment fund fo grow
consistent with i3 return objectives and risk parameters. The Agriculiural Foundation expects its
endowment nssets, over time, 10 exceed the rate of inflation by approximately 4%, Actual returns in
any given vear may vary from this amount.

The bortom of this page is inventionally lefi hlark.
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Note 9 ~ Net Assets (Continued)

Composition of and changes in endowment net assets for the vears ending June 30, 2018 and 20019
were a5 follows:

2018 2019
Board-designated endowment net assets, July | 5  B99.766 5 961,687
Net appreciation (depreciation) 23,754 68,680
Amount reinvested 38,167 ]
Amounts appropriated for expenditures i (36,931)
Board =designated endowment net assets, June 30 $ 961687 994436

VERC Reserve — In January 2013, a Memorandum of Understanding (MOL) was executed between
The Agricultural Foundation, California State University, Fresno and the Viticuliure and Enology
Research Center Board (VERC Board) to coordinate efforts to redevelop the vineyards, After
securing an initial investment of $201,500 from private industry, The Agricultural Foundation
transfers annually fifty percent of the Department’s total net surplus amount greater than 580,000 10
the Reserve. The Agricultural Foundation must have a surplus at year end that meels or exceeds the
amount of the VERC transfer. The contribution for [iscal year 2019 is 30. On August 30, 2019, the
Board of Directors approved the elimination of the VERC Reserve as part of its liquidity plan (see
Mote 3).

Wet assets with donor restrictions were as Tollows for the years ended June 30, 2018 and 2019:

2018 2019
Crmamental Horticultiure 5 2.500 5 L
Poultry Reserve 93,281 I 12,463
Totals 5 95,781 5 112463

Poultry Reserve — In January 2012, an operating agreement was executed between Foster Farms,
LLC and The Agricultural Foundation to maintain the proper facilities, conduct research and to raise
and prepare broilers for processing. The agreement will automatically renew in June 2021 for a 5
year term unless lerminated by either party,

e 10 =

The Agricultural Foundation receives management services from the California State University,
Fresno Association, Inc. (the Association). The Agricultural Foundation had the following
transactions with the following entities during the years ended June 30, 2018 and 2019:

Administrative fees paid to the Association for management services were $172.200 and §164,624
for the years ended June 30, 2018 and 2019, respectively based on a flat fec arrangement. The
amounts due The Agricultural Foundation from the Association at June 30, 2018 and 2019, were
£1,725 and $393, respectively. The amounts due the Association from The Agricultural Foundation
at June 30, 2018 and 2019, were 590 and $0. respectively.

The Agncultural Foundation operates the University Farm, which serves as an instructional
laboratory. As such, the University 15 required 1o pay for certain operational expenses during the
fiscal year. The amounts paid by the University were 3493398 for the year ended June 30, 2018 and
£160,000 for year ended June 30, 2009. These payments were used to reduce farm operation
expenses, During the fiscal year ended June 30, 2018, the Agricultural Foundation donated to the

]



University a Post Harvest Cooler in the amounmt of $652,104. The amounts due from The
Agricultural Foundation to the University at Jung 30, 2018 and 20019, were $118,551 and $13 1,654,

respectively, The amounts due from the Liniversity to The Agricultural Foundation at June 30, 2018
and 2019, were 38,427 and $12.999, respectively.

The amounts due The Agricultural Foundation from Califomia State LUniversity, Fresno Foundation
at June 30, 2018 and 2019, were 30 and $37.285, respectively.

The amounts due The Agriculiural Foundation from Fresno State Programs for Children, Inc. at June
30, 2018 and 2019, were 30 and 520, respectively.

The amounts due The Agricultural Foundation from Fresno State Athletics at June 30, 2018 and
2009, were 52,000 and 52,500, respectively.

