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MOSSADAMS

Report of Independent Auditors

To the Board of Directors
Humboldt State University Center Board of Directors

Report on the Financial Statements

We have audited the accompanying financial statements the business-type activities of Humboldt State
University Center Board of Directors (the “University Center”), a component unit of Humboldt State
University as of and for the year ended June 30, 2021, and the related notes to the financial statements,
which collectively comprise the University Center’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and the
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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities of the University Center as of June 30, 2021,
and the respective changes in financial position and, where applicable, cash flows thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of America.



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, the schedule of the University Center’s proportionate share of the net pension
liability, schedule of University Center’s contributions, and schedule of changes in net other post-
employment benefits liability be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied certain
limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management's
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the University Center's basic financial statements. The schedule of net position, schedule of
revenues, expenses, and changes in net position, other information, and notes to the supplementary
information (collectively supplementary information) is presented for purposes of additional analysis and
are not a required part of the basic financial statements.

The supplementary information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or to
the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the supplementary
information is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 1, 2021
on our consideration of the University Center's internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of University Center's internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in considering
University Center's internal control over financial reporting and compliance.

“Moas Qdvoma LLP

Medford, Oregon
October 1, 2021
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HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS
Management’s Discussion and Analysis
Year ended June 30, 2021

This section of Humboldt State University Center Board of Directors (University Center) annual financial report
presents management’s overview and analysis of the financial activities of the University Center for the year
ended June 30, 2021. This discussion has been prepared by management and should be read in conjunction
with the financial statements and notes.

Introduction to the Basic Financial Statements

The annual report consists of a series of financial statements, prepared in accordance with the Governmental
Accounting Standard Board (GASB) Statement No. 35, Basic Financial Statements — and Management’s
Discussion and Analysis — for Public Colleges and Universities. This standard is applicable to University Center
because it is a component unit of Humboldt State University (HSU). Consistent with HSU, University Center has
adopted the business-type activity (BT) reporting model to represent its activities.

The financial statements include: the Statement of Net Position, the Statement of Revenues, Expenses, and
Changes in Net Position and the Statement of Cash Flows. These statements are supported in the annual report
by the notes to the financial statements and this section. All sections should be considered together to obtain
complete understanding of the financial picture of University Center.

Statement of Net Position — The Statement of Net Position includes all assets, deferred outflows of resources,
liabilities, deferred inflows of resources and net position. Assets and liabilities are reported on an accrual basis
as of the statement date. It also identifies major categories of restrictions on the net position of University
Center.

Statement of Revenues, Expenses, and Changes in Net Position — The Statement of Revenues, Expenses, and
Changes in Net Position presents the revenues earned and expenses incurred during the year on an accrual
basis.

Statement of Cash Flows — The Statement of Cash Flows presents the inflows and outflows of cash,
summarized by operating, noncapital financing, capital and related financing, and investing activities. The
statement is prepared using the direct method of cash flows, and therefore, presents gross rather than net
amounts for the year’s operating activities.

Reporting Entity — The financial statements of HSU will be separated between HSU and its component units.
The latter are separate I.R.C. 501 (c) (3) non-profit auxiliary organizations whose financial information will be
presented in a discrete column and in the footnotes of HSU’s financial statements. Consequently, these
auxiliaries must comply with the same governmental rulings and present their individual separate audited
financial statements in the same format.



HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS
Management’s Discussion and Analysis
Year ended June 30, 2021

Change in Operations

Effective January 8t 2021, the existing Operating Agreement between the Trustees of the California State University
(CSU) and the University Center was terminated. As a result, the existing activities of developing, financing and
operating the Student Union including bookstore, dining services and Student Union Programs of Recreational &
Wellness, Student Recreation & Fitness and Professional Performance & Entertainment Events ceased.

Effective May 1, 2021, a new operating agreement was put in place between the Trustees of the California State
University (CSU) and the University Center with activities limited to the support of Student Union Programs,
comprised of payment of ongoing pension and other post-employment benefit obligations (OPEB) for employees of
the University Center.

Analytical Overview
A summary of key financial statement information is presented below:

Increase Percent
2021 2020 {Decrease) Change
Assets:
Current assets S 1,134,194 ) 11,072,254 ) {9,938,060) -90%
Capital assets, net of acculumated depreciation - 816,548 ( 816,548) -100%
Investment 7,063,102 - 7,063,102 100%
Postemployment benefit asset 513,116 420,761 92,355 -
Total assets 8,710,412 12,309,563 (3,599,151) -29%
Deferred outflows of resources 1,524,915 1,588,279 [ 63,364} -4%
Liabilities:
Current liabilities 48,799 731,997 ( 683,198) -93%
Mon-current liabilities 2,245 518 1884318 361,200 19%
Total liabilities 2,294,317 2,616,315 (321,998) -12%
Deferred inflows of resources 1,486,292 1,151,621 334,671 29%
Met position:
Netinvestment in capital assets - 816,548 (816,548) -100%
Unrestricted 6,454 718 9,313,358 (2,858,640) -31%
Total net position S 6,454,718 5 10,129,906 5 {3,675,188) -36%

Statement of Net Position Variance Analysis between 2021 and 2020

University Center has a cash balance of $96,755 in the checking account, $466,442 held in LAIF. This combined total
of unrestricted cash of $563,197 is approximately 23.4% of the operating revenue of the 2020-21 fiscal year. This
balance allows the University Center the ability to fund any of the immediate, yet minimal, operating expenses that
may arise as a result of the change in operations.

Current assets decreased by $9,938,060. Current assets include: cash and cash equivalents, unrestricted cash in
Local Agency Investment Fund (LAIF), accounts receivable and prepaid expenses. The decrease in current assets is
due to the decrease in operational revenue resulting from the change in operations as well as the $7,000,000 of
cash previously held in LAIF that was invested with the pooled investments held by the Humboldt State University
Foundation (HSUF). Additionally, the University Center paid $1,134,500 to HSU to support Student Union Programs
and previously approved maintenance projects on the building formerly occupied by the University Center.

Due to the change in operations, capital assets, net, decreased by $816,548. This was due to the disposition of assets
with a net book value of $377,443. The remaining equipment and furniture, with a net book value of $439,105, was
transferred to HSU in exchange for future business services through June 2026 as part of the new operating
agreement effective May 2021.



HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS
Management’s Discussion and Analysis
Year ended June 30, 2021

The GASB 75 requirement to recognize postemployment benefit liability, as determined by an actuarial study dated
June 30, 2020, found the actuarial accrued liability to be $4,044,069. University Center participates in the VEBA Trust
developed by the California State University Auxiliary Organizations Association to hold plan assets to fund this
accrued liability. As of the June 30, 2020 valuation, plan assets held by VEBA were $4,557,185 resulting in a net OPEB
asset of $513,116. University Center reports the net OPEB asset as of June 30, 2021 based on the June 30, 2020
valuation.

Current liabilities decreased by $683,193. Current liabilities include: salaries and benefits payable and other current
liabilities.

Non-current liabilities increased by $361,201. The noncurrent liabilities represent the net pension liability that is
required to be recognized and recorded in accordance with the parameters of GASB Statement No. 68. The net
pension liability as of June 30, 2021, as determined by an actuarial valuation dated June 30, 2019 and rolled forward
to June 30, 2020, found the net pension liability to be $2,245,518. University Center participates in a cost sharing
multiple-employer defined benefit plan through California Public Employees’ Retirement System (CalPERS).
University Center reports the net pension liability as of June 30, 2021 based on the June 30, 2020 valuation.

Deferred inflows of resources increased by $334,670 resulting from differences between projected and actual
earnings and employer contributions and proportionate share of contributions on pension obligations and
differences between expected and actual experiences on OPEB obligations.

Net position decreased by $3,675,188 reflecting the cumulative net change in assets, deferred inflows and outflows
and liabilities for the year.

