



































Aztec Shops, Ltd.
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the Years Ended June 30, 2019 and 2018

Retirement and Postretirement Benefits

The Organization has two defined benefit pension plans. The first plan (the “Hourly Plan”) is sponsored by
the Organization and covers all full-time hourly employees who meet the eligibility requirements. To be
eligible, an employee must be at least 21 years of age, have completed at least one year of continuous
service and not have attained the age of 60 at the date of employment. The Hourly Plan provides benefits
earned before July 1, 2004, based on the employee’s highest three consecutive years of compensation
prior to normal retirement date, which is subject to certain reductions if the employee retires before reaching
age 65. Defined benefits earned subsequent to July 1, 2004 are based on a fixed amount. The
Organization’s funding policy is to make the minimum annual contribution that is required by applicable
regulations, plus such amounts as the Organization may determine to be appropriate from time to time.
Plan assets are generally invested in money market, bond and equity funds.

For the second plan, the Organization is a member of CalPERS, a multiemployer pension system that
provides a contributory defined benefit pension and postretirement benefit program for its salaried
employees. CalPERS functions as an investment and administrative agent for participating entities within
the State of California.

The CalPERS plan provides retirement, survivor, and death and disability benefits based upon employees’
years of service, age and final compensation, and also provides contributions toward medical insurance.
Vesting occurs after five years of credited service. Employees who retire at or after age 50 with five or
more years of service are entitled to a retirement benefit, payable monthly for the remainder of their lives,
and may elect to continue payment of participant premiums for medical benefit coverage. Several survivor
benefit options are available that reduce a retiree’s unmodified benefit.

CalPERS issued a publicly available comprehensive annual financial report that included financial
statements and required supplementary information. Copies of the CalPERS annual financial report may
be obtained from the California Public Employees’ Retirement System website at www.calpers.ca.gov.

While actuarial information is not available for the CalPERS defined benefit pension plan, the Organization’s
pension plan information is included in the University's financial report on an aggregate basis. The
University’s financial report can be obtained from CSU.

The Organization also provides certain postretirement health care benefits for all retired employees that
meet eligibility requirements through contracts with CalPERS. The Organization’s share of the estimated
health care costs that will be paid after retirement is generally being accrued by changes to expense over
the employees’ active service periods to the dates they are fully eligible for benefits.

The Organization obtains actuarial valuation of the accumulated postretirement benefit obligations for its
postretirement health care benefit plan and the Hourly Plan on a periodic basis (see Note 9).

Revenue Recognition

The Organization follows ASC Topic 605, Revenue Recognition, and recognizes revenue from the rental
of books or sale of food, books, supplies and other merchandise at the time the merchandise is rented or
sold.

The Organization recognizes revenue related to meal plans during the semester as the meals are provided
or as meal cards issued under the plan expire in accordance with their associated meal plan. Accordingly,
the fees for meal cards received in advance of the meals provided may be included in deferred revenue
based upon the associated plan.
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The Organization recognizes revenue related to conference services as the conferences are delivered.
Accordingly, the fees for conferences collected in advance of the conferences being delivered are included
in deferred revenue.

Rental income from the Organization’s residential and commercial rental properties are recognized on a
monthly straight-line basis over the terms of the tenant lease agreements (see Note 10). Accordingly, the
rents collected in advance of the terms of the lease are included in deferred revenue.

Sales Tax

The Organization records sales tax on a net basis (excluded from revenues) in the statements of financial
position.

Income Taxes

The Organization follows the provisions of ASC 740, Accounting for Uncertainty in Income Taxes. The
Organization files a Form 990 (Return of Organization Exempt from Income Tax) annually. When these
returns are filed, it is highly certain that some positions taken would be sustained upon examination by the
taxing authorities, while others are subject to uncertainty about the merits of the tax position taken or the
amount of the position that would ultimately be sustained. Examples of tax positions common to the
Organization include such matters as the tax-exempt status of each entity and various positions relative to
potential sources of unrelated business taxable income and the associated unrelated business income tax
(UBIT). UBIT is reported on Form 990-T, as appropriate. The benefit of a tax position is recognized in the
financial statements in the period during which, based on all available evidence, management believes it is
more likely than not that the position will be sustained upon examination, including the resolutions of
appeals or litigation processes, if any.

Tax positions are not offset or aggregated with other positions. Tax positions that meet the more-likely-
than-not recognition threshold are measured as the largest amount of tax benefit that is more than 50
percent likely to be realized on settlement with the applicable taxing authority. The portion of the benefits
associated with tax positions taken that exceeds the amount measured as described above is reflected as
a liability for unrecognized tax benefits in the accompanying statements of financial position, along with any
associated interest and penalties that would be payable to the taxing authorities upon examination. Upon
adoption and through June 30, 2019 the Organization has addressed uncertainty in its income tax position,
and there are no unrecognized/derecognized tax benefits requiring an accrual.

All tax-exempt entities are subject to review and audit by federal, state, and other applicable agencies.
Such agencies may review the taxability of unrelated business income, or the qualifications of the
organization as a tax-exempt under Internal Revenue Code Section 501(c) (3) and applicable state statutes.

Tax-Exempt Status

The Organization is exempt from federal and state income taxes. In order to maintain that status, the
Organization is precluded from making certain expenditures, principally in support of political parties.
Management believes that no such expenditures have been made for the years ended June 30, 2019 and
2018.

Unrelated Business Income Tax
The Tax Reform Act of 1969 imposes a corporation income tax on the UBIT of an otherwise tax-exempt
organization. The provision, if necessary, for applicable federal and state income taxes is made in

accordance with these statutes. The Organization recorded $13,000 of UBIT tax expense for the year
ended June 30, 2019 and $0 for the year ended June 30, 2018.
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Use of Estimates

The preparation of financial statements in accordance with accounting principles generally accepted in the
United States of America (U.S. GAAP) requires management to make estimates and assumptions that
affect the reported 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. These estimates include assessing the ability to collect accounts receivable, recoverability
of inventories, the lives and methods for recording depreciation and amortization on property and
equipment, and assumptions used to calculate accrued employee benefits and accrued pension costs.
Estimates also affect the reported amounts of revenues, gains and other income and expenses during the
reporting period. As a result of such factors, actual results could differ from the estimates used by
management.

Subsequent Events

The Organization has evaluated subsequent events through September 10, 2019, the date the financial
statements were available to be issued.

Recent Accounting Pronouncements

On May 28, 2014, the FASB issued Accounting Standards Update 2014-09, Revenue from Contracts with
Customers, which impacts the way in which some entities recognized revenue for certain types of
transactions. The new standard will become effective for annual reporting periods beginning after
December 15, 2018 for private companies. The Organization is currently assessing the potential impact of
this accounting standard and the effect the standard might have on its revenue recognition policy upon
adoption.

In February 2016, the FASB issued Accounting Standard Update 2016-02, Leases (“ASU 2016-02”), which
amends the guidance for the accounting and disclosure of leases. This new standard requires that lessees
recognize the assets and liabilities that arise from leases on the balance sheet and disclose qualitative and
quantitative information about their leasing arrangements. The new standard is effective for fiscal years
beginning after December 15, 2019. The Organization is currently evaluating the impact that this new
standard will have on our financial statements.

In August 2016, the FASB issued Accounting Standards Update 2016-14, Presentation of Financial
Statements of Not-for-Profit Entities - Topic 958 (“ASU 2016-14"). The guidance is intended to simplify and
improve how a not-for-profit organization (NFP) classifies its net assets, as well as the information it
presents in the financial statements about its liquidity, financial performance and cash flows. The main
provisions of this update require an NFP to do the following:

* Present net assets in two classes instead of three — net assets with donor restrictions and net
assets without donor restrictions.

« Continue to present the statement of cash flows using either direct or indirect methods but no
longer require the presentation of the indirect method (reconciliation) if using the direct method.

*  Provide enhanced disclosure about:
o Amounts and purposes of governing board designations;

o Composition of net assets with donor restrictions and how the restrictions affect
the use of resources;

0 Qualitative information about how NFP manages its liquid resources;

15



Aztec Shops, Ltd.
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the Years Ended June 30, 2019 and 2018

o Qualitative information about the availability of financial assets;

0 Expenses in both their natural and functional classes;

o Description of cost allocation methods; and

o Information about underwater endowments disclosing the NFP’s policy, aggregate
fair value of the funds, aggregate value of the original gift amount and aggregate

amount by which the funds are underwater

» Report investment return net of external and direct internal investment expenses without
disclosure of the netted expenses.

« Use of the “placed-in-service” approach for reporting restriction releases for gifts used to
acquire or construct long-lived assets.

The new guidance is effective for annual reporting periods beginning after December 15, 2017. The
Organization has evaluated the impact of this standard and has implemented the changes, resulting in no
changes in the previously reported amounts.