Mote 11 - Leases
The Agncultural Foundation has entered into several leases and subleases as follows:

# Lse of San Joaquin Experimental Range for cattle grazing, with the USDA, expiring March 17,
2020,
Ground and Facility Lease between the Trustees of the CSU, expiring June 30, 2022.
Land for grazing purposes {(Millerton Lake), with the United States Department of the Interior
Bureau of Reclamation, expiring June 30, 2020,

e Land for grazing purposes, sublease with Running T Ranch, expiring Jung 30, 2020,

The battom of this page is imtentionally feff blank
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Matural Functional

The accompanying statement of activities reports cenain categories of expenses that are attributable
to maore than one program or supporting function.  Therefore, expenses require allocation on a
reasonable and systematic basis that is consistently applied by management in the preparation of ils
annual financial statements. All of The Agricultural Foundation's expenses are directly allocated to
the functional categories by cost center.  Such methodologies are deemed by management io be
reasonable and appropriate and reflective of the functional purpose of each cost incurred for the

respective reporting period.

The following is a detailed list of expenses by natural/functional classification for the years ended
June 300

2018 2019
General/ Ciencral/
__Program Addmin Tonal Program Admin Total

Caost of Sales §1.530,840 % 0 §1,530,840 $1.445967 3§ 0 51,449 947
Salaries/Wages 2.349.564 0 2349564 2,542,929 0 23542929
Employee Benefits 275,663 0 273,663 240,681 0 20681
Advertising Publicity 5939 0 8,939 14,209 0 14.209
Audit Fees a 20,380 20,380 0 21,995 21,995
Awards/Premiums 32646 i 11646 34,602 i 34,602
Bad Debts 1.540 i 1,940 13,593 0 13,593
Capitalized Developmend

Costs/Depreciation 25,804 0 2580 26,875 0 26,875
Custom Harvesting 21,573 i B1.573 107,675 i 107675
Dizpreciation 143,025 ] I 43,025 | 34,580 i 134,580
Dionations 652,441 0 652,441 582 0 582
Equip Rental'Bepair 426,193 i} 426,193 423,175 0 423,175
Insiernnce 30,147 28 428 58,575 28,536 25896 54,432
LicensesMues Fees 54981 2724 57.705 T 1210 3,333 V13454
Livestack Expense 163,136 1] 169,134 178,510 L] 178,510
Management Service Fee i] 172200 172,200 0 164,624 164,624
Miscellaneous A8 425 1,561 69,956 0,830 1009 51,858
Office Supplies 4,502 5,549 10,051 3,354 5127 g481
Postage/Freight 0,123 1] LN .k 8232 0 B232
Ren ] L ] 5.281 f 3281
Supplics 749,328 L 749,328 760,924 i TE0,924
Travel 5,625 0 3,625 4,972 1 4,972
Utilities 136,159 [ 136,159 125,659 1] 125,659

Taotals £6,754,144 5 230,842 56,984,986 56,234,305 § 221,994  E6,456,299

Program expenses are inourred by various instructional farm labomstories, whose purpose is 1o
provide students with hands-on experience in world-class agriculture. These enterprises provide
students with opportunities in production, processing and marketing in crops and livestock.

The Agricultural Foundation provides support for the financial management of the enterprise units
and student projects operated within the context of the Farm Laboratory. Responsibilities include
ensuring prudent financial management of the enterprises, and providing other related assistance to
the Jordan College of Agricultural Sciences and Technology. The Agriculural Foundation
comprises over 22 enterprises, which constitute the University Agricultural Laboratory,

The bottem of this page iy intentionally fefi blank.
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Salarics/Wages at June 30, 2018 and 2019 are reflected on the Statements of Activities and consist of
the following:

2018 2019
Salaries'Wages 5 39T £ 341390
Salaries Reimbursed to the University 846,643 BOG, B42
Salaries Donated by the University 289,451 297,853
Contract Labor = Chstside 813.658 1.006,344
Total Salaries Wages £ 2349564 § 2.542.929