Operating Results
University Center’s condensed summary of revenues, expenses, and changes in net position for the years ended
June 30, 2021 and 2020 is as follows:

Condensed Summary of Revenues, Expenses, and Changes in Net Position

Increase Percent
Revenues: 2021 2020 (Decrease) Change
Operating revenues:
Revenue from operations
Dining sales $ 1,861,589 $ 8425425 S (6,563,836) -78%
CenterArts sales 3,862 724,215 (720,353) -99%
Center Activities sales 11,889 246,036 (234,147) -95%
Student fees 406,158 1,165,488 (759,330) -65%
Other revenues 121,337 305,353 (184,016) -60%
Total operating revenues 2,404,835 10,866,517 (8,461,682) -78%
Expenses:
Operating expenses 5,629,381 11,819,182 (6,189,801) -52%
Depreciation expense 214,612 245,384 (30,772) -13%
Total operating expenses 5,843,993 12,064,566 (6,220,573) -52%
Operating loss (3,439,158) (1,198,049) (2,241,109) 187%
Non-operating revenues:
Investment income, net 115,374 239,339 (123,965) -52%
Net non-operating revenues 115,374 239,339 (123,965) -52%
Decrease in net position (3,323,784) (958,710) (2,365,074) 247%
Extraordinary item
Loss on disposals of assets (351,404) - (351,404)
Decrease in net position (3,675,188) (958,710) (2,716,478) 283%
Net position:
Net position at beginning of year 10,129,906 11,088,616 (958,710) -9%
Net position at end of year S 6,454,718 $ 10,129,906 S (3,675,188) -36%




HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS
Management’s Discussion and Analysis
Year ended June 30, 2021

Revenue and Expense Variance Analysis between 2021 and 2020

Through January 8, 2021, operating revenues were sales from operations and student fee monies. Sales from
operations were comprised of Dining Services (The “J” and the Cupboard in the Residence Halls, The Depot,
Windows Cafe, Library Café and College Creek Marketplace), outsourced bookstore operations to FOLLETT and
student programming services for Center Activities, Student Recreation Center, Humboldt Bay Aquatic Center and
Center Arts. Current year operating revenues decreased by $8,461,682 as all areas were affected by the change in
operations which essentially ceased the aforementioned operating revenue streams. Current year operating
expenses consist of auxiliary enterprise expenses of $6,195,397. Prior year operating expenses consisted of auxiliary
enterprise expenses of $12,064,566. Current year operating expenses decreased by $5,869,169 which was due to
the change in operations effective January 2021 through the end of the 2020-21 fiscal year.

Investment income was $115,734 which was a decrease of $123,965 over the prior year. Investment income is
comprised of interest from LAIF and gains/losses on the investment held by HSUF. The decrease from the prior year
is due to market fluctuations and having a decrease in funds held in LAIF of $9,737,732 as funds were used to cover
operating costs as well as make $7,000,000 investment by HSUF in the 4t quarter of FY 2020-21 which saw minimal
gains in the current fiscal year.

Factors Impacting Future Periods

The University Center is a participant in CalPERS. CalPERS is a defined-benefit retirement program that relies heavily
on investments in financial markets for the assets required to pay benefits to retirees. This reliance on investment
returns to meet expectations exposes the University Center to potentially large rate increases when the CalPERS
investment portfolio fails to meet expectations.

Request for Information

This financial report is designed to provide a general overview of the University Center’s finances. Questions
concerning any of the information provided in this report or requests for additional financial information should be
addressed to the University Center, 1 Harpst Street, Arcata, CA 95521.
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HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS
Statement of Net Position

June 30, 2021

ASSETS

Current assets:
Cash and cash equivalents S 96,755
Cash invested in LAIF 466,442
Accounts and other receivable, net 550,704
Prepaid expenses 20,293

Total current assets 1,134,194

Noncurrent assets:

Investment 7,063,102
Net OPEB asset 513,116
Total noncurrent assets 7,576,218
Total assets 8,710,412

DEFERRED OUTFLOWS OF RESOURCES:

OPEB - contributions 238,402
Pension - contributions 186,780
OPEB related 245,441
Pension related 854,292
Total deferred outflows of resources 1,524,915
LIABILITIES

Current liabilities:

Accrued salaries and benefits payable 508
Other liabilities 48,291
Total current liabilities 48,799

Noncurrent liabilities:

Net pension liability 2,245,518
Total liabilities 2,294,317
DEFERRED INFLOWS OF RESOURCES:
OPEB related 779,677
Pension related 706,615
Total deferred inflows of resources 1,486,292
NET POSITION
Unrestricted 6,454,718
Total net position S 6,454,718

See accompanying notes
7



HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS
Statement of Revenue, Expenses, and Changes in Net Position

Year End June 30, 2021

Revenues
Operating revenues:
Revenue from operations
Student fees
Total operating revenues
Expenses
Operating expenses:
Employee benefits
Salaries and wages

Operating contributions to Humboldt State University

Cost of sales
Rent
Depreciation
Outside professional services
Repairs and maintenance
Services from other funds
Utilities
Supplies and services
Insurance
Other and miscellaneous
Communications
Bank service charges
Event costs
Total operating expenses
Operating loss
Non-Operating revenues
Investment income, net
Net non-operating revenues
Decrease in net position
Extraordinary item
Loss on disposal of assets

Decrease in net position

Net position
Net position at beginning of year

Net position at end of year

See accompanying notes

1,998,677
406,158

2,404,835

1,473,313
1,186,760
1,160,731
675,469
392,242
214,612
167,282
151,771
112,332
97,449
56,266
53,634
50,120
23,971
22,473
5,568

5,843,993

(3,439,158)

115,374

115,374

(3,323,784)

351,404

(3,675,188)

10,129,906

s

6,454,718




HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS

Statement of Cash Flows
Year ended June 30, 2021

Cash flows from operating activities:
Cash received from customers
Cash payments to suppliers for operations
Cash payments to employees for services
Cash payments for general and administrative expenses
Net cash provided by (used in) operating activities

Cash flows from capital financing activities:
Acquisition of capital assets
Net cash provided by (used in) capital activities

Cash flows from investing activities:
Purchase of investments
Investment income
Net cash provided by (used in) investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

Reconciliation to cash per statement of net position:
Cash and cash equivalents
Short term investments
Total cash and cash equivalents at end of year

Reconciliation of operating loss to net cash provided by (used in) operating activities:

Operating loss
Adjustments to reconcile operating loss to net cash provided
by (used in) operating activities:
Depreciation
Changes in operating assets and liabilities:
Accounts and other receivables
Inventories
Prepaid expenses
Net OPEB asset
Deferred outflows of resources
Accounts payable
Accrued salaries and benefits payable
Accrued compensated absenses
Unearned revenues
Other liabilities
Net pension liability
Deferred inflows of resources
Net cash provided by (used in) operating activities

Noncash investing, capital and financing activities:
Receivable to sale of assets transferred to HSU

See accompanying notes

9

$ 2,375,733
(2,804,593)
(2,144,118)

(262,489)
(2,835,467)

(193,314)
(193,314)

(7,000,000)
52,272
(6,947,728)

(9,976,509)
10,539,706
3 563,197

$ 96,755
466,442
S 563,197

S (3,439,158)

214,612

199,144
170,597
35,656
(92,355)
63,364
(56,294)
(22,821)
(109,411)
(228,248)
(266,424)
361,201
334,670
§ (2,835467)

S 443,846



HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS
Notes to the Financial Statements
Year ended June 30, 2021

Note (1) Organization

Humboldt State University Center Board of Directors (University Center) is an auxiliary organization of
Humboldt State University (HSU) in Arcata, California, and the California State University System. As an
affiliated organization component unit of HSU, University Center’s financial data is included in HSU’s
financial statements. University Center is a nonprofit corporation formed to promote the welfare of HSU
and its students and employees.

Through January 8, 2021 the primary activities of University Center were to develop, finance and operate
the Student Union, bookstore (under outside management), and dining services on the HSU campus.
Through March 5, 2021, University Center provided management services to the Northern Humboldt
Recreation and Park District. University Center was primarily supported by student fees and dining sales,
and contracted revenues from students at HSU. Through January 8, 2021, University Center had a
management agreement with Follett Higher Education Group, Inc. (Follett) which gave Follett the
exclusive right to operate the bookstore on campus and related internet sales for the University Center.

Effective May 1, 2021 the primary function of University Center is to administer the Student Union with
activities limited to the support of Student Union Programs, comprised of payment of ongoing pension
and other post-employment benefit obligations (OPEB) for employees of the University Center.