NOTE 2 — SHORT-TERM INVESTMENTS AND FAIR VALUE MEASUREMENTS

Approximate fair value of short-term investments consisted of the following at June 30:

2019 2018
Investments short-term:
Money Market $ 3,587,000 $ 3,352,000
Certificate of Deposit - 200,000
3,587,000 3,552,000
Local Agency Investment Fund (LAIF) 2,434,000 2,602,000

$ 6,021,000 $ 6,154,000

Investment income, including income from certificates of deposit, consisted of approximately $213,000 and
$88,000, respectively, for the years ended June 30, 2019 and 2018.

Fair Value Measurements

LAIF is an investment pool managed by the California State Treasurer (“the State”). LAIF’s investments
are short term and follow the investment requirements of the State. LAIF is allowed by the state statues,
bond resolutions and investment policy resolutions to invest in United States government securities, federal
agency securities, negotiable certificates of deposit, bankers’ acceptances, commercial paper, corporate
bonds, bank notes, other debt securities, repurchase agreements, reverse repurchase agreements and
other investments.

Investments are presented in the financial statements at fair value in accordance with U.S. GAAP. The fair
value of securities in the State’s pooled investment program generally is based on quoted market prices.
The State’s Office performs a quarterly fair market valuation of the pooled investment program portfolio. In
addition, the State’s office performs a monthly fair market valuation of all securities held against carrying
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cost. As of June 30, 2019 and 2018, the weighted—average maturity of the securities in the pooled
investment program administered by the State’s Office was approximately 173 days and 193 days,
respectively. Weighted-average maturity is the average number of days, given a dollar-weighted value of
individual investments, that the securities in the portfolio have remaining from evaluation date to stated
maturity. The default credit risk of LAIF is considered minimal.

The Pooled Money Investment Board (“the Board”) provides oversight of the State’s pooled investment
program. The purpose of the Board is to design an effective cash management and investment program,
using all monies flowing through the State’s Office bank accounts and keeping all available funds invested
in a manner consistent with the goals of safety, liquidity and yield. The Board is composed of the State
Treasurer as chair, the State Controller and Director of Finance. The Board designates the amounts of
money available for investment. The State is charged with making the actual investment transactions for
this program. This investment program is not registered with the Securities and Exchange Commission as
an investment company.

ASC Topic 820, Fair Value Measurement, establishes a three-tier fair value hierarchy that prioritizes the
inputs used in measuring fair value as follows:

Level 1 — Observable inputs such as quoted market prices in active markets.

Level 2 — Inputs, other than the quoted prices in active markets, that are observable either directly or
indirectly.

Level 3 — Unobservable inputs in which there is little or no market data, which require the reporting entity
to develop its own assumptions.

As of June 30, 2019 and 2018, the Organization’s investments in money market accounts and certificate of
deposits of approximately $3,587,000 and $3,552,000, respectively, are categorized as Level 2
investments. Those money market accounts and certificates of deposits are valued by the custodians of
the securities using pricing models based on credit quality, time to maturity, stated interest rates and market-
rate assumptions.

2019 2018
Beginning balance $ 3,552,000 $ 2,187,000
Total realized and unrealized gains,
net, included in change in net assets 129,000 51,000
Net additions and purchases (under) sales
and maturities (94,000) 1,314,000
Ending balance $ 3,587,000 $ 3,552,000

Level 3 classifications currently include pooled funds that include multiple investments in which the
Organization does not have individual ownership of the specific assets and the Organization has an interest
in the pooled investment. For these pooled investments, there is no daily pricing on an active exchange
but where a substantial portion of a fund’s fair value could be determined based on quoted market prices
of underlying investments held by the fund and the estimated fair values of certain investments of the
underlying investment pool, which may include private placements and other securities for which prices are
not readily available, and are determined by the State or sponsor of the respective other investment pool
and may not reflect amounts that could be realized upon immediate sale, nor amounts that ultimately may
be realized.
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As of June 30, 2019 and 2018, the Organization’s investments in LAIF of approximately $2,434,000 and

$2,602,000, respectively, are categorized as Level 3 investments. During the years ended June 30, 2019
and 2018, there were no transfers among the classification levels.

The following table reflects a reconciliation of approximate beginning and ending balances for the
Organization’s total investments in LAIF at June 30:

2019 2018
Beginning balance $ 2,602,000 $ 582,000
Total realized and unrealized gains,
net, included in change in net assets 82,000 20,000
Net additions and purchases (under) sales
and maturities (250,000) 2,000,000
Ending balance $ 2,434,000 $ 2,602,000
NOTE 3 — INVENTORIES
Inventories were approximated as follows at June 30:
2019 2018
Bookstore $ 2,482,000 $ 2,789,000
Dining services 696,000 723,000
Supplies and other 43,000 47,000

$ 3,221,000 $ 3,559,000

NOTE 4 - PROPERTY AND EQUIPMENT

Property and equipment were approximated as follows at June 30:

2019 2018

Land $ 27,942,000 $ 27,900,000
Buildings 76,671,000 76,354,000
Equipment and furniture 17,912,000 16,999,000
Leasehold improvements 8,623,000 8,414,000
Construction in progress 2,341,000 823,000

133,489,000 130,490,000
Less accumulated depreciation (45,997,000) (42,727,000)

$ 87,492,000 $ 87,763,000

For the years ended June 30, 2019 and 2018, the Organization recorded depreciation expense of
approximately $4,547,000 and $4,336,000, respectively.
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NOTE 5 — ACCRUED LIABILITIES

Accrued liabilities were approximated as follows at June 30:

2019 2018
Accrued compensation absences $ 529,000 $ 937,000
Accrued interest 604,000 629,000
Salaries and benefits payable 800,000 769,000
University Trademark payable 409,000 334,000
University lease payable 379,000 123,000
Customer/student deposits 490,000 448,000
Accrued employee benefit costs (Note 9) 370,000 360,000
Security deposits 313,000 391,000
Deferred rent 25,000 25,000
Other 2,237,000 2,296,000

$ 6,156,000 $ 6,312,000

NOTE 6 — RELATED-PARTY TRANSACTIONS AND ASSETS HELD ON BEHALF OF AFFILIATES

The Organization receives funds from auxiliaries of the University, or from the University, primarily for sales
of bookstore merchandise, provision of dining services and reimbursement for monies collected by the
University for residence hall fees and meal plans. In addition, the Organization disburses funds for rents
and monies collected for parking fees on behalf of the University, and may make other allocations or
reimbursements to auxiliaries of the University or to the University.

For the years ended June 30, 2019 and 2018, the Organization recorded cash receipts for services
rendered and reimbursements from the University and its auxiliaries in the amount of approximately
$40,710,000 and $35,696,000, respectively, which are included in revenue and include approximately
$38,653,000 and $32,924,000, respectively, of funds collected by the University on behalf of the
Organization for dining and residence hall services.

For the years ended June 30, 2019 and 2018, the Organization received advertising services from the
University in exchange for providing meal cards and books to student athletes in the amount of
approximately $308,000 and $335,000, respectively, which is included in their respective expense
classifications.

For the years ended June 30, 2019 and 2018, the Organization recorded cash disbursements for services,
including facility rents and reimbursements, to auxiliaries in the amount of approximately $9,081,000 and
$7,675,000, respectively, which are included in expenses.

Related-party receivables and payables represent noninterest-bearing amounts owed to or payable by the
Organization to or from the University and other affiliates. Related-party receivables and payables are
included in accounts receivable and accounts payable (or accrued liabilities), respectively. As of June 30,
2019 and 2018, receivables due from the University and/or its auxiliaries were approximately $931,000 and
$630,000, respectively. As of June 30, 2019 and 2018, accounts payable and accrued liabilities were
approximately $423,000 and $367,000, respectively, and $1,652,000 and $1,459,000, respectively, for
amounts owed to the University and/or its auxiliaries.
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The Organization entered into a management and space guarantee agreement with the University in which
the University continued to collect the funds for rents owed by the residents of University Towers, Piedra
Del Sol, Granada Apartments, and certain units at Albert’s Apartments; however, both parties agreed upon
a fixed fee of $10,052,000 and $6,766,000 for the years ended June 30, 2019 and 2018, respectively, that
took into consideration the services performed by the University instead of withholding an amount from the
total funds collected. Also see Note 10.

The Organization entered into a management and lease agreement with the University to oversee the
commercial and parking space at South Campus Plaza. Also see Note 10.

No additional amounts were held on behalf of affiliates as of June 30, 2019 or 2018.

