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AUDIT COMMITTEE MEETING 
 

October 2, 2020, 1:00 PM 
Teleconference 

 
MINUTES 

 
Committee Members Present:   
Mike Applegate Steve Barnard Chuck Harrington 

   
Board Member Present:   

Marc Benadiba   
   
Staff:   
Aaron Curti Ericka Horn  
Jessica Darin Lisa Rockwell-Harpster  
   
Guests:    

Al Eschenbach, Glenn Burdette Sherri Parkinson, Glenn Burdette  
 
Call to Order and Attendance 
Committee Chair Mike Applegate called the meeting to order and welcomed members.  Mr. 
Applegate announced a quorum of  present, and that the meeting, having been duly 
convened, was ready to proceed with its business.  Mr. Applegate welcomed audit partner Glenn 
Burdette representatives Al Eschenbach and Sherri Parkinson. 
 
Approval of Minutes 
Mr. Applegate asked members for corrections to the April 17, 2020, Investment and Audit joint 
committee meeting minutes.  None were identified.  He noted that since he was the only Audit 
member present, he would endorse the minutes for formal approval by a quorum of the 
Investment Committee members.   
 
2020 Audited Financial Statements 
Mr. Applegate called on Treasurer Marc Benadiba to provide an overview of the draft Audited 
Financial Statements.  Mr. Benadiba called attention to page 8 of 53, Glenn Burdette reported that 
it is their opinion, that the financial statements referred to above present fairly, in all material 
respects, the net position of California Polytechnic State University Foundation, as of June 30, 
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2020 and the changes in net position and its cash flows for the year then ended in accordance with 
accounting principles generally accepted in the United States of America.
 
In 2020, total assets decreased to $373.6 million, a $3.9 million or 1% decrease from the prior year. 
Current assets increased $3.3 million or 8% primarily due to an increase in cash and short-term 
investments of $5.1 million from cash gifts and pledge payments received, offset by a decrease in 
current pledges receivable of $1.7 million. Noncurrent assets decreased $7.2 million or 2% 
primarily due to a $5.1 million decrease in pledges receivable and a $1.7 million decrease in 
endowment investments. Pledges receivable decreased due to two significant pledge payments, 
and endowment investments decreased due to market value losses.  In 2020, deferred inflows of 
resources decreased $0.8 million or 14% primarily due to one trust maturing. 
 
Operating revenues, consisting generally of currently expendable contributions to the 
Foundation for the benefit of the University, were $26.7 million in 2020, a $3.1 million decrease 
from the prior year.  Operating expenses were $40.1 million in 2020, an increase of $5.5 million or 
16% from the prior year. This increase is the result of a higher percentage of gifts to the University 
expended on operating expenses, including but not limited to capital projects and institutional 
support. 
 
The significant volatility in the worldwide equity markets is the most significant factor affecting 
the change in net position and endowment net investment return, which ultimately affects the 
funds available for operating expenses that benefit the University. 
 
Mr. Applegate called attention to the pledges receivable as reported on page 22 of 53.  He noted 
that Glenn Burdette uncovered an area for review and improvement in how pledges receivables 
are calculated and discounted over the life of the pledge to create a consistent present value of 
each pledge.  In the past, annual adjustments to the pledge discount have not been material and 
did not require a formal audit adjustment.  The result was an overstatement of the uncollectable 
pledge amount, a more conservative number, but inconsistent with industry standards.  Pledges 
receivable as of June 30, 2020 were $59.2 million, which includes an allowance for uncollectible 
pledges of $4.7 million, and a present value discount of $3.0 million. Pledges receivable as of June 
30, 2019 were $66.0 million, which includes an allowance for uncollectible pledges of $4.9 million, 
and a present value discount of $5.0 million. Pledge discounts are computed using the five-year 
Treasury note rate applicable in the year pledged. In subsequent years, this discount is accreted 
and recorded as additional contributions revenue.  Mr. Applegate noted that he is working to 
identify a program that can assist with the complex calculation as it must be applied to over 500 
pledges with various begin and end dates.   Mr. Eschenbach covered pledges receivable in more 
detail under the recommendations to management.  Mr. Applegate called on the Committee for 
additional input or questions.  Discussion ensued.  A motion was made and seconded, approving 
the Cal Poly Foundation FY 19-20 Audited Financial statements. 
 
Recommendations to Management 
Mr. Eschenbach provided a review of the document on page 51 or 53 of the meeting book.  He 
noted that during the independent audit the firm became aware of a deficiency in internal control 
other than significant deficiencies and material weaknesses and matters that are opportunities for 
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strengthening internal controls and operating efficiency.  Regarding the process for accounting 
for pledges receivable discounts, the Foundation established discounts when pledge receivables 
were recorded but was not amortizing the discounts annually as pledge payments were received.  
The auditor recommend the Foundation consistently amortize their pledge receivable discount 
on an annual basis to ensure that pledge receivable and revenue balances are properly recorded. 
Consideration of transitioning to the fair value accounting method for pledges receivable should 
be investigated and intentional to limit the chance for unanticipated consequences. 
 
Mr. Eschenbach noted that due to the complexity of the closing of the audit, a meeting to review 
the process and make modifications for improving the process for next year should be scheduled 
in the coming months.  He noted that a copy of the external communications letter will be 
provided to the Committee subsequent to the meeting.  Ms. Parkinson noted that with the Audit 

prepare the audit approval letter for signature and submission to the CSU Office of the 
Chancellor.   
 
Glenn Burdette will begin the process of preparing the tax returns with Glenn Burdette associate 
Chris Delaney.  The deadline for the tax return has been extended to May 15, 2021, which will 
provide ample time to complete the return for review and approval by the Audit Committee.   
 
Executive Session 
Audit Committee members held an Executive Session with Mr. Eschenbach and Ms. Parkinson. 
Mr. Eschenbach reported that Glenn Burdette received full cooperation from all Foundation 
account staff and there were no private matters to be  
 
Adjournment 
 
With no further business to discuss, the meeting adjourned at 1:47 p.m. 
 
 
 
      Respectfully submitted, 
 
 
 
      Mike Applegate 
      Audit Committee Chair 