Note (2) Summary of Significant Accounting Policies
(a) Basis of Presentation

University Center has determined that it should apply generally accepted accounting principles
applicable to governmental entities based on an amendment to the articles of incorporation and
bylaws that has clarified University Center’s relationship as a component unit of HSU.

The accompanying financial statements have been prepared using the economic resources
measurement focus and the accrual basis of accounting in accordance with U.S. generally accepted
accounting principles, as prescribed by the GASB. Revenues are recorded when earned and expenses
are recorded when a liability is incurred, regardless of the timing of related cash flows.

The financial statements required by the Governmental Accounting Standards Board (GASB)
Statement No. 34, Basic Financial Statements — and Management’s Discussion and Analysis — for
State and Local Governments, as amended by GASB Statement No. 35, Basic Financial Statements —
and Management’s Discussion and Analysis — for Public Colleges and Universities include a statement
of net position, a statement of revenues, expenses, and changes in net position, and a statement of
cash flows. University Center has elected to use the proprietary fund reporting model for special-
purpose governments engaged only in business-type activities. Proprietary funds are used to
account for activities similar to those found in the private sector, where the determination of net
income is necessary or useful to sound financial administration. In accordance with the business-
type activities reporting model, University Center prepares its statement of cash flows using the
direct method.

(b) Basis of Accounting

The financial statements of have been prepared to conform with Accounting Principles Generally
Accepted in the United States of America (GAAP) as applied to governmental units. GASB is the
accepted standard setting body for establishing governmental accounting and financial reporting
principles.

The summary of significant accounting policies is presented to assist in understanding University
Center’s financial statements. The financial statements and notes are representations of

10



(c)

(d)

(e)

(f)

(9)

(h)

(i)

HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS
Notes to the Financial Statements
Year ended June 30, 2021

management, who is responsible for their integrity and objectivity. These accounting policies have
been consistently applied in the preparation of the financial statements.

Classification of Current and Noncurrent Assets and Liabilities

University Center considers assets to be current that can reasonably be expected, as part of its
normal business operations, to be converted to cash and be available for liquidation of current
liabilities within 12 months of the statement of net position date. Liabilities that reasonably can be
expected, as part of normal University Center business operations, to be liquidated within 12
months of the statement of net position date are considered to be current. All other assets and
liabilities are considered to be noncurrent.

Cash and Cash Equivalents

University Center considers all highly liquid investments with an original maturity date of three
months or less to be cash and cash equivalents. Amounts included in the Local Agency Investment
Fund (LAIF) are considered to be cash equivalents.

Investments

Investments are stated at fair value. Interests in commingled funds with Humboldt State University
Foundation (HSUF) are based upon the latest valuations provided by the fund managers of the
respective funds adjusted for cash receipts, cash disbursements and securities distributions through
June 30, 2021. The University Center believes the carrying amount of these financial instruments is
a reasonable estimate of fair value. Because the commingled funds are not readily marketable, their
estimated value is subject to uncertainty and, therefore, may differ significantly from the value that
would have been used had a ready market for such investments existed.

Accounts Receivable

University Center 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, 2021.

Inventories

The food and beverage inventory is stated at cost, using the first-in, first-out (FIFO) method. AtJune
30, 2021, the cost of the food and beverage inventory was $0 as University Center no longer provides
dining services.

Capital Assets

Capital assets are recorded at cost less depreciation calculated by the straight-line method. Building
improvements are depreciated over a five- to twenty-year life. Equipment, furniture, and fixtures
are depreciated over a five- to ten-year life. Work in progress represents expenditures for facility
improvements not placed in service during the year.

University Center capitalizes acquisitions of equipment that have a useful life greater than one year
and are in excess of $5,000, improvements in excess of $10,000, and intangible property in excess
of $5,000.

Deferred Outflows of Resources

Deferred outflows of resources represent a consumption of net position that applies to a future
period(s) and thus, will not be recognized as an outflow of resources (expense) until then. The
deferred outflows of resources related to pension and Other Post Employment Benefits (OPEB)

11



HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS
Notes to the Financial Statements
Year ended June 30, 2021

items as noted in Note (6) and Note (7). The deferred outflows will be amortized to pension and
OPEB expense over the expected average remaining service lifetime for the plan.

(i) Net OPEB Asset

(k)

University Center recognizes post-employment benefits as a liability (asset) in the statement of net
position and recognizes changes in the funded status in the year in which the changes occur in
unrestricted net position, unless a minimum amortization is required to be included as a component
of net periodic postretirement benefit cost in accordance with applicable accounting standards.

Net Pension Liability

For purposes of measuring the net pension liability and deferred outflow/inflows of resources
related to pensions, and pension expense, information about the fiduciary net position of the
California Public Employees’ Retirement System (CalPERS) plan and additions to/deductions from
the Plans’ fiduciary net position have been determined on the same basis as they are reported by
CalPERS. For this purpose, benefit payments (including refunds of employee contributions) are
recognized when due and payable in accordance with benefit terms. Member contributions are
recognized in the period in which they are earned. Investments are reported at fair value.

(I) Deferred Inflows of Resources

Deferred inflows of resources represent an acquisition of net position by the University Center that
is applicable to a future reporting period. The deferred inflows of resources related to pension and
OPEB as noted in Note (6) and Note (7). These amounts are deferred and amortized to pension and
OPEB expense over closed periods ranging from 0 to 9.8 years.

(m) Net Position

(n)

Net position represents the difference between assets and deferred outflows of resources less
liabilities and deferred inflows of resources. University Center reports three categories of net
position, as follows:

Net Investment in Capital Assets — consists of net capital assets reduced by outstanding balances
of any related debt obligations and deferred inflows of resources attributable to the acquisition,
construction, or improvement of those assets and increased by balances of deferred outflows of
resources related to those assets.

Restricted Expendable — Other — subject to externally imposed conditions that can be fulfilled by
the actions of the University Center or the passage of time. At June 30, 2021, University Center had
no restricted funds.

Unrestricted Net Position — consists of all other net position that does not meet the definition of
the above component and is available for general use by University Center.

When an expense is incurred for purposes for which both restricted and unrestricted net position
are available, management applies unrestricted net position first, unless a determination is made to
use restricted net position.

Fair Value

Governmental Accounting Standards Board Statement Number 72 provides the framework for
measuring the fair value of investments. That framework provides a fair value hierarchy that
prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives the
highest priority to unadjusted quoted prices in active markets for identical assets (Level 1) and the
lowest priority to unobservable units (Level 3). The three levels of the fair value hierarchy are
described as follows:
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Level 1 — Inputs to the valuation methodology are unadjusted quoted prices for identical assets in
active markets that the Foundation has the ability to access.

Level 2 — Inputs other than quoted prices included within Level 1 that are observable for the asset,
either directly or indirectly, such as:

quoted prices for similar assets in active markets;

quoted prices for identical or similar assets in inactive markets;

inputs other than quoted prices that are observable for the asset or liability;

inputs derived principally from or corroborated by observable market data by correlation or
other means.

Level 3 — Inputs to the valuation methodology are unobservable and significant to the fair market
value measurement.

Net Asset Value (NAV) — The amount of net assets attributable to each unit in commingled
investments outstanding at the close of the period and excluded from the three defined levels
above. All long-term investments are reported at NAV.

A financial instrument’s categorization within the valuation hierarchy is based upon the lowest level
of input that is significant to the fair value measurement.

Classification of Revenues and Expenses

University Center considers operating revenues and expenses in the statement of revenues,
expenses, and changes in net position to be those revenues and expenses that result from exchange
transactions or from other activities that are connected directly to University Center’s primary
functions. Exchange transactions include charges for services rendered and the acquisition of goods
and services.

Certain other transactions are reported as non-operating revenues and expense in accordance with
GASB Statement No. 35. These non-operating activities include net investment income.

Revenue Recognition
Student Fees - Student union fees are recorded when received from the revenue bond program.

Revenue from operations - All revenue from operations including, but not limited to, bookstore
commissions, food sales, and vending, is recorded when earned.

Investment Income - Investment income is recorded at the time it is earned.

Income Taxes

University Center qualifies as a tax exempt organization under the applicable sections of the Internal
Revenue Code (IRC) Section 501(c)(3) and California Revenue and Taxation Code Section 23701(d).