NOTE 7 — RELATED-PARTY NOTES

Related-party long-term debt

Approximate related-party long-term debt consisted of the following at June 30:

2019 2018
55t Street apartment loan, inclusive of issuance cost and bond premium @ $ 20,933,000 $ 21,553,000
University Towers loan, inclusive of issuance cost and bond premium () 14,149,000 14,951,000
University Towers Renovation loan, inclusive of issuance cost and bond
premium (© 9,013,000 9,227,000
Fraternity Row apartment loan, inclusive of bond premium () 6,012,000 6,432,000
Piedra Del Sol apartment loan, inclusive of bond premium (© 3,981,000 4,265,000
College West apartment acquisition loan, inclusive of issuance cost
and bond premium @ 3,136,000 3,212,000
Sanctuary Suites acquisition loan (©) 4,482,000 4,718,000
Hardy Avenue apartment loan 1,966,000 2,184,000
Aztec Shops Terrace capital lease payable 2,457,000 2,674,000
College Square acquisition loan @ 870,000 870,000
College Strip acquisition loan ® 600,000 600,000
67,599,000 70,686,000
Less current maturities (3,425,000) (3,087,000)
$ 64,174,000 $ 67,599,000
(@)  During the year ended June 30, 2010, the Organization acquired an unaffiliated apartment complex (55th

Street apartments) adjacent to the University campus. In November 2009, the Trustees of CSU issued
$25,330,000 of commercial paper to finance the purchase of the apartment complex until bond financing
was available. In April 2010, the Trustees of CSU issued System wide Revenue Bonds (SRB) Series
2010AB. The bond proceeds were used to redeem the commercial paper. Commercial paper issuance
cost of $297,940, commercial paper interest expense of $34,457 and interest income of $13,907 were
recorded during the year ended June 30, 2010. The Organization and the Trustees of CSU entered into a
loan agreement dated September 22, 2009 relating to the issuance of $25,155,000, which is a portion of
the Trustees of the CSU SRB Series 2010A for the 55th Street Apartments Acquisition Project. The loan
and the CSU SRB Series 2010AB bear interest at rates graduating from 2.0 percent to 6.4 percent, and are
due in semiannual principal and interest payments beginning in November 2010 through November 2039.
The bonds were purchased at a premium of $675,132 with an underwriter's discount of $158,056 and
issuance costs of $68,465. The premium, underwriter’'s discount and cost of issuance are being amortized
over the life of the loan using the effective interest method. The Series 2010B bonds are Build America
Bonds and are eligible for a federal subsidy payment equal to 35 percent of the interest due on the Series
2010B. For the year ended June 30, 2019 the Organization received subsidies of $388,000 and recorded
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a receivable of $64,000. For the year ended June 30, 2018, the Organization received subsidies of
$386,000 and recorded a receivable of $64,000.

During the year ended June 30, 2001, the Organization acquired an unaffiliated residence hall (University
Towers) on the University campus. The acquisition was funded through the issuance of student housing
revenue bonds in November 2000. The Organization and the Trustees of CSU entered into a loan
agreement dated March 1, 2010, relating to the issuance of $19,220,000 of debt, which is a portion of the
Trustees of the CSU SRB Series 2010A for the refunding of Aztec Shops, Ltd. Auxiliary Organization
Student Housing Revenue Bonds Series 2000. The payments for the loan agreement match the payment
schedule for the bonds that were purchased. The loan and CSU SRB Series 2010AB bear interest at rates
graduating from 2.0 percent to 5.0 percent, and are due in semiannual principal and interest payments
beginning in November 2010 through November 2031. The bonds were purchased at a premium of
$1,352,023, with an underwriter’s discount of $98,273 and a cost of issuance expense of $51,290. The
premium, underwriter’s discount and cost of issuance are being amortized over the life of the loan using the
effective interest method.

On December 5, 2012, the Trustees of CSU issued $10,316,000 in tax-exempt commercial paper to finance
the construction costs for the University Towers Renovation project. An additional $133,000 was issued
during the year ended June 30, 2014. The project proposed selective critical upgrades to the nine-story,
560-bed University Towers residence hall, built in 1966 at the corner of Montezuma Road and 55th Street.
The project includes a complete renovation of the 8,000 square-foot Food Service Facility, partial renovation
of the first floor west and east wings of the residential tower, upgrades to the residence hall lobby and
entryways, selective exterior upgrades and landscape improvements. The debt is subject to the federal
arbitrage rules, which require that the commercial paper proceeds be spent within two years of the issue
date. All spend-down requirements have been met as of June 30, 2015. Commercial paper issuance costs
of $304,151 are capitalized and included in deferred debt issuance costs. The commercial paper notes
were used as interim financing during the construction period until bond financing was available. In July
2014, the Trustees of CSU issued SRB Series 2014A and the proceeds were used to pay off the outstanding
commercial paper notes. Construction was completed in September 2013. The CSU SRB Series 2014A
bear interest at rates graduating from 3.0 percent to 5.0 percent, and are due in semiannual principal and
interest payments beginning in November 2014 through May 2044. The bonds were purchased at a
premium of $1,307,336, with an underwriter’s discount of $32,141, and a cost of issuance expense of
$16,196. The premium, underwriter’'s discount and cost of issuance are being amortized over the life of the
loan using the effective interest method.

In June 2013, the Organization acquired Fraternity Row apartments from the Research Foundation and
assumed the outstanding CSU SRB Series 2012A in the amount of $7,380,000. The CSU SRB 2012A bear
interest at rates graduating from 2.00 percent to 5.00 percent, and are due in semiannual principal and
interest payments beginning in November 2013 through November 2030. The Organization assumed an
unamortized bond premium in the amount of $1,039,681, which will be amortized over the life of the loan
using the effective interest method.

In June 2013, the Organization acquired Piedra Del Sol apartments from the Research Foundation and
assumed the outstanding CSU SRB Series 2010A in the amount of $5,185,000. The CSU SRB Series
2010A bear interest at rates graduating from 2.00 percent to 5.00 percent, and are due in semiannual
principal and interest payments beginning in November 2013 through November 2029. The Organization
assumed an unamortized bond premium in the amount of $363,099, which will be amortized over the life of
the loan using the effective interest method.

On November 14, 2013, the Trustees of CSU issued $3,574,000 in tax-exempt commercial paper to finance
the 2013 acquisition of College West apartments. An additional $18,353 was issued during the year ended
June 30, 2015. The debt is subject to federal arbitrage rules, which require that the commercial paper
proceeds be spent within two years of the issue date. All spend-down requirements have been met as of
June 30, 2015. Commercial paper issuance costs of $31,326 are capitalized and included in deferred debt
issuance costs as of June 30, 2015, no additional costs incurred during year ending June 30, 2016. The
commercial paper notes were used as interim financing until bond financing was available. In July 2014, the
Trustees of CSU issued SRB Series 2014A and the proceeds were used to pay off the outstanding
commercial paper notes. The CSU SRB Series 2014A bear interest at rates graduating from 3.00 percent
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to 5.00 percent, and are due in semiannual principal and interest payments beginning in November 2014
through May 2044. The bonds were purchased at a premium of $447,353, with an underwriter’'s discount
of $10,995, and a cost of issuance expense of $7,358. The premium, underwriter's discount and cost of
issuance are being amortized over the life of the loan using the effective interest method.

In January 2014, the Organization acquired Sanctuary Suite apartments from the Research Foundation and
entered into an unsecured note in the amount of $4,718,000. The note bears interest at 4.0 percent per
annum and is due in semiannual principal payments beginning in April 2019 through October 2028 and
semiannual interest payments beginning in April 2014 through October 2028.

In June 2013, the Organization acquired Hardy Avenue apartments from the Research Foundation and
entered into an unsecured note in the amount of $2,184,000. The note bears interest at 4.00 percent per
annum and is due in semiannual principal payments beginning in October 2018 through April 2028 and
semiannual interest payments beginning in October 2013 through April 2028.

In January 2015, the Organization entered into a 4,428 square foot building lease, which provides dining
services, with the Trustees of the CSU. The lease calls for annual payments in the amount of $319,548
beginning in January 2015 through January 2029. The gross carrying value of the building recorded as of
June 30, 2019 and 2018 is approximately $4,075,000. The related accumulated amortization recorded as
of June 30, 2019 and 2018 was approximately $965,000 and $751,000. Amortization of assets held under
capital building leases is included in depreciation expense.

In June 2015, the Organization acquired College Avenue Square commercial and classroom building from
the Research Foundation and entered into an unsecured note in the amount of $870,000. The note bears
interest at 4.00 percent per annum and is due in semiannual principal payments beginning in October 2020
through April 2030 and semiannual interest payments beginning in October 2015 through April 2030.

In June 2015, the Organization acquired College Avenue Strip commercial building from the Research
Foundation and entered into an unsecured note in the amount of $600,000. The note bears interest at 4.00
percent per annum and is due in semiannual principal payments beginning in October 2020 through April
2030 and semiannual interest payments beginning in October 2015 through April 2030.

The SRB master debt agreement with Trustees of CSU pledges all unrestricted revenues of the
Organization as collateral.

In connection with the 2010 Bonds, the Organization incurred issuance costs of approximately $375,000,
which are being amortized over the term using the effective interest method. As of June 30, 2019 and
2018, related unamortized debt issuance cost was approximately $172,000 and $201,000, respectively.