Employee Benefits at June 30, 2018 and 2019 are reflected on the Statements of Activilies and
eonsist of the following:

2018 2019
Emplovee Benefits £ 116,500 § 92712
Employee Benefits Donated by the University 157.154 156,969
Total Employee Benefits 5 273,603 § 249681

Note 14 - Subsequent Events

The Agricultural Foundation has evaluated subsequent events through September 5, 2019, which is
the date the financial statements were available 10 be issued, The Agricultural Foundation is not
aware of any material subsequent events requiring disclosure in the financial statements for the year
ended June 30, 2019 .

Note 15 - in T

[ncome Taxes - The Agriculural Foundation is exempt from Federal and State of Califomia income
tax under IRC section 501(c)3) and California Revenue and Taxation Code Section 23701(d),
though it is subject 1o 1ax on income unrelated 1o its exempt purpose, unless that income 15 otherwise
excluded by the Code. The Agricultural Foundation has processes presently in place to ensure the
maintenance of s tax-exempt status; to identify and repont unrelated income; to determine its filing
and tax obligations jurisdictions for which is has nexus; and to identify and evaluate other matters
that may be considered tax positions. The Agricultural Foundation has determined that there are no
material uncertain tax positions that require recognition or disclose in the financial statements.

Generally accepted accounting principles provide accounting and disclosures guidance about
positions taken by an entity in its tax returns that might be uncertain. Management has considered
its tax positions and belicves that all of the positions taken in its federal and state exempt
organization tax retuns are more likely than not to be sustained upon examination, The
Agricultural Foundation's returns are subject to examination by federal and state taxing authorities,
generally for three yvears and four vears, respectively, after they are filed.
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The Agriculiural Foundation of California State University, Fresno
Schedube of Mel Position
Jume M, 2019
{Tr inclusion in the California State Universiny)

Agogrs:
Cusrend assets:
Cash and cash equivalems 5 144,856
Short-term invesiments 440 545
Accounis recaivable, nel 467,236
Prepaid expenses and other current assels 013910
Total current assets 2.075.547
Moncurrent asscis:
Resricied cash and cash equivalents 112,463
Accouns receivable, net 48,863
Endowmenl invesimenis 904,436
Capital nssets, nat 1,097,782
Toazl noncurment assets 2,253 546
Toanl assels 4,329,003
Liabilitias:
Current liahilities:
Accounts payable 488,378
Accrued malaries and benefils 5054
Accrued compensated absences, cument portion I, e
Lineamed revenues 22859
Total current liabilities 517,00
Moncurrent leabilities:
Accrued compensated absences, net of current portion 4 Qi
Total noncurrent labilines 4, 0o
Tatal liabilities 522,990
Met Position:
Met investment in capital asseis 1.097 782
Restricted lor —
Expendable:
Chhers | 12,463
Linrestricted 2,595,858
Total net positon 5 3 103



The Agricultural Foundation of California State University, Fresno
Schedule of Revenues, Expenses, and Changes in Net Position
Junme 30, 2009
(for inclusion in the California State University)

Revenues:
Operaling revenues:
Sales and services of auxiliary enterprises, gross 4.973.191
Other operating revenuess | 00, ()
Totzl operating revenues 5,033,191
Expenses:
Oiperaling expenses:
Auxiliary enterprise expenses 6,294 835
Depreciation and amonization 161,464
Total operating expenses f.456,209
Operating income (loss) {1.323,108)
Manoperaling revenues {expenses):
Giifts, noncapital 620,606
Investment income (loss), net SOLET0
Endovwment income {loss), net 32,749
Net nonoperating revenues (expenses) 704,225
Increase (decrease) in net position (6] 8.883)
Met position:
Net position at beginning of year, as previously reported 4,424,986
Restatemenis
MNet position at beginning of vear, as restated 4,424 986
Met position at end of vear 5.806,103
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