University Center has evaluated its tax positions and the certainty as to whether those tax position
will be sustained in the event of an audit by taxing authorities at the federal and state levels. The
primary tax positions evaluated are related to the University Center’s continued qualification as a
tax-exempt organization and whether there is unrelated business income activities conducted that
would be taxable. Management has determined that all income tax positions are more likely than
not of being sustained upon potential audit or examination; therefore, no disclosures of uncertain
income tax positions are required. University Center files informational tax returnsin the U.S. federal
jurisdictions and the state of California.

(r) Use of Estimates
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The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Note (3) Cash and Cash Equivalents

University Center maintains its cash in bank deposit accounts that are insured by the Federal Deposit
Insurance Corporation (FDIC) up to a limit of $250,000 per depositor. At June 30, 2021, University
Center’s uninsured and uncollateralized cash balance was $0. Custodial credit risk is the risk that in
the event of the failure of a counterparty, University Center would not be able to recover the value of
its investments that are in the possession of an outside party. Financial instruments that
potentially subject University Center to custodial risk are investments in excess of amounts insured by
the FDIC. No policy exists related to custodial risk specifically. University Center’s investment policy
does not prohibit deposits in single institutions that expose University Center to custodial credit
risk. Management believes the organization is not exposed to any significant custodial credit risk
related to cash.

University Center’s short-term investment portfolio consists of investments in LAIF, a voluntary
program created by statute as an alternative for California’s local governments and special districts
that allow affiliates to participate in a major investment portfolio. It is under the administration of
the California State Treasurer’s Office. There are no significant interest rate risks or credit risks to be
disclosed in accordance with GASB Statement No. 40, Deposit and Investment Risk Disclosures - an
amendment of GASB Statement No. 3. The investment is not insured. However, these funds are
invested in accordance with California Government Code Sections 16430 and 16480, the stated
investment authority for the Pooled Money Investment Account. At June 30, 2021, cash in LAIF was
$466,442.

Note (4) Capital Asset

The change in capital assets for the year ended June 30, 2021, is as follows:

Balance Balance
6/30/2020 Additions Deletions 6/30/2021
Capital assets, being depreciated:
Equipment & furniture S 1,859,487 S 193,314 S (2,052,801) S
Building & improvements 2,883,031 - {2,883,031)
Total capital assets, being depreciated 4,742,518 193,314 (4,935,832)
Less accumulated depreciation for:
Equipment & furniture (1,269,485) (146,222) 1,415,707
Buildings & improvements (2,656,485) {68,390) 2,724,875
Total accumulated depreciation (3,925,970) (214,612) 4,140,582
Total capital assets being depreciated, net S 816,548 S {21,298) S  (795,250) S

Depreciation expense for the year ended June 30, 2021, was $214,612.

Note (5) Investment

The University Center has a long-term investment which is managed by HSUF and is administered in
accordance with the California Uniform Prudent Management of Institutional Funds Act (UPMIFA). The
investment is commingled with HSUF’s pooled investment account held with Wells Fargo and is invested
and managed in accordance with the investment and spending policies of HSUF. The HSUF Board of
Directors understands that UPMIFA requires it to balance the goal of providing a consistent level of
support for the intended purposes with the goal of protecting the value of the investment against
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inflation. As a result of this interpretation the University Center classifies the original value of the
investment along with any subsequent additions to the investment as corpus. These are included in the
unrestricted net position category on the statement of net position.

(a) Investment at Net Asset Value

The value of the investment is determined by HSUF and is based on the University Centers pro rata
interest in the underlying assets held by HSUF. HSUF allocates income and value pro rata based on the
underlying assets held which are observable and unobservable. The valuation methods utilized by HSUF
are subject to regular review by the University Center. At June 30, 2021 the long-term investment was
$7,063,102.

6/30/2021
Underlying assets held by HSUF
Money Market Funds S 1,973,419
Mutual Funds - Equity 30,765,943
Mutual Funds - Fixed Income 7,160,995
Mutual Funds - Balanced 1,740,890
Real Estate Investment Trust 2,111,732
Equities - Stock 1,217
Real Estate 8,373,790
Total S 52,127,986
University Centers interest held by HSUF 13.5495%
Investment S 7,063,102

(b) Investment Risk

The commingled funds held by HSUF are invested in various types of investment securities.
Investment securities are exposed to risks such as credit, custodial credit, and foreign currency risks.
Due to the level of risk associated with certain investment securities, it is at least reasonably possible
that changes in the values of investment securities will occur in the near term and that such changes
could materially affect the amounts reported in the statement of net position.

Credit Risk and Interest Rate Risk

Certain securities with fixed income are subject to credit risk which is the risk that an issue of an
investment will not fulfill its obligations. Other securities, including obligations of the U.S.
government or those explicitly guaranteed by the U.S. government, are not considered to have credit
risk. With regard to the trusts included in endowment investments, the University Center is not the
trustee of these investments and; therefore, it currently has no policies with regard to credit risk for
these investments.

Interest rate risk is the risk that the value of fixed income securities will decline because of changing
interest rate. With regard to the trusts included in endowment investments, the University Center is
not the trustee of these investments and; and therefore, it currently has no policies with regard to
interest rate risk for these investments.
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Custodial Credit Risk

Custodial credit risk is the risk that in the event of a failure of the custodian, the University Center
may not be able to recover the value of the investments held by the custodian as these investments
are uninsured. This risk typically occurs in repurchase agreements where one transfers cash to a
broker-dealer in exchange for securities, but the securities are held by a separate trustee in the name
of the broker-dealer. The University Center does not have a specific policy with regard to custodial
credit risk.

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of the University Center’s
investments within any one issuer. The University Center does not have a specific policy with regard
to the operating pool or the remainder of the endowment pool. At June 30, 2021, there were no
investments within any one issuer in an amount that would constitute a concentration of credit risk
to the University Center.

Foreign Currency Risk

Foreign currency risk is the risk of investments losing value due to fluctuations in foreign exchange
rates. The University Center does not directly invest in foreign currency investments and is, therefore,
not subject to foreign currency risk.

Pension Plan — California Public Employee’s Retirement System (CalPERS)

University Center participates in a cost sharing multiple-employer defined benefit plan through CalPERS
which covers substantially all regular full-time employees of the University Center. CalPERS acts as a
common investment and administrative agent for participating public entities with the state of California
and reports information to the University Center in accordance with reporting standards established by
GASB.

The proportionate share of the net pension liability, pension expense and deferred inflow of resources
for the above plan and a deferred outflow of resources as follows of and for the year ended June 30,

2021:
Proportionate Deferred Deferred Proportionate
Share of Net Outflows of Inflows of Share of
Pension Plan Pension Liability Resources Resources Pension Expense
CalPERS S 2,245,518 S 1,041,072 S 706,615 S 944,939

Plan Description

Qualified employees are eligible to participate in the Public Agency Cost-Sharing Multiple-Employer Plan
under CalPERS, a cost-sharing multiple-employer public employee retirement system defined benefit
pension plan administered by CalPERS. The Public Agency Cost-Sharing Multiple-Employer Plan is
comprised of a Miscellaneous or Safety Plan. The University Center sponsors two Miscellaneous Risk Pool
plans, however, the information presented below represents the sum of the allocated pension amounts
for each of the University Center’s respective plans (the Plan). The Plan provides retirement and disability
benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries. Benefit
provisions are established by State statues, as legislatively amended, within the Public Employees’
Retirement Law.
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Benefits Provided

The Plan provides service retirement and disability benefits, annual cost of living adjustments and death
benefits to plan members, who must be public employees and beneficiaries. Benefits are based on years
of service credit, a benefit factor and the member’s final compensation. Members hired on or before
December 31, 2012, with five years of total service are eligible to retire at age 50 with statutorily reduced
benefits. Members hired on or after January 1, 2013, with five years of total service are eligible to retire
at age 52 with statutorily reduced benefits. All members are eligible for employment-related disability
benefits regardless of length of service and non-duty disability benefits after 5 years of service. Disability
benefits are determined in the same manner as retirement benefits but are payable immediately without
an actuarial reduction. The Post-Retirement Death Benefit is a one-time payment made to a retiree’s
designated survivor or estate upon the retiree’s death. The Basic Death Benefit is paid to any member’s
beneficiary if the member dies while actively employed. An employee’s eligible survivor may receive the
1957 Survivor Benefit if the member dies while actively employed, is at least age 50 (or 52 for members
hired on or after January 1, 2013), and has at least 5 years of credited service. The cost of living
adjustments for each plan are applied as specified by the Public Employees’ Retirement Law. The First Tier
Plan was closed to new entrants on or after January 1, 2013.