Approximate future maturities of related-party, long-term debt and amortization of debt issuance costs and
the bond premium are as follows:

Year ending June 30,

2020 $ 3,425,000
2021 3,669,000
2022 3,774,000
2023 3,899,000
2024 4,013,000
Thereafter 48,819,000

$ 67,599,000
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Approximate future maturities of the related party capital lease at June 30, 2019 are as follows:

Principal and
Years ending June 30, Principal Interest Interest
2020 $ 226,000 $ 89,000 $ 315,000
2021 235,000 81,000 316,000
2022 243,000 71,000 314,000
2023 253,000 62,000 315,000
2024 262,000 52,000 314,000
Thereafter 1,238,000 104,000 1,342,000
Total minimum lease payments 2,916,000
Less amounts representing interest (459,000)
Present value of future minimum lease
payments 2,457,000
Less current portion (226,000)
Capital lease obligation, net of current
portion $ 2,231,000

NOTE 8 - LONG-TERM DEBT

Approximate long-term debt consisted of the following at June 30, net of discount:

2019 2018
Brawley Loan @ $ - 3 120,000
Capital leases 45,000 73,000
45,000 193,000
Less current maturities (24,000) (143,000)
$ 21,000 $ 50,000

(a) In fiscal year ended June 30, 2005, the Organization converted its construction loan related to
the completed building located at the Brawley site of the University to a term loan with a bank.
The principal amount of the note was $1,132,000 to be paid over a 15-year period ending in
September 2019; the loan was paid off in February 2019. The note bears interest of 5.00
percent per year for the first five years, and prime rate plus 1.00 percent reset at the beginning
of each five-year period thereafter. In September 2009, the interest rate was reset to 4.25
percent per year. The loan is collateralized by the classroom and administrative offices located
in the Brawley building, and contains certain prepayment penalties that will expire after the
beginning of the 14th anniversary of the loan conversion. In connection with the issuance of
the loan, the Organization incurred debt issuance costs of approximately $38,000, which are
being amortized over the term of the loan using the effective interest method. As of June 30,
2019 and 2018, the related unamortized debt issuance cost was approximately $0 and $5,000,
respectively.
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The Organization has equipment leases that qualify as capital leases. The lease obligations are secured
by the financed equipment, and amortization of assets held under capital leases is included in depreciation
expense. The gross carrying value of financed equipment recorded as of June 30, 2019 and 2018 is

approximately $181,000. The related accumulated depreciation recorded as of June 30, 2019 and 2018
was approximately $158,000 and $135,000, respectively.

Approximate future maturities of capital leases at June 30, 2019 are as follows:

Principal and
Years ending June 30, Principal Interest Interest
2020 $ 24,000 $ 1,000 $ 25,000
2021 21,000 - 21,000
2022 - - -
2023 - - -
2024 - - -
Thereafter - - -
Total minimum lease payments $ 45,000 $ 1,000 46,000
Less amounts representing interest (1,000)
Present value of future minimum lease
payments 45,000
Less current portion (24,000)
Capital lease obligation, net of current
portion $ 21,000

Approximate future maturities of long-term debt and capital leases within the Long-term debt, noncurrent,
are as follows:

Year ending June 30, Amount

2020 $ 24,000
2021 -
2022 -
2023 -
2024 -
Thereafter

$ 24,000

NOTE 9 - ACCRUED EMPLOYEE BENEFIT COSTS

CalPERS Salaried Plan

The Organization contracts with CalPERS to provide its salaried employees retirement and disability
benefits, which are paid by the State of California. In addition, employee group health insurance coverage

(other) is obtained through CalPERS, and the contract requires the Organization to pay a minimum portion
of the health insurance premiums of retirees after certain required periods of employment. Through June
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30, 2003, the CalPERS retirement and disability plan was an agent multiple-employer retirement plan;
therefore, the provisions of ASC 715, Employers’ Accounting for Pensions, were applicable.

Effective July 1, 2003, the Organization began participating in a CalPERS cost-sharing multiemployer
pension plan whereby other entities with benefits similar to the Organization participate in the same cost-
sharing plan. At the date the Organization began participating in the cost-sharing plan, a liability was
determined by CalPERS for each of the cost-sharing plan participants, called a “side fund liability,” which
was established to account for each organization’s share of the pool’s unfunded liability. The side fund
liability is calculated by CalPERS annually and includes liability calculations for the subsequent two years
using estimated employer payroll and estimated return on plan assets in accordance with ASC 450,
Accounting for Contingencies. The Organization prepaid the amount owed in the prior year so there is no
side fund liability at June 30, 2019 and 2018.

The unfunded pension liabilities at June 30, 2019 and 2018 were derived from the most recent Accounting
Valuation Reports provided by CalPERS. The measurement dates for the reports were June 30, 2018 and
2017 respectively.

The plan’s proportionate share of the fiduciary’s unfunded accumulated net pension liability as of June 30,
2018 and June 30, 2017 (the measurement dates) were $10,793,000 and $9,230,000 respectively.

The plan’s proportionate share of fiduciary net asset position which is the total assets less certain reserve
and expense requirements at June 30, 2018 and June 30, 2017 (the measurement dates) were
$30,959,000 and $29,900,000, respectively.

The actuary assumed investment return as of June 30, 2018 was 7% per annum. The salary scale used
assumes salary increases that vary by entry age and service. The total increase in any future year includes
an assumed 2.5% inflation rate.

Service cost was calculated using 10.2 and 9.4 percent of actual for the years ended June 30, 2019 and
2018, respectively. Contribution rates to CalPERS were 29.6 percent and 23.3 percent of actual payroll for
the years ended June 30, 2019 and 2018, respectively. Actual payroll was approximately $4,223,000 and
$4,140,000 for the years ended June 30, 2019 and 2018, respectively. Total CalPERS expense for June
30, 2019 and 2018, was approximately $1,042,000 and $958,000, respectively. The employer’s
contributions represent more than 5 percent of total contributions to the plan.

Pension Plan

Plan Funding Status Employer Contributions Surcharge
Pension Plan Number 2018 2017 FIP/RP Status 2020-21 2021-22 2022-23 Imposed
Miscellaneous Plan of the Aztec
Shops, Ltd. 7287807346 65-80% 65-80% N/A 715,000 829,000 922,000 No
PEPRA Miscellaneous Plan of the Aztec
Shops, Ltd. 7287807346 > 80% > 80% N/A 4,000 5,000 5,900 No

CalPERS Medical Benefit Plan

In addition, the Organization contracts with CalPERS to provide its salaried employees group health
insurance through CalPERS under a postretirement health care benefit plan. The contract requires the
Organization to pay a minimum portion of the health insurance premiums of retirees after certain required
periods of employment. The postretirement health care benefit plan requires retirees and active employees
to pay a portion of the monthly health insurance premium cost. For the years ended June 30, 2019 and
2018, the Organization paid employee’s health insurance premium as they came due.

25



Aztec Shops, Ltd.
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the Years Ended June 30, 2019 and 2018

The following tables set forth the approximate medical plan’s funded status and the approximate amount
recognized in the accompanying statements of financial position as of and for the years ended June 30:

2019 2018
Changes in benefit obligations:

Accumulated employee benefit obligation costs
at beginning of year $ (12,363,000) $ (13,260,000)
Service cost (251,000) (289,000)
Interest cost (512,000) (523,000)
Benefit payments, net 315,000 329,000
Actuarial gains (1,170,000) 1,380,000
Obligations at end of year (13,981,000) (12,363,000)

Fair value of plan assets at end of year - -

Funded status $ (13,981,000) $ (12,363,000)
Components of net periodic pension cost:

Service cost $ 251,000 $ 289,000

Interest cost 512,000 523,000

Return on plan assets - -

Amortization of prior service cost - -

Amortization of new loss (111,000) 79,000

Net periodic pension cost $ 652,000 $ 329,000

Employer contribution $ 315000  § 329,000
Amounts recognized in the statements of financial position:

Current liabilities $ 370,000 $ 360,000

Noncurrent liabilities 13,611,000 12,003,000

Net amount recognized $ 13,981,000 § 12,363,000

Weighted-average assumptions used in the computation of the health care premiums include a discount
rate of 3.7 percent and 4.2 percent for the years ended June 30, 2019 and 2018, respectively.

For measurement purposes on the postretirement medical benefit plan, a 6.75 and 7.0 percent health care
cost trend rate for the years ended June 30, 2019 and 2018, respectively were used to calculate the
expected cost increases. The ultimate rate is 4.5 percent, which will be attained in the years 2024 and
2025 for the years ended June 30, 2019 and 2018, respectively. If assumed health care trend rates were
increased or decreased by 1 percent, the service and interest cost and accumulated postretirement benefit
obligation for the year ended June 30, 2019 would be approximately increased or decreased as indicated
below:

1% Increase 1% Decrease
Service and interest cost $ 171,000 $ (129,000)
Accumulated postretirement benefit obligation $ 2,730,000 $ (2,160,000)
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Estimated Future Benefit Payments and Contributions

Approximate future benefit payments expected to be paid are as follows:

Year ending June 30, Amount
2020 $ 370,000
2021 400,000
2022 430,000
2023 460,000
2024 490,000
Years 2025 - onward 2,950,000

$ 5,100,000

The Organization uses a June 30, measurement date for the plans. For fiscal years ending June 30, 2019
and 2018, net assets increased $1,933,000 and $569,000, respectively, due to the decrease in retiree
medical plan liability at year end.