The Plan provisions and benefits in effect at June 30, 2021, are summarized as follows:

Miscellaneous Risk Pool

First Tier Plan PEPRA Misc Plan

On or Before On or after
Hire date December 31, 2012 January 1, 2013
Benefit formula 2% @ 55 2% @ 62
Benefit vesting schedule 5 years service 5 years service
Benefit payments Monthly for life Monthly for life
Retirement age 55 62
Required employee contribution rates 7.000% 6.750%
Required employer contribution rates 11.031% 7.732%

Contributions

Section 20814(c) of the California Public Employees' Retirement Law requires that the employer
contribution rates for all public employers be determined on an annual basis by the actuary and shall be
effective on the July 1 following notice of a change in the rate. Total plan contributions are determined
annually through the CalPERS annual actuarial valuation process. The actuarially determined rate is the
estimated amount necessary to finance the costs of benefits earned by employees during the year, with
an additional amount to finance any unfunded accrued liability. University Center is required to contribute
the difference between the actuarially determined rate and the contribution rate of employees. The
contribution rates are expressed as percentage of annual payroll. The contribution rates for each plan for
the year ended June 30, 2021 are presented above and the total University Center contributions were
$186,780.

Pension Liabilities, Pension Expense, Deferred Outflows or Resources and Deferred Inflows of Resources
Related to Pension

As of June 30, 2021, University Center reported net pension liabilities for its proportionate share of the
Miscellaneous Risk Pool net pension liability totaling $2,245,518. The net pension liability was measured
as of June 30, 2020, the measurement date. The total pension liability for Miscellaneous Risk Pool was
determined by applying update procedures to a financial reporting actuarial valuation as of June 30, 2019
and rolling forward the total pension liability to June 30, 2020. University Center’s proportion of the net
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pension liability was based on a projection of University Center’s long-term share of contributions to the
pension plan relative to the projected contributions of all participating employers, actuarially determined.
At the June 30, 2020 measurement date, University Center’s proportion was 0.0206%.

For the year ended June 30, 2021, University Center recognized pension expense of $944,939. At
June 30, 2021, University Center reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Outflows Deferred Inflows

Description of Resources of Resources

Differences between expected and actual experience S 236,716 S -
Changes in assumptions - 32,763
Net difference between projected and actual earnings

on investments 136,457 -
Changes in proportion 481,119 -
Differences between employer contributions and

proportionate share of contributions - 673,852
Total {prior to post-measurement date contributions) 854,292 706,615
Contributions subsequent to the measurement date 186,780 -
Total $ 1,041,072 $ 706,615

The deferred outflows of resources related to pensions resulting from University Center contributions
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the
year ended June 30, 2022. The remaining deferred outflows and inflows of resources will be amortized
over a closed period of between 0 and 4.8 years and will be recognized in pension expense as follows:

Y ear Ended Deferred Outflows/
June 30 (Inflows) of Resources
2022 S 10,107
2023 (8,785)
2024 80,907
2025 65,448
$ 147,677

Actuarial Methods and Assumptions

Total pension liability for the Plan was determined by applying update procedures to a financial reporting
actuarial valuation as of June 30, 2019, and rolling forward the total pension liability to June 30, 2020. The
financial reporting actuarial valuation as of June 30, 2019 used the following methods and assumptions,
applied to all prior periods included in the measurement:
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Valuation date June 30, 2019
Measurement date June 30, 2020
Actuarial cost method Entry Age Normal
Actuarial assumptions:
Discount rate 7.15%
Inflation 2.50%
Salary Increases Varies by Entry Age and Service
Mortality rate table Derived using CalPERS' Membership Data for all Funds (1}

r

(1) The mortality table used was developed based on CalPERS-specific data. The table includes 15 years of mortality improvements
using Society of Actuaries Scale 90% of scale MP 2016. For more details on this table, please refer to the 2017 experience
study report (based on CalPERS demographic data from 1997 to 2015) that can be found on the CalPERS website.

Long-term Expected Rate of Return

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which expected future real rates of return (expected returns, net of pension plan investment
expense and inflation) are developed for each major asset class.

In determining the long-term expected rate of return, CalPERS took into account both short-term and long-
term market return expectations as well as the expected pension fund cash flows. Using historical returns
of all of the funds’ asset classes, expected compound (geometric) returns were calculated over the short-
term (first 10 years) and the long-term (11+ years) using a building-block approach. Using the expected
nominal returns for both short-term and long-term, the present value of benefits was calculated for each
fund. The expected rate of return was set by calculating the rounded single equivalent expected return
that arrived at the same present value of benefits for cash flows as the one calculated using both short-
term and long-term returns. The expected rate of return was then set equal to the single equivalent rate
calculated above and adjusted to account for assumed administrative expenses. The expected real rates
of return by asset class are as follows:

New Strategic Real Return Real Return

Asset Class (1) Allocation Years 1-10 (2) Years 11+ (3)
Global equity 50.0% 4.80% 5.98%
Fixed income 28.0 1.00 2.62
Inflation assets 0.0 0.77 1.81
Private equity 8.0 6.30 7.23
Real assets 13.0 3.75 493
Liquidity 1.0 0.00 (0.92)

(1) Inthe System's CAFR, Fixed Income is included in Global Debt Securities;
Liquidity is included in Short-term Investments; Inflation Assets are included in both Global Equity
Securities and Global Debt Securities.

(2) An expected inflation of 2.00% used for this period

(3) An expected inflation of 2.92% used for this period

Discount Rate

The discount rate used to measure the total pension liability was 7.15%. The projection of cash flows used
to determine the discount rate assumed that contributions from plan members will be made at the current
member contribution rates and that contributions from employers will be made at statutorily required
rates, actuarially determined. Based on those assumptions, the Plan’s fiduciary net position was projected
to be available to make all projected future benefit payments of current plan members. Therefore, the
long-term expected rate of return on plan investments was applied to all periods of projected benefit
payments to determine the total pension liability.
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Pension Liability Sensitivity

The following presents University Center’s proportionate share of the net pension liability for the Plan,
calculated as of June 30, 2021 using the discount rate for the Plan, as well as what University Center’s
proportionate share of the net pension liability would be if it were calculated using a discount rate that is
one percentage point lower or one percentage point higher than the current discount rate:

Discount Rate - 1% Current Discount Discount Rate + 1%
Description (6.15%) Rate (7.15%) (8.15%)

UC's proportionate share of the
Plan's pension liability (asset) S 4,987,455 S 2,245,518 S (20,058)

Pension Plan Fiduciary Net Position

Detailed information about CalPERS Miscellaneous Risk Plan fiduciary net position is available in a separate
issued comprehensive annual financial report. Copies of the CalPERS annual financial report may be
obtained from the CalPERS Executive Office, 400 P Street, Sacramento, California 95814.

Note (7) Other Post Employment Benefits (OPEB)

OPEB Plan Description - CalPERS

University Center participates in the CalPERS medical program. University Center pays a portion of the
retiree’s healthcare insurance premiums. The plan also covers dependents of the employee. Benefited
employees hired prior to July 1, 2006, who are eligible to retire from CalPERS, are 100% vested. Benefited
employees hired on or after July 1, 2006, are 50% vested at age 50 if they have 10 years of service. With
every additional year of service the vesting increases by 5% reaching 100% for employees who are age 50
or older who have at least 20 years of service. University Center’s premium contribution cannot be less
than what is defined by CalPERS Section 22892(b). Total contribution payments to CalPERS for retirees for
the year ended June 30, 2021 were $238,402.

In the fiscal year ended June 30, 2012, University Center began participating in the Auxiliaries Multiple
Employer VEBA (Voluntary Employees’ Beneficiary Association), an agent multiple-employer defined
benefit OPEB plan. The Auxiliaries Multiple Employer VEBA is a separate 501(c)(9) organization established
in August 2010 to assist in funding post-retirement healthcare benefits for recognized auxiliaries of the
California State University System. The Auxiliaries Multiple Employer VEBA seeks an average total annual
return net of fees and expenses of 3.0% plus the Consumer Price Index for All Urban Consumers: U.S. City
Average — All Items. To achieve its return objectives, the Auxiliaries Multiple Employer VEBA's investment
portfolio is allocated among a number of asset classes. Copies of the Trust annual financial report may be
obtained from the Humboldt State University Center Business Office at 1 9Harpst Street, Arcata, CA 95521.

Number of

participants
Inactive employees receiving benefits 30
Inactive employees entitled to but not receiving benefits 0
Participating active employees 32
Total number of participants 62

OPEB Expense, Deferred Outflows or Resources and Deferred Inflows of Resources Related to OPEB

For the year ended June 30, 2021, University Center recognized OPEB expense of $112,337. At

June 30, 2021, University Center reported deferred outflows of resources and deferred inflows of
resources related to OPEB from the following sources:

20



HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS
Notes to the Financial Statements
Year ended June 30, 2021

Deferred Outflows Deferred Inflows
Description of Resources of Resources

Differences between expected and actual experience S - S 779,677
Changes in assumptions 147,531 -
Net difference between projected and actual eamings

on investments 57,910 -
Total (prior to post-measurement date contributions) 245,441 779,677
Contributions subsequent to the measurement date 238,402 -
Total $ 483,843 S 779,677

The deferred outflows of resources related to OPEB resulting from University Center contributions
subsequent to the measurement date will be recognized as a reduction of the OPEB liability in the year
ended June 30, 2022. The remaining deferred outflows and inflows of resources will be amortized over a
closed period of between 0 and 9.8 years and will be recognized in OPEB expense as follows:

Y ear Ended Deferred Outflows/

June 30 (Inflows) of Resources
2022 S (55,220)
2023 (55,220)
2024 (55,222)
2025 (64,740)
therafter (303,834)
$ (534,236)

Assumptions and Other Inputs

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and the plan members) and include the types of benefits provided at the
time of each valuation and the historical pattern of sharing of benefit costs between the employer and
plan members to that point.

The Total OPEB Liability was determined by an actuarial valuation as of June 30, 2020 which is the
measurement date using the following actuarial assumptions:

Inflation 2.75%
Health care cost trends 4.00%
Salary increases 2.75%
Investment rate of return 6.00%

Mortality rates were based on the 2017 CalPERS Active Mortality for Miscellaneous Employees and 2017
CalPERS Retiree Mortality for Miscellaneous Employees Tables. CalPERS periodically studies mortality
tables that are modified versions of commonly used tables. These tables incorporate morality projections
as deemed appropriate based on CalPERS analysis.

Retirement assumptions were based on the 2009 CalPERS 2.0% @60 Rates for Miscellaneous Employees
and the 2009 CalPERS Retirement Rates for School Employees tables. Turnover assumptions were based
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on the 2009 CalPERS Termination Rates for School Employees table. CalPERS periodically studies the
experience for participating agencies and establishes tables that are appropriate for each pool.

For other assumptions, the actuarial valuation used actual plan provisions and plan data.

The following presents the net OPEB liability, with a healthcare cost trend rate 1-percentage-point lower
(3.0 percent) and 1-percentage-point higher (5.0 percent) than assumed in the valuation:

Trend 1% Lower Valuation Trend Trend 1% Higher
Net OPEB Liability (Asset) $ (990,723) $ (513,116) $ 76,844

The discount rate used to measure the total OPEB liability was 6.00%. The projection of cash flows used
to determine the discount rate assumed that University Center’s contributions will be made at the current
contribution rate. Based on those assumptions, the OPEB plan’s fiduciary net position was projected to be
available to make all projected future benefit payments of current plan members over a period not to
exceed 30 years. Historic 30 year real rates of return for each asset class along with an assumed long-term
inflation assumptions was used to set the discount rate. The expected investment return was offset by
investment expense of 25 basis points.

The Long-Term Expected Rate of Return on OPEB Plan investments was determined using a building-block
method in which best-estimate ranges of expected future real rates of return (expected returns, net of
OPEB plan investment expense and inflation) are developed for each major asset class. These ranges are
combined to produce the Long-Term Expected Rate of Return by weighting the expected future real rates
of return by the target asset allocation percentage and adding expected inflation.

The target allocation and best estimates of geometric real rates of return for each major asset class are
summarized in the following table:

Long Term Expected

Asset Class Target Allocation Real Rate of Return

All Fixed Income 39.0% 4.5000%

All Domestic Equities 30.0% 7.5000%

All International Equities 25.5% 7.5000%

Real Estate Investment Trusts 5.5% 7.5000%
100.0%

The following presents the net OPEB liability, with a discount rate 1-percentage-point lower (5.0 percent)
and 1-percentage-point higher (7.0 percent) than assumed in the valuation:

Discount Rate Valuation Discount Rate
1% Lower Discount Rate 1% Higher
Net OPEB Liability (Asset) S (3,079) $ (513,116) $ (935,116)
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Changes in the Total OPEB Liability

Total OPEB Plan Fiduciary Net OPEB
Liability Net Position Liability {Asset)

Opening Balance 6/30/19 S 4,224,485 S 4,645,246 S (420,761)
Service Cost/Expected Employer/Employee Contributions 164,135 - 164,135
Intereston Total OPEB Liability 252,055 - 252,055
Expected Investment Income - 270,557 (270,557)
Administrative Expense - (21,924) 21,924
Employee Contributions - -
Employee Contributions to Trust
Employer Contributions as Benefited Payments - -
Benefit Payments from Trust {250,000} {250,000)
Expected Minus Actual Benefit Payments 38,741 - 38,741

Roll Forward Balance at 6/30/20 based on 6/30/20valuation & 4,429,416 S 4,643,879 S (214,463)
Differences between Expected and Actual Experience (552,291} - (552,291)
Change in Assumptions 166,944 - 166,944
Change in BenefitTerms - - -
Investment Gains/Losses - (86,694) 86,694
Other - - -

Net Change during 2019-20 {385,347) (86,694) {298,653)
Balance at6/30/21 based on 6/30/20valuation S 4,044,069 S 4,557,185 S (513,116)

As of June 30, 2020, the most recent actuarial valuation date and also the measurement date, University
Center’s total OPEB liability of $4,044,069. University Center has set aside funds to cover retiree health
liabilities in VEBA, a GASB 75 qualifying trust. The Fiduciary Net Position of this trust at June 30, 2020 was
$4,557,185, resulting in a Net OPEB Asset of $513,116. The OPEB expense for the year ended June 30,
2021 s $112,337.

Note (8) Operating Leases

University Center had a dining service agreement with the Trustees of the California State University to
provide dining service as an integral part of the operation of the residence halls and educational facilities
of Humboldt State University. The contract period was July 1, 2019 through June 30, 2022 however due
to the change in operations this agreement was terminated effective January 8, 2021. The agreement
required that the University Center pay for the use of the residence hall dining service facilities. The user
fee covered rent for the facility use, all administrative services provided by the Housing Department in
the marketing, licensing, management of licensing, cashiering, and the reception of visitor and calls
relating to the Dining Program and all maintenances/repairs services provided to the residence halls
dining service facilities. Amounts for rent and payroll are updated annually. For the year ended June 30,
2021, the user fee paid for square footage totals was $206,545 and for applicable payroll totals was
$166,467, totaling $373,012.

For the year ended June 30, 2021 the amount totaled $373,012, which was included in rent expense:

J olly Giant Commons (HSU) $ 234,189
College Creek Marketplace (HSU) 138,823
Total $ 373,012
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Note (9) Unrestricted Net Position

Unrestricted net position consists of the following board designated classifications as of June 30, 2021:

Working capital reserves S 99,863
Current operating reserves (economic uncertainty) 149,795
Planned future operations 6,205,060

Total unrestricted net position S 6,454,718

Note (10) Related Party Transactions

University Center and HSU provide various services on each other’s behalf including lease agreements that
are described in Note 8. Such services are appropriately billed. At June 30, 2021, receivables due from HSU
are $439,105. No amounts are due to HSU at June 30, 2021. Amounts paid by the University Center to HSU
for the year ended June 30, 2021 totaled $1,253,768 for other than salaries of HSU personnel and
$245,539 for salaries of HSU personnel. Amounts received by University Center from HSU for the year
ended June 30, 2021 totaled $2,367,311, mostly the remittance of meal plan monies. University Center
contributed $1,160,731 to HSU in the year ended June 30, 2021. This amount was comprised of $26,231
of dining goods and services, $103,000 to support CenterArts programming, $109,000 to support Center
Activities programming, $750,000 for roof replacement of the University Center building and $172,500 for
University Center service elevator rebuild.