Hourly Plan

Approximate information relative to the Organization’s Hourly Plan as of and for the years ended June 30,
is presented below:

2019 2018
Changes in benefit obligations:
Accumulated employee benefit obligation costs
at beginning of year $ (8,409,000) $ (8,953,000)
Service cost (289,000) (321,000)
Interest cost (336,000) (350,000)
Benefit payments, net 192,000 402,000
Actuarial gains (1,086,000) 813,000
Obligations at end of year (9,928,000) (8,409,000)
Fair value of plan assets at end of year 7,214,000 6,759,000
Funded status $ (2,714,0000 $ (1,650,000)
Components of net periodic pension cost:
Service cost $ 289,000 $ 321,000
Interest cost 337,000 350,000
Return on plan assets (358,000) (387,000)
Amortization of prior service cost - -
Amortization of new loss 113,000 201,000
Net periodic pension cost $ 381,000 § 485,000
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Weighted-average assumptions used in computation for benefit obligation and net periodic pension cost

are as follows:

Discount rate
Expected return on plan assets

Fair Value Measurement of the Plan Assets

Years ended June 30,

2019 2018
4.20% 4.20%
6.50% 6.50%

The approximate fair values of the Organization’s Hourly Plan’s plan assets, by asset category, consisted

of the following at June 30:

Cash - level 1 $
Cash - level 2
Mutual funds - level 1

Mutual funds - level 2

Total plan assets $

2019 2018
-3 -
2,167,000 2,055,000
5,047,000 4,704,000
7,214,000 $ 6,759,000

The Organization expects that there will be no plan assets that will be returned to the Organization during

the upcoming fiscal year.

Asset Allocation and Investment Strategy

The dual goals of the pension plan are growth of principal and investment income. Dividend and interest
income will represent a significant portion of the total return, although portfolio growth is equally important.

Assets may be shifted between the various equity and fixed-income portions of the portfolio as deemed
necessary to appropriately balance risk and reward and to meet the plan’s requirements. The
Organization’s pension plan weighted-average asset allocations, by asset category, were as follows at

June 30:
Desired Strategic
Allocation at June 30,

2019 2018 2019 and 2018
Cash 5% 5% 0-5%
Fixed income 30% 25% 20-50%
Equity 65% 70% 25-70%

100% 100%
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Basis for Determining the Expected Return on Assets

The pension plan has adopted a strategic asset allocation model based upon a quantitative-allocation
method that measures long-term expected returns consistent with the plan’s objectives. Using this method,
a model portfolio was developed that closely matched the specific investments held by the plan. Annual
total returns were calculated using actual calendar year returns of the major investment funds over the last
10 years. The expected return on assets of 6.50 and 6.00 percent for the current year and prior year,
respectively, is both consistent with these historical returns and reasonable given the current asset
allocation and expected market conditions.

Plan Expenses and Estimated Contributions

For fiscal years ended June 30, 2019 and 2018, net assets decreased by $1,473,000 and increased by
$410,000, respectively, due to the change in hourly plan liability at year end. The Organization expects to
contribute $350,000 to the Hourly Plan for the year ending June 30, 2020.

Approximate future benefit payments expected to be paid are as follows:

Years ending June 30,

2020 $ 990,000
2021 280,000
2022 410,000
2023 640,000
2024 500,000
Years 2025-2029 2,630,000

$ 5,450,000

NOTE 10 —- COMMITMENT AND CONTINGENCIES
Rental Expenses

Operating Agreements and Leases

The Organization has eight operating and lease agreements with the Trustees of the University: one
expires April 30, 2021 which has one three-year renewal option; one expires June 30, 2021; one expires
June 30, 2023 with one five year extension; two expire June 30, 2024; one expires August 31, 2045; and
two are continuous. These operating and lease agreements are for the purpose of operating the Westside
convenience store, the Imperial Valley Campus bookstore, the East West Commons area, Aztec Art, Etc.
(an art supply store), and South Campus Plaza retail properties for the benefit of the student body on behalf
of the University.

The use of the facilities is governed by the terms of the agreements, which require the Organization to
promote, staff, insure, repair, maintain and improve the facility when needed, and may require the
Organization to cover the cost of utilities.

During the year ended June 30, 2016, the Organization entered into a lease agreement with the Trustees
of the University, which expires August 31, 2045, for specific portions of the South Campus Plaza project.
The portions include interior and exterior general and commercial retail space. During fiscal year ending
June 30, 2019, one commercial space opened for business as compared to the prior year’s six retail stores.
In addition, the Organization entered into a management agreement with the University that expires August
31, 2020. Net revenues from the commercial leases are remitted back to the University and amounted to
$163,000 for retail and $79,000 for parking for the year ended June 30, 2019.
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The Organization has an operating agreement and a related group lease agreement with the Trustees of
the University, which expire on June 30, 2028. The main operating agreement calls for the Organization to
perform functions on behalf of the University such as operating bookstores, food services and campus
services; housing; and acquisition, development, sale and transfer of real and personal property, including
financing transactions related to these activities. The Organization’s main bookstore sits upon the leased
property, and its use is governed by the terms of the agreement, which include the assumption of the
building, which is classified as a component of leasehold improvements, at the end of the lease plus any
extensions. The net book value of the building was approximately $565,000 and $599,000 for the years
ended June 30, 2019 and 2018, respectively.

During a prior year, the Organization entered into an agreement with Associated Students of San Diego
State University (A.S.) to lease retail food space at Aztec Student Union. The lease term is an initial 10
years, which expires on June 30, 2024, with A.S. having the option to extend for two additional five-year
periods. Rent is $600,000 annually and subject to negotiation at the end of each lease year. A.S. also
funded $250,000 of tenant improvements, which is being amortized straight-line over the initial 10 years of
the lease. The unamortized rent payable balance at June 30, 2019 and 2018 is $119,000 and $144,000,
respectively.

During the year ended June 30, 2019, the Organization also leased equipment and facilities under operating
leases expiring at various dates.

Total rent expense under the above operating leases, including percentage rentals and commissions, was
approximately $3,366,000 and $3,155,000 for the years ended June 30, 2019 and 2018, respectively.

Operating Agreements and Leases, continued

Approximate future minimum lease commitments, excluding percentage rentals and commissions, for the
above leases are as follows:

Years ending June 30,

2020 $ 671,000
2021 34,000
2022 10,000
2023 1,000
2024 -

$ 716,000

Rental Income

Leased Property

The Organization leases part of its residential properties to third parties, part of its commercial property to
an auxiliary, and part of its Brawley facility to the University. The Organization recognized approximately
$1,297,000 and $1,034,000 in residential and commercial rental income related to these leases for the
years ended June 30, 2019 and 2018, respectively.

30



Aztec Shops, Ltd.
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
For the Years Ended June 30, 2019 and 2018

Approximate future minimum rentals under noncancelable operating leases are as follows:

Years ending June 30,

2020 $ 7,295,000
2021 559,000
2022 480,000
2023 428,000
2024 412,000
Thereafter 867,000

$ 10,041,000

Subleases

For the years ended June 30, 2019 and 2018, the Organization recognized approximately $2,432,000 and
$2,029,000, respectively, in other income from subleases with third parties for facilities that are leased from
related parties. The sublease income is composed of percentage rentals and commissions.

During the year ended June 30, 2014, the Organization entered into a sublease with a third party to lease
food space at Aztec Student Union. The term is an initial 10 years, which expires on March 31, 2024, with
an option to extend for two additional five-year periods. Monthly payments began in March 2014 at
approximately $8,000, escalating annually. Additionally, the Organization funded $680,000 in tenant
improvements. The rent expense and tenant improvements are being amortized straight-line over the 10-
year lease life. The rent receivable balance at June 30, 2019 and 2018 is $579,000 and $622,000,
respectively.

Revenues

As of June 30, 2019, the Organization had entered into a noncancelable revenue commitment in the
aggregate of approximately $45,653,000 for services to be provided to the University and its auxiliaries.

On July 1, 2012, the Organization entered into a lease agreement with the University, wherein the University
will lease University Towers through June 30, 2032 for $2,100,000 per year. In connection with the lease
agreement, the Organization entered into a management agreement with the University, wherein the
Organization will manage University Towers through June 30, 2022 for $1,723,000 per year, increasing 5
percent annually.

On July 1, 2013, the Organization entered into an agreement with the University, wherein the University will
lease Piedra del Sol through June 30, 2030 for $450,000 per year. In connection with the lease agreement,
the Organization entered into a management agreement with the University, wherein the Organization will
manage Piedra del Sol through June 30, 2030 for $1,100,000 per year, increasing 3 percent annually.

Purchases

As of June 30, 2019, the Organization had entered into noncancelable commitments in the aggregate of
approximately $1,619,000 for payment of license fees, concession fees and purchases of goods and
services with third parties and the University and its auxiliaries.
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During a prior year, the Organization entered into a capital lease for equipment, whereas the Organization
is required to purchase a minimum of 7,200 cases of product at cost plus an additional amount added to

each case for the purchase of the equipment. As of June 30, 2019, the Organization has a remaining 1,921
cases to purchase at an average cost of $33.78 per case, totaling approximately $65,000.