In May 2021 University Center invested $7,000,000 which is commingled with HSUF’s pooled investment
account held with Wells Fargo. The investment is managed by HSUF and administered in accordance with
the California Uniform Prudent Management of Institutional Funds Act (UPMIFA). HSUF charges an annual
investment service fee of 1.5%. The amount of investment fee paid by the University Center to HSUF for
the year ended June 30, 2021 totaled $26,487.

University transferred capital assets with a net book value of $439,105 to HSU as part of the new operating
agreement between the CSU and University Center for the period of May 1, 2021 through June 30, 2026.
For the duration of the agreement HSU will provide business services to University Center. University
Center will reimburse HSU for the services provided by crediting the amount due from HSU for the transfer
of the capital assets. The amount due from HSU at June 30, 2021 totaled $439,105.

Note (11) Follett Operating Agreement

OnlJune 16, 2011, University Center entered into an initial agreement with Follett Higher Education Group,
Inc. (FOLLETT) for FOLLETT to provide exclusive contracted bookstore management services for the period
of July 1, 2011 through June 30, 2018. The agreement was extended for one additional year for the period
July 1, 2018 through June 30, 2019 and then renewed for an additional two years, June 30, 2019 through
June 30, 2021. However, due to the change in operations this agreement was terminated effective January
8, 2021.

Note (12) COVID-19

In January 2020, an outbreak of a novel coronavirus (COVID-19) occurred in the United States, along with
various other countries globally. On March 11, 2020, the World Health Organization assessed the COVID-
19 outbreak and characterized it as a pandemic. Although this was expected to be temporary, given the
dynamic nature of these circumstances, the duration and intensity of the impact of COVID-19 and resulting
impact to the market value changes, losses, and related financial impacts cannot be reasonably estimated
at this time. Management is not currently able to reasonably estimate the potential financial impacts, and
the financial statements have not been adjusted related to this matter.
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HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS
Schedule of University Center’s Proportionate Share of the Net Pension Liability

California Public Employees Retirement Plan
Year ended June 30, 2021

I t date June 20,
2020 2019 2018 2017 2018 2015 2014 2013

University Center's proportion of the net pension liability {asset) 0.02064% 0.01839% 0.01507% 0.01604% 0.01502% 0.04833% 0.05138% not available
University Center's proportionate share of the net pension liability (asset] $§ 2,24551%8 $§ 1,884,318 5§ 145,400 51,5107 51,300,060 53,317,223 53,196,822 54,111,907
University Center's covered payroll S 192186 5 189795 5 1864678 51841448 51733380 51656173 51491835 51481211
University Center's proportionate share of the net pension liability (asset) asa

percentage of its covered payroll 116.84% 99,28% 77.89% 86.40% T5.00% 200.29% 214.29% 277.60%
Plan fiduciary net position as a percentage of the total pension liability £9.10% a0.56% 92.35% 91.30% 92.25% 78300 79,86 72.55%

Note: Accounting standards require presentation of 10years of information. However, the information in this schedule is not required to be presented retroactively. Years will be added to this

schedule as future data becomes available.
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HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS
Schedule of University Center’s Contributions
California Public Employees Retirement Plan

Year ended June 30, 2021

Year ended June 30,
2021 2020 2019 2018 2017 2016 2015

Actuarially Determined Contribution § 185,780 §  3mp,984 5 224,728 § 184,909 § 432,005 § 381,830 § 265,777
Contributions in relation to the actuarially determined contribution (186,780) (380,984 (224,728) (184,909 (432,005) (381,830) (265,777)

Contribution deficiency (excess) - - - - - - -
University Center's covered payroll s 783,124 $ 1,921 866 £ 1,897 965 $ 1,864,678 $ 1841447 $ 1,733,280 § 1,856,172

Contributions as a percentage of covered payroll 23.85% 19.82% 11.84% 9.92% 23.46% 22.03% 13.89%

Note: Accounting standards require presentation of 10 years of information. However, the information in this schedule is not required to be presented retroactively. Years will be added to
this schedule as future data becomes available. Prior years data updated to meet current year reporting changes.
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HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS
Schedule of Changes in Net OPEB Liability and Related Ratios
California Public Employees Retirement Plan
Year ended June 30, 2021

Measurement date lune 30,

2020 2019 2Mm= 2017
Total OPER liakility:
Service cost & 184135 & 177612 §& 103,607 & 168232
Interest on total OPERIiability 252,055 263,869 153,969 251,365
Changes of benefit terms - - - -
Change of assumptions 166,944 - - -
Differances between expectad and actual experiences {552,291) {409,2493) {111,306) -
Actual benefit payments from trust {250,000) - - -
Expected beneafit payments - (233,236) (135,264 (223,951)
Expected minus actual benefit payments 38,741 - - -
Netchange in total OPEBliability (120,416) (201,148) 10,406 195,646
Total OPEB liability - beginning 4,224,485 4,425,633 4,415,227 4,219,581
Total OPEB liability - ending § 4044069 & 4224485 & 4425633 & 4,415,227
Plan fiduciary net position:
Employer contributions - 233,236 135,864 223,951
Expected investmentincoms 270,557 266,311 153,742 557,197
Actual benefit payments from trust (250,000) - -
Expected beneafit payments - (233,236) (135,264 (223,951)
Investmentgains/losses (86,694 (47,554) (77,741) -
Administrative expense (21,924 (23,978) {18,200) {20,500)
Netchange in plan fiduciary netposition (88,061) 194,739 57,707 526,607
Plan fiduciary net position - beginning 4,645,246 4,450,507 4,392,800 3,866,102
Plan fiduciary net position - ending S 4,557,185 S 4,645,246 S 4,450,507 S 4,392,200
University Center'snet OPEBIiability {asset) - ending S (513,116) S (420,761) & {24,874) & 22,427
Plan fiduciary net position as a percentage of the
total OFER liability 112.69% 109.96% 100.56% 99.49%
Covered payroll $ 1,921,856  § 1,897,965 & 1,864,678 & 1,780,602
University Center'snet OPEBIiability (asset) as apercentage of the
covered payroll -26.70% -22.17% -1.33% 1.26%

Note: Accounting standards require presentation of 10 years of information. Howewver, the information in this schedule isnotrequired
tobe presented retroactively. Yearswill be added to this schedule as future data becomes available.
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Humholdt State University Center Board of Directors
Schedule of Het Fosition
June 30, 2021
{for inclusion in the Califorria State University)

Assets:

Current assets:
Cashand cash ecpmealents
Short-tern irrestients
Areomis recefvable, net
Capital lease recenable, ourrent portion
Hotes recefvable, murent portion
Pledes recetvable, net
Prepaid expenses and other current assets

Total current asses

Nomcurrent asseis:
Restrcted cash and cash ecutvaknts
Bccounts recervable, net
Capital leas: recefvable, ret of current portion
Hotes recervable, ret of current portion
Student loars recetvahle, net
Fledges recefvable, net
Endowtnent irvestraents
Other Inng-terrn imvestraents
Capital assets, net
Other assets

Total noncurmrent wsels
Totalassets

Deferred ouiflows of resources:
Unarvortized lnss on debit refunding
et pension lisbility
Het OPEB Lishility
Others

Total deferred outflows of resources

Lighilities:

Current Liahilities:
Beeomts payable
Acered sabries ard benefits
Beemed corepensated dheences, currert portiom
Unearned revenues
Capital lease obligations, current portion
Long-term cebt ohligatiors, curent portion
Claire lishility forlosses and loss adjustrment expensss, curent portion
Depoeitory accorts
Other liabilities

Total curreni liahilities

Noncurrent liabilities:

Acered corpensated sbeences, net of current portion
Unearned revenuss
Grants refimdable
Capital lease obligations, net of current portion
Long-term cebt ohligatiors, net of current portion
Claires lishility forlosses and loss adjustrment expenses, net of curent portion
Depoeitory accorts
Het other posteraplogmaent henefits lihility
Het pension liability
Other lighilities