Other

Management Fee

During the year ended June 30, 2010, the Organization entered into a management fee arrangement with
a third party in regard to the management services of various apartment buildings. The management fee
is calculated as 3.5 percent of the gross revenue collected per month. For the years ended June 30, 2019
and 2018, the management fee was approximately $196,000 and $178,000, respectively.

During the year ended June 30, 2014, the Organization entered into a management fee arrangement with
a third party in regard to the management services for various apartment buildings. The management fee
is calculated as 4 percent of gross revenue or a fixed fee. For the years ended June 30, 2019 and 2018,
the management fee was approximately $135,000 and $133,000, respectively.

License Fee

The Organization is licensed by several fast-food chains to produced and service products at the dining
service facilities it operates. The licenses granted are primarily for three to ten years and require monthly
license fees based on various percentages of gross sales.

NOTE 11 - ALLOCATIONS

At the discretion of the Board of Directors, the Organization provides for annual allocations to the University
and affiliated organizations. During the years ended June 30, the allocations made were as follows:

2019 2018
Associated Students of San Diego State University $ 55,000 $ 55,000
San Diego State University and The Campanile Foundation 310,000 710,000

$ 365,000 $ 765,000

NOTE 12 — CONTRIBUTION REVENUE AND EXPENSE

The Organization entered into an agreement with a vendor and the University in August 2013, in which all
monies received from the vendor are subsequently contributed to the University. During each of the years
ended June 30, 2019 and 2018, the Organization received $445,000 from the vendor and contributed
$445,000 to the University.
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NOTE 13 — OTHER INCOME

Other income consisted of approximately the following at June 30:

2019 2018
Rent (Note 10) $ 1,934,000 $ 1,948,000
Commissions 621,000 734,000
Federal subsidy revenue (Note 7) 388,000 386,000
Other 1,223,000 750,000

$ 4,166,000 $ 3,818,000

NOTE 14 —AVAILABLE RESOURCES AND LIQUIDITY

The Organization regularly monitors liquidity required to meet its operating needs and other contractual
commitments, while also striving to maximize the investment of its available funds. Various sources of
liquidity are available including cash and cash equivalents, investments in money markets, certificate of
deposits and the Local Agency Investment Fund and accounts receivables.

For purposes of analyzing resources available to meet general expenditures over a 12-month period, the
Organization considers all expenditures related to its ongoing activities of the bookstore, food service and
residential and commercial rental properties as well as the conduct of services undertaken to support those
activities to be general expenditures.

In addition to financial assets available to meet general expenditures over the next 12 months, the
Organization operates with a balanced budget and anticipates collecting sufficient revenue to cover general
expenditures. Refer to the statement of cash flows, which identifies the sources and uses of the
Organization’s cash and shows positive cash generated by operations for fiscal years 2019 and 2018.

As of June 30, 2019 and 2018, the following table shows the approximate total financial assets held by the
Organization and the amounts of those financial assets could be readily available within one year of the
balance sheet date to meet general expenditures. There were no net assets with restrictions or any funds
designated by the Board at June 30, 2019 and 2018:

2019 2018
Cash and cash equivalents $ 1,783,000 $ 1,342,000
Investments 6,021,000 6,154,000
Accounts receivable 2,017,000 1,701,000
Total financial assets $ 9,821,000 $ 9,197,000
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NOTE 15 -EXPENSE ALLOCATION

FY 2019 Program Activities Supporting Activities
Business Management and
Dining Bookstore Development Programs Total General Total Expenses
Cost of Sales S 8,530,603 S 13,171,717 S - § 21,702,320 S - S 21,702,320
Salaries and
) 10,286,029 3,194,974 158,052 13,639,055 5,605,474 19,244,529
benefits
Supplies and 567,532 657,397 157,949 1,382,878 212,065 1,594,943
travel
Services and
. 1,258,119 181,715 3,219,272 4,659,106 884,714 5,543,820
professional fees
Office and
4,947,298 970,967 5,572,245 11,490,510 1,653,428 13,143,938
occupancy
Depreciation 1,033,264 574,370 6,380,002 7,987,636 118,555 8,106,191
Interest 213,765 - 67,599 281,364 1,346 282,710
Total expenses $ 26,836,610 $ 18,751,140 $ 15555119 $ 61,142,869 8475582 $ 69,618,451
FY 2018 Program Activities Supporting Activities
Business Management and
Dining Bookstore Development Programs Total General Total Expenses
Cost of Sales S 8,797,179 S 12,965,522 S - § 21,762,701 S - S 21,762,701
Salaries and 10,264,294 3,195,846 218064 13,678,204 5,499,584 19,177,788
benefits
Supplies and
travel 606,057 731,096 198,741 1,535,894 204,607 1,740,501
Services and
. 1,235,301 197,595 2,876,487 4,309,383 829,437 5,138,820
professional fees
Office and
4,821,404 979,732 5,117,112 10,918,248 1,910,415 12,828,663
occupancy
Depreciation 984,401 739,262 6,215,105 7,938,768 122,774 8,061,542
Interest 219,404 - 69,003 288,407 2,141 290,548
Total expenses $ 26,928,040 14,694,512 S 60,431,605 S 8,568,958 S 69,000,563

S 18,809,053 $

The tables above presents expenses by function and natural classification. Expenses directly attributed to
a specific functional area, including general and administrative costs, are reporting as expenses of those
functional areas. The Facilities Services Support and San Diego State University Public Safety expense is
allocated based on the square footage of the facilities that they support while salaries and benefits are
allocated on the basis of estimates of time and effort. For expenses related to multiple functional areas, the
expenses are allocated based on management's review of the nature of the expense, the programs
benefited and a reasonable allocation methodology.
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June 30, 2019
(for inclusion in the California State University)

Assets:

Current assets:

Cash and cash equivalents $ 1,783,285
Short-term investments 6,021,147
Accounts receivable, net 2,016,665

Capital lease receivable, current portion —
Notes receivable, current portion —
Pledges receivable, net —
Prepaid expenses and other current assets 3,638,622

Total current assets 13,459,719

Noncurrent assets:
Restricted cash and cash equivalents —
Accounts receivable, net —
Capital lease receivable, net of current portion —
Notes receivable, net of current portion —
Student loans receivable, net —
Pledges receivable, net —
Endowment investments —
Other long-term investments —

Capital assets, net 87,491,988
Other assets 650,098
Total noncurrent assets 88,142,086
Total assets 101,601,805

Deferred outflows of resources:
Unamortized loss on debt refunding —
Net pension liability —
Net OPEB liability —
Others _

Total deferred outflows of resources $ —
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Liabilities:
Current liabilities:
Accounts payable $ 1,404,167
Accrued salaries and benefits 800,151
Accrued compensated absences, current portion 529,442
Unearned revenues 984,136
Capital lease obligations, current portion 250,443
Long-term debt obligations, current portion 3,199,208

Claims liability for losses and loss adjustment expenses, current portion —
Depository accounts —
Other liabilities 4,825,958

Total current liabilities 11,993,505

Noncurrent liabilities:
Accrued compensated absences, net of current portion —
Unearned revenues —
Grants refundable —
Capital lease obligations, net of current portion 2,251,802
Long-term debt obligations, net of current portion 61,942,937
Claims liability for losses and loss adjustment expenses, net of current portion —
Depository accounts —

Net other postemployment benefits liability 13,610,940
Net pension liability 2,714,394
Other liabilities 93,750
Total noncurrent liabilities 80,613,823
Total liabilities 92,607,328

Deferred inflows of resources:
Seniice concession arrangements —
Net pension liability —
Net OPEB liability —
Unamortized gain on debt refunding —
Nonexchange transactions —
Others —

Total deferred inflows of resources $ —
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Net Position:
Net investment in capital assets
Restricted for:
Nonexpendable — endowments
Expendable:
Scholarships and fellowships
Research
Loans
Capital projects
Debt senvice
Others
Unrestricted

Total net position
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Aztec Shops, Ltd.
SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

June 30, 2019
(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 —
Nongovernmental —

Sales and senvices of educational activities —

Sales and senvices of auxiliary enterprises, gross 68,241,588
Scholarship allowances (enter as negative) —

Other operating revenues —

Total operating revenues 68,241,588

Expenses:

Operating expenses:
Instruction —
Research —
Public senvice —
Academic support —
Student senices —
Institutional support —
Operation and maintenance of plant —
Student grants and scholarships —

Auxiliary enterprise expenses 61,098,902
Depreciation and amortization 4,596,208
Total operating expenses 65,695,110
Operating income (loss) $ 2,546,478
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Nonoperating revenues (expenses):
State appropriations, noncapital
Federal financial aid grants, noncapital
State financial aid grants, noncapital
Local financial aid grants, noncapital
Nongovernmental and other financial aid grants, noncapital
Other federal nonoperating grants, noncapital
Gifts, noncapital
Investment income (loss), net
Endowment income (loss), net
Interest expense
Other nonoperating revenues (expenses) - excl. interagency transfers
Other nonoperating revenues (expenses) - interagency transfers