Total noncurrent liahilities

Total lishilities

Deferred inflows ofresources:

Service concessionarrangements
Met pension lisbilty
Het OPEB lishility
Unarrortized gain on debt refunding
Honexchange transactions
Others

Total deferred inflows of resources

Net position:
Met irvestment in capital assets
Bestricted for:
Honexpendeble - endowrents
Expendable:
Seholarships and fellowships
Fesearch
Loans
Crapital projects
Dbt service
Orthers

Urzestricted

Total netpositon
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96,755
466,44
550,704

20,293

[

1,134,104

7063,102

313116

7576,218

8,710,412

141,072
483,248

1524915

2245518

2245518
2204317

06,615
719,671

6454718
6,454,718




Humboldt § tate University Center Board of Directors

Schedule of Revenues, Expenses, and Changes in Net Position

Year ended June 30, 2021
(for inclusion in the California State University )

Revenues:
Operating revenues:
Student tuition and fees, gross
Scholarship allowances (enter as negative)
Grants and contracts, noncapital:
Federal
State
Local
Nongorernrmnental
Sales and services of educational activities
Sales and services of audliary enterprises, gross
Scholarship allowances (enter as negative)

Other operating revenues

Total operating revenues

Expenses:
Operating expenses:
Instruction
Research
Public service
A cademnic support
Student services
Institutional support
Operation and maintenance of plant
Student grants and scholarship s
Auxliary enterprise expenses

D epreciation and amortization
Total operating expenses
Operating income (loss)

N p atil’lgl I’n.r

State appropriations, noncapital

Federal financial aid grants, noncapital

State financial aid grants, noncapital

Local financial aid grants, noncap ital

Mongovernmental and other financial aid grants, noncapital
Other federal nonop erating grants, noncapital

Gifts, noncapital

Investment incame (loss), net

Endowment income (loss), net

Interest espense

Other nonoperating revenues (esp enses) - excl. interagency transfers
Net nonoperating revenues (expenses)

Ihcome {loss) hefore other revenues (expenses)

State appropriations, capital
Grants and gifts, capital

Additions (redudions) to permanent endowment s
Ihcrease {decrease) in net position

Netposition:
IMet position & beginning of year, as previously rep orted

Restatements
Net position at beginning of year, as restated

Net position at end of year

29

1,998,677

406,158

2404835

5980785
14,612

6195307

3,700,562)

115374

115374

(3,675,188)

(3.675,188)

10,129.906

10,129906

6,454,718



1

21

HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS
Other Information
June 30, 2021
(for inclusion in the California State University)

Cash and cash equivalents:

Portion of restricted cash and cash equivalents related to endowments
All other restricted cash and cash equivalents

Noncurrent restricted cash and cash equivalents

Current cash and cash equivalents

Total

96,755

Composition of investments:

Investment Type Current

Noncurrent Fair Value

Money market funds
Repurchase agreements
Certificates of deposit
U.S. agency securities
U.S. treasury securities
Municipal bonds
Corporate bonds
Asset backed securities
Mortgage backed securities
Commercial paper
Mutual funds
Exchange traded funds
Equity securities
Alterative investments:
Private equity (including limited partnerships)
Hedge funds
Managed futures
Real estate investments (including REITs)
Commodities
Derivatives
Other alternative investment
Other external investment pools
CSU Consolidated Investment Pool (formerly SWIFT)
State of California Local Agency Investment Fund (LAIF)
State of California Surplus Money Investment Fund (SMIF)
Other investments:
Investment

466,442

466,442

7,063,102 7,063,102

Total Other investments -

7,063,102 7,063,102

Total investments 466,442

7,063,102 7,529,544

Less endowment investments (enter as negative number)

Total investments, net of endowments $ 466,442

7,063,102 7,529,544

Fair value hierarchy in investments:

Investment Type Fair Value

Quoted Prices in Active
Markets for Identical
Assets (Lewel 1)

Significant Other
Observable Inputs (Level 2)

Significant Unobservable
Inputs (Lewel 3)

Net Asset Value (NAV)

Money market funds
Repurchase agreements -
Certificates of deposit -
U.S. agency securities -
U.S. treasury securities -
Municipal bonds -
Corporate bonds -
Asset backed securities -
Mortgage backed securities -
Commercial paper -
Mutual funds -
Exchange traded funds -
Equity securities -
Altemative investments:
Private equity (including limited partnerships) -
Hedge funds -
Managed futures -
Real estate investments (including REITs) -
Commodities -
Derivatives -
Other alternative investment -
Other external investment pools -
CSU Consolidated Investment Pool (formerly SWIFT) -
State of California Local Agency Investment Fund (LAIF) 466,442
State of California Surplus Money Investment Fund (SMIF) -
Other investments:
Investment 7,063,102

466,442

7,063,102

Total Other investments $ 7,063,102

7,063,102

Total investments 7,529,544

7,529,544
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HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS
Other Information
June 30, 2021
(for inclusion in the California State University)
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3.2 Detail of depreciation and amortization expense:

Depreciation and amortization expense related to capital assets

Amortization expense related to other assets
Total depreciation and amor tization

~

Long-term liabilities:

1. Accrued compensated absences

2. Claims liability for losses and loss adjustment expenses

3. Capital lease obligations:

Gross balance

Unamortized net premiunv(discount)
Total capital lease obligations

4. Long-term debt obligations:

4.1 Auxiliary revenue bonds (non-SRB related)
4.2 Commercial paper

4.3 Notes payable (SRB related)

4.4 Others:

Total others
Sub-total long-term debt

4.5 Unamortized net bond premiunv(discount)
Total long-term debt obligations

Total long-term liabilities

5 Capital lease obligations schedule:

Year ending June 30:

2027 - 2031
2032 - 2036
2037 - 2041
2042 - 2046
2047 - 2051
Thereafter
Total minimum lease payments

Less: amounts representing interest

Present value of future minimum lease payments
Unamortized net premiunv(discount)
Total capital lease obligations
Less: current portion
Capital lease obligations, net of current portion

HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS
Other Information

June 30, 2021

(for inclusion in the California State University)

214,612

214,612

Prior Period

Balance . e Balance . " Balance " N

June 30, 2020 AdJustrnents/RSeclasslflcatlon June 30, 2020 (Restated) Additions Reductions June 30,2021 Current Portion Noncurrent Portion
109,411 109,411 (109,411) $ $ -
- - $ - -
N R N R Y R R
109,411 - 109,411 - (109.411) $ s s .
Capital lease obligations related to SRB | All other capital lease obligations Total capital lease obligations

Principal Only Interest Only Principal and Interest Principal Only

Interest Onl Principal and Interest

ARR R ER B |

Principal Only

Interest Only Principal and Interest
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HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS

Other Information
June 30, 2021

(for inclusion in the California State University)
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HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS
Other Information
June 30, 2021
(for inclusion in the California State University)
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HUMBOLDT STATE UNIVERSITY CENTER BOARD OF DIRECTORS
Note to Supplementary Information
Year ended June 30, 2021

NOTE 1 — SUPPLEMENTARY INFORMATION

As an auxiliary organization of the California State University (CSU), Humboldt State University Center Board of
Directors (University Center) is required to include audited supplementary information in its financial statements
in the form and content specified by CSU. As a result, there are differences in reporting format between
University Center’s financial statements and the supplementary schedules for CSU.
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@ MOSSADAMS

Report of Independent Auditors 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 Center Board of Directors

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
business-type activities of Humboldt State University Center Board of Directors (the “University
Center”), a component unit of Humboldt State University as of and for the year ended June 30, 2021,
and the related notes to the financial statements, which collectively comprise the University Center’s
basic financial statements, and have issued our report thereon dated October 1, 2021.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the University
Center’s internal control over financial reporting (internal control) as a basis for designing audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
University Center’s internal control. Accordingly, we do not express an opinion on the effectiveness of
the University Center’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity's financial statements will not be prevented, or detected and
corrected, on a timely basis. 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 with governance.

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

As part of obtaining reasonable assurance about whether the University Center’s financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the financial statements. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

Purpose of this Report

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

“Moan Qdoma.LLP

Medford, Oregon
October 1, 2021
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