Net nonoperating revenues (expenses)
Income (loss) before other revenues (expenses)

State appropriations, capital
Grants and gifts, capital
Additions (reductions) to permanent endowments

Increase (decrease) in net position

Net position:
Net position at beginning of year, as previously reported
Restatements

Net position at beginning of year, as restated

Net position at end of year
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213,246

(3,113,341)
731,383

(2,168,712)

377,766

387,631
765,397

8,229,080

8,229,080

8,994,477




Aztec Shops, Ltd.
OTHER SUPPLEMENTARY INFORMATION
June 30, 2019

(for inclusion in the California State University)

Restricted cash and cash equivalents at June 30, 2019:
Portion of restricted cash and cash equivalents related to endowments
All other restricted cash and cash equivalents

Total restricted cash and cash equivalents
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Aztec Shops, Ltd.
OTHER SUPPLEMENTARY INFORMATION - CONTINUED

June 30, 2019
(for inclusion in the California State University)

Composition of investments at June 30, 2019:
Current Noncurrent Noncurrent
Unrestricted Current Restricted Total Current Unrestricted Restricted Total Noncurrent Total

State of California Surplus Money Investment Fund (SMIF) $ — — — — — — —
State of California Local Agency Investment Fund (LAIF) 2,434,000 — 2,434,000 — — — 2,434,000
Corporate bonds — — —
Certificates of deposit — — — — — — —
Mutual funds — — — — — — —
Money Market funds 3,587,147 — 3,587,147 — — — 3,587,147
Repurchase agreements — — — — — — —
Commercial paper — — — — — — —
Asset backed securities — — —_ — — — —
Mortgage backed securities — —_ —_ — — — —
Municipal bonds — —_ —_ — — — —
U.S. agency securities — —_ —_ — — — —
U.S. treasury securities — —_ —_ — — — —
Equity securities — —_ —_ — — — —
Exchange traded funds (ETFs) — —_ —_ — — — —
Alternative investments:
Private equity (including limited partnerships) — — —_ —_ — — —
Hedge funds — — — — — — —
Managed futures — — — — — _ _
Real estate investments (including REITs) — — — — — — —
Commodities — — — — — — —
Derivatives — — — — — — —
Other alternative investment types — — — — — — —
Other external investment pools (excluding SWIFT)
Add description — — — — — — —
Add description — — — — — — —
Add description — - - — — — —
Add description — - - — — — —
Add description — - - — — — —
Add description — - - — — — —
Other major investments:
Add description — - - — — — —
Add description — - - — — — —
Add description — - - — — — —
Add description — —_ —_ — — — —
Add description — — — — — — —
Add description — — — — — — —

Total investments 6,021,147 — 6,021,147 — — — 6,021,147

Less endowment investments (enter as negative number) — — — — — — —

Total investments $ 6,021,147 — 6,021,147 — — — 6,021,147
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Aztec Shops, Ltd.
SCHEDULE OF NET POSITION - CONTINUED

June 30, 2019
(for inclusion in the California State University)

2.2 Investments held by the University under contractual agreements at June 30, 2019:
Portion of investments in note 2.1 held by the University under contractual
agreements at June 30, 20CY : — — —

23 Restricted current investments at June 30, 2019 related to:
Amount
Add description $ —
Add description —
Add description —
Add description —
Add description —
Add description —
Add description —

Total restricted current investments at June 30, 2019 $ —

2.4 Restricted noncurrent investments at June 30, 2019 related to:
Amount
Endowment investment $ —
Scholarships —
Inflation reserves —
University projects —
Add description —
Add description —
Add description —
Add description —

Total restricted noncurrent investments at June 30, 2019 $ —
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Fair value hierarchy in investments at June 30, 2019:

State of California Surplus Money Investment Fund (SMIF)
State of California Local Agency Investment Fund (LAIF)

Corporate bonds
Certificates of deposit

Mutual funds

Money Market funds
Repurchase agreements
Commercial paper

Asset backed securities
Mortgage backed securities
Municipal bonds

U.S. agency securities
U.S. treasury securities
Equity securities

Exchange traded funds (ETFs)
Alternative investments:

Private equity (including limited partnerships)

Hedge funds
Managed futures

Real estate investments (including REITs)

Commodities

Derivatives

Other alternative investment types
Other external investment pools (excluding SWIFT)

Add description
Add description
Add description
Add description
Add description
Add description

Other major investments:

Add description
Add description
Add description
Add description
Add description
Add description

Total investments

Aztec Shops, Ltd.

SCHEDULE OF NET POSITION - CONTINUED

June 30, 2019

(for inclusion in the California State University)

Fair Value Measurements Using

Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs Net Asset Value
Total (Level 1) (Level 2) (Level 3) (NAV)
$ — — — — _
2,434,000 — — — 2,434,000
3,587,147 — 3,587,147 — —
$ 6,021,147 — 3,587,147 — 2,434,000
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Composition of capital assets at June 30, 2019:

Nondepreciable/nonamortizable capital assets:

Land and land improvements
Works of art and historical treasures
Construction work in progress (CWIP)
Intangible assets:

Rights and easements

Patents, copyrights and trademarks

Internally generated intangible assets in progress

Licenses and permits

Other intangible assets:

Add description

Add description

Add description

Add description

Add description

Total intangible assets

Total nondepreciable/nonamortizable capital assets

Depreciable/amortizable capital assets:
Buildings and building improvements
Improvements, other than buildings
Infrastructure
Leasehold improvements
Personal property:

Equipment

Library books and materials
Intangible assets:

Software and websites

Rights and easements

Patents, copyright and trademarks

Licenses and permits

Other intangible assets:

Add description

Add description

Add description

Add description

Add description

Total intangible assets

Total depreciable/amortizable capital assets
Total capital assets

Less accumulated depreciation/amortization:
Buildings and building improvements
Improvements, other than buildings
Infrastructure
Leasehold improvements
Personal property:

Equipment

Library books and materials
Intangible assets:

Software and websites

Rights and easements

Patents, copyright and trademarks

Licenses and permits

Other intangible assets:

Add description

Add description

Add description

Add description

Add description

Total intangible assets

Total accumulated depreciation/amortization

Total capital assets, net

$

Aztec Shops, Ltd.

SCHEDULE OF NET POSITION - CONTINUED

(for inclusion in the California State University)

June 30, 2019

Balance Transfers of
Balance Prior period June 30, 2018 Completed Balance
June 30, 2018 Adjustments Reclassifications CwWIP June 30, 2019
27,899,623 — — 27,899,623 188,040 $ (145,837) — 27,941,826

823,473 - - 823,473 2,689,630 (4,825) (1,167,117) 2,341,161
28,723,096 = = 28,723,096 2,877,670 (150,662) (1,167,117) 30,282,987
76,354,092 - - 76,354,092 959,571 (1,148,720) 505,578" 76,670,521
8,413,726 - - 8,413,726 29,444 - 179,905 8,623,075
15,096,620 = = 15,096,620 529,246 (137,304) 351,733 15,840,295
1,902,596 = - 1,902,596 39,600 - 129,895 2,072,091
1,902,596 = - 1,902,596 39,600 = - 2,072,091
101,767,034 = = 101,767,034 1,557,861 (1,286,024) 1,037,216 103,205,982
130,490,130 = = 130,490,130 4,435,531 (1,436,686) (129,901) 133,488,969
(23,812,151) - - (23,812,151) (3,081,273) 1,148,720 - (25,744,704)
(6,349,287) - - (6,349,287) (259,282) - - (6,608,569)
(10,782,588) - - (10,782,588) (1,120,235) 128,755 - (11,774,068)
(1,782,941) - - (1,782,941) (86,699) - - (1,869,640)
(1,782,941) = = (1,782,941) (86,699) = - (1,869,640)
(42,726,967) = = (42,726,967) (4,547,489) 1,277,475 = (45,996,981)

$ 87,763,163 $ - $ - 87,763,163 $ (111,958) $ (159,211)  § (129,901) $ 87,491,988




Aztec Shops, Ltd.
OTHER SUPPLEMENTARY INFORMATION - CONTINUED

June 30, 2019
(for inclusion in the California State University)

3.2 Detail of depreciation and amortization expense for the year ended June 30, 2019:

Depreciation and amortization expense related to capital assets $ 4,547,488
Amortization expense related to other assets 475,403
Total depreciation and amortization $ 5,022,891
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OTHER SUPPLEMENTARY INFORMATION - CONTINUED

Long-term liabilities activity schedule:

Accrued compensated absences $
Claims liability for losses and loss adjustment expenses

Capital lease obligations:
Gross balance
Unamortized premium / (discount) on capital lease obligations

Total capitalized lease obligations

Long-term debt obligations:
Auxiliary revenue bonds
Commercial paper
Notes payable related to SRB
Others: (list by type)

Brawley Loan
SDSURF Notes Payable

Add description

Add description

Add description

Add description

Total long-term debt obligations

Unamortized bond premium / (discount)
Total long-term debt obligations, net

Total long-term liabilities $

Aztec Shops, Ltd.

June 30, 2019

(for inclusion in the California State University)

Balance
Balance Prior period June 30, 2018 Balance Current Long-term
June 30, 2018 j Recl. fi [{ d; June 30, 2019 portion portion

937,359 — — 937,359 921,250 (1,329,167) 529,442 529,442 —
2,747,178 — — 2,747,178 — (244,933) 2,502,245 250,443 2,251,802
2,747,178 — — 2,747,178 — (244,933) 2,502,245 250,443 2,251,802
56,980,000 — —_ 56,980,000 — (2,150,000) 54,830,000 2,255,000 52,575,000
125,502 — — 125,502 —_ (125,502) — — —
8,371,991 — — 8,371,991 — (454,300) 7,917,691 690,199 7,227,492
65,477,493 — — 65,477,493 — (2,729,802) 62,747,691 2,945,199 59,802,492
2,655,045 — — 2,655,045 — (260,591) 2,394,454 254,009 2,140,445
68,132,538 — — 68,132,538 — (2,990,393) 65,142,145 3,199,208 61,942,937
71,817,075 — — 71,817,075 921,250 (4,564,493) 68,173,832 3,979,093 64,194,739
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Aztec Shops, Ltd.
OTHER SUPPLEMENTARY INFORMATION - CONTINUED

June 30, 2019
(for inclusion in the California State University)

Future minimum lease payments - Capital lease obligations:

Capital lease obligations related to SRB All other capital lease obligations Total capital lease obligations
Principal and Principal and Principal and
Principal Only Interest Only Interest Principal Only Interest Only Interest Principal Only Interest Only Interest
Year ending June 30:

2020 — — — 271,595 89,763 361,358 271,595 89,763 361,358
2021 — — — 234,557 80,519 315,077 234,557 80,519 315,077
2022 — — — 243,494 71,413 314,907 243,494 71,413 314,907
2023 — — — 252,771 61,959 314,730 252,771 61,959 314,730
2024 - 2028 — — — 262,402 52,145 314,546 262,402 52,145 314,546
2029 - 2033 — — — 1,237,425 104,342 1,341,768 1,237,425 104,342 1,341,768
2034 - 2038 — — — — — — — — —
2039 - 2043 — — — — — — — — —
2044 - 2048 — — — — — — — — —
2049 - 2053 — — — — — — — — —
2054 - 2058 — — — — — — — — —
2059 - 2063 — — — — — — — — —
2064 - 2068 — — — — — — — — —
2069 - thereafter — — — — — — — — —
Total minimum lease payments — — — 2,502,245 460,141 2,962,386 2,502,245 460,141 2,962,386

Less amounts representing interest (460,141)

Present value of future minimum lease payments 2,502,245
Unamortized net premium (discount) —

Total capital lease obligations 2,502,245

Less: current portion (250,443)
Capital lease obligations, net of current portion $ 2,251,802
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Aztec Shops, Ltd.
OTHER SUPPLEMENTARY INFORMATION - CONTINUED
June 30, 2019

(for inclusion in the California State University)

Long-term debt obligations schedule:
All other long-term

Auxiliary revenue bonds debt obligations Total long-term debt obligations
Principal and Principal and Principal and
Principal Only Interest Only Interest Principal Only Interest Only Interest Principal Only Interest Only Interest
Year ending June 30:
2020 — — — 2,945,199 3,182,939 6,128,138 2,945,199 3,182,939 6,128,138
2021 - - - 3,192,199 3,043,911 6,236,110 3,192,199 3,043,911 6,236,110
2022 — — — 3,302,199 2,894,129 6,196,328 3,302,199 2,894,129 6,196,328
2023 - - - 3,432,199 2,731,828 6,164,027 3,432,199 2,731,828 6,164,027
2024 - - - 3,552,199 2,560,565 6,112,764 3,552,199 2,560,565 6,112,764
2025-2029 — — — 19,361,696 8,653,307 28,015,003 19,361,696 8,653,307 28,015,003
2030-2034 - - - 12,977,000 5,451,537 18,428,537 12,977,000 5,451,537 18,428,537
2035-2039 — — — 9,080,000 2,662,550 11,742,550 9,080,000 2,662,550 11,742,550
2040-2044 - - - 4,905,000 451,423 5,356,423 4,905,000 451,423 5,356,423
Total minimum payments $ — — — 62,747,691 31,632,189 94,379,880 62,747,691 31,632,189 94,379,880
Less amounts representing interest (31,632,189)
Present value of future minimum payments 62,747,691
Unamortized net premium (discount) 2,394,454
Total long-term debt obligations 65,142,145
Less: current portion (2,945,199)
Long-term debt obligations, net of current portion $ 62,196,946
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Aztec Shops, Ltd.
OTHER SUPPLEMENTARY INFORMATION - CONTINUED

June 30, 2019
(for inclusion in the California State University)

Calculation of net position:
7.1 Calculation of net position - Net investment in capital assets

Capital assets, net of accumulated depreciation $
Capital lease obligations, current portion
Capital lease obligations, net of current portion
Long-term debt obligations, current portion
Long-term debt obligations, net of current portion
Portion of outstanding debt that is unspent at year-end (enter as positive number)
Other adjustments: (please list)
Add description
Add description
Add description
Add description
Add description

87,491,088
(250,443
(2,251,802
(2,945,199
(62,196,946

)
)
)
)

Net position - Net investment in capital assets $

19,847,598

7.2 Calculation of net position - Restricted for nonexpendable - endowments
Portion of restricted cash and cash equivalents related to endowments $
Endowment investments
Other adjustments: (please list)

Restricted expendable endowments

Add description

Add description

Add description

Add description

Add description

Add description

Add description

Add description

Add description

Net position - Restricted for nonexpendable - endowments $
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Aztec Shops, Ltd.
OTHER SUPPLEMENTARY INFORMATION - CONTINUED

June 30, 2019
(for inclusion in the California State University)

Transactions with related entities:

Amount
Payments to University for salaries of University personnel working on contracts, grants, and other programs $ —
Payments to University for other than salaries of University personnel 4,463,251
Payments received from University for senices, space, and programs 17,056,272
Gifts-in-kind to the University from discretely presented component units —
Gifts (cash or assets) to the University from discretely presented component units —
Accounts (payable to) University (enter as negative number) $ (1,761,496)
Other amounts (payable to) University (enter as negative number) $ (2,456,599)

Accounts receivable from University (enter as positive number) 492,677
Other amounts receivable from University —

Other postemployment benefits (OPEB) liability
Intentionaly left blank - not required/applicable eff FY17/18

Pollution remediation liabilities under GASB Statement No. 49:

Description Amount

Add description $ —
Add description —
Add description _
Add description —
Add description _
Add description —
Add description _
Add description —
Add description _
Add description —

Total pollution remediation liabilities $ —

Less: current portion —

Pollution remedition liabilities, net of current portion —
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Aztec Shops, Ltd.
OTHER SUPPLEMENTARY INFORMATION - CONTINUED

June 30, 2019
(for inclusion in the California State University)

11 The nature and amount of the prior period adj! to inning net
Net Position
Class Amount
Dr. (Cr.)
Net position as of June 30, 2017, as previously reported $ 3,381,637
Prior period adjustments:
(list description of each adjustment) —
list description of each adjustment) —
list description of each adjustment) —
list description of each adjustment) —
list description of each adjustment) —
list description of each adjustment) —
list description of each adjustment) —
list description of each adjustment) —
list description of each adjustment) —
(list description of each adjustment) —

SCom~NO oA N

Net position as of June 30, 2017, as restated $ 3,381,637

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

Net position class:
1 (breakdown of adjusting journal entry)

Net position class:
2 (breakdown of adjusting journal entry)

Net position class:
3 (breakdown of adjusting journal entry)

Net position class:
4 (breakdown of adjusting journal entry)

Net position class:
5 (breakdown of adjusting journal entry)

Net position class:
6 (breakdown of adjusting journal entry)

Net position class:
7 (breakdown of adjusting journal entry)

Net position class:,
8 (breakdown of adjusting journal entry)

Net position class:,
9 (breakdown of adjusting journal entry)

Net position class:,
10 (breakdown of adjusting journal entry)
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Natural Classifications of Operating Expenses:

Instruction

Research

Public senice

Academic support

Student senices

Institutional support

Operation and maintenance of plant

Student grants and scholarships

Auxiliary enterprise expenses

Depreciation and amortization
Total

Aztec Shops, Ltd.

OTHER SUPPLEMENTARY INFORMATION - CONTINUED

June 30, 2019
(for inclusion in the California State University)

Scholarships and

Supplies and other

Depreciation and

Total operating

Salaries Benefits fellowships services amortization expenses
14,168,353 6,423,278 — 40,507,271 4,596,208 65,695,110
14,168,353 6,423,278 — 40,507,271 4,596,208 65,695,110
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