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San FranciscoConservatory of Music

Notes toConsolidatedFinancial Satements

u. Recent Accounting Promocements

Adopted

In August 2016 the Financial Accourting Standard Board (FASB) issued Accouring
Standards Updat(ASU) 201614, Notfor-Profit Entities (Topic 958): Preentation of
Financial Statement of Notfor-Profit Entities which changes presentation and
disclosure requirements foomprofit entities to provide more relevantanfmation abut
their resourceg¢and thechangesn thoseresurces) to donors, granterseditors, and
other users. Tl include qualitative ral quanitative requirements in the following
areas: net asset et®s, investment returnfunctional expenses, and liquitgi
Accordingly, the accounti chame has ben ttrospectively applied to laperiods
presented with # exeption of the omission dhe functional expense anjuidity and
availability of resoure information as permitted by the ASU.

Net assets haveeen reclassified fodune30, 2018 dueto theadoption of ASU 20144
as follows:

ASU 201614 Classifications

Without Donar With Dona Total
Restrictions Restrictions Net Asets

Net Asset Qassification

6/30/2018:
Unrestricted $ 51,976000 $ 51,976000
Tempraily Restricted $ 80,411,000 80,411000
Permanently Bstrictel 44,27Q000 44,27Q000

Net assets as

previously presented 51,976000 124,681000 176,657000

Reclassificationof

underwater endowments 2,71Q000 (2,710000
Net asetsas of 6/30/208

as reprted afteradoption

of ASU 2056 -14 $ 54,686000 $ 121,971,000 $ 176,657000
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San FranciscoConservatory of Music

Notes toConsolidatedFinancial Satements

PronouncementEffective in the Future

In February 2016, theikancial Accounting Standards Board (FASBumsd ASU 2016

02, Leases (Topic 842)Jnder the new guidae, lessees will be required to recognize, at
commencement date, a lease liability reprece@t) WKH OHVVHHfV REOLJDW
payments arising from thikease and a righif-use asset representing H O H NgWitHAH § V

use, or control the use of, a spaxif asset for the lease term. This guidance is effective

for fiscal years beginning after Dember 15, 2019. SFCM is currently kaing the

impact thenew standard will have on its financial statemnts.

In Jure 2018, the FASB issued ASU 204®, Clarifying the Scope and the Accounting
Guidance for Contributions Received and Contributions Mad@lepic 958) These
amendments clarifgnd improve the scope dmaccounting guidance around contributions
of cash and oty assets received and made by-footprofit organizations. The ASU
clarifies and improves current guidance about whether a transfassets, or the
reduction, settlementpr cancellation of liaibities, is a contribution or an exchange
transaction.It also provides a more robust framework for atatining whether a
contribution is conditional or unconditional, and for distinguishing aodonposed
condition from a donemmposed restriction. Thetandard is effective for fiscal years
beginning after Dearber 15, 2018, and early adoption is pernditt8FCM is currently
evaluating the impact the new standard will have on its financiahstats.

Reclassifications

Certain a&couns relating to the ya ended June 30, 28lhave been reclassified to
conform b the 20D presentationThere is no impactroending net assets or the change
in net assets for that year.

. Subsequet Events

SFCM evaluaed subsegent events from June 30, Z0throughNovemberl2, 2019 the
date these financiastatements were available to be igsuend has determined that no
adjustments arenecesary to the amounts reporteid the accompanying financial
statenentsand no subsquen events lave occurredthe nature of which wouldequire
disclosure
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San FranciscoConservatory of Music

Notes toConsolidatedFinancial Satements

(@) The fund is a limitd partnership that irests in aportfolio consisting primarily of
securties of privatdy held teehnology companiesThe term of the partership was
scheduledto terminate on December 31, 2014.iquidity is expected in the form of
distributions from the fad when the underlymassetsra sold.

(b) The fund is a limited pargrshp which makes bans secwed primarily by first aal
secoml deeds oftrug on Californiareal propaty. The partnership is scheldd to
terminate in 2032, unles®@er terminated, as @vided in the partnship agrement
There are substantial restratson trarsferabilty of units and accordingly anwvestmert
in the m@mrtnership is notiquid. After the oneyearlock-up period,limited partners may
withdraw all or part of their capitaaccounts from the gitnershipin four quarterly
installments begining on thelast dg of the @endar quarter followig the quarter in
which the notice of whdrawal is given, subject to a 10% darwithdrawal penalty
However, inMarch 2009, due to thdistress in the finacial marlets, the partnership
suspended cagait liquidatons ands not acepting new liquidation equestsuntil further
notice.

Note8-  Property, Plant and Equipment:

Property plart and eqipmentconsist of the following at Jurg:
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San FranciscoConservatory of Music

Notes toConsolidatedFinancial Satements

Note 12 - Postretirement Health Benefit Plan:

SFCMadopted an uunded noncontributory postretirement health benefit plan effectiye Jul
1, 1997. All qualifyingemployeeswill receive a fixed benefit ohie cost ohealth insurance
premiumsfor theindividua at age 65 &d beyoml under the plan. Effective May 1, 201ibe
Plan$§ service requirement for benefit eligibility was changed fidnyears to 20 year$he
valuationof theaccumulated benefit obkgion and ecrued benefit cos@re & follows:

Accumulatedbeneft obligation at beginning of year $ 3,676,000
Service cost 168,000
Interest cost 150,000
Actuarialloss 506,000
Benefits paid (63,000)
Paticipant cantribution 4,000

Accumulaéd benefit obligabn at eml of year $ 4,441,000

Unfunded sdtus ofthe plan at end byear $ 4,441,000

The benefits expectetb be paid from SFCN nonconttiutory pcstretirement health benefit
plan in each of the nexfive years, and in agggatefor the five years thereaftare as
follows:

Year Ended Juneé30,

2020 $ 65,000
2021 74,000
2022 83,000
2023 94,000
2024 104,000
Thereafter 756,000

Weighted averagassumptions as of Jun®3200:
Discount Rate 3.4%
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San FranciscoConservatory of Music

Notes toConsolidatedFinancial Satements

b. Other

CortingenciesSFCM receves fundsfrom and @ministes variousfederal gevernment
funded pogramswhich ae subjed to audit by the cognizant gavenental agencies
SFCM management believes thathe aitcome of any such audits will not have a
significant effed on the fhancial psition orresults ofactivities of SFCM

As of June 30, 209, the SFCM was a paty to a construction contract amemaining
commitnments totaling approriately $98,655,000in connectionwith the new student
resident hall

Notel17- Capital Campaign

The SFCMhas embiked ona apital canpaign for a newstudentresidence hall. e facility
will provide the physical qzecity necessaryo sustain a worldlass préessionakducational
environment. The building will houséné majoity of stucents, furnish praate raoms and
include socialand study paces. It wil also featurea steet-level café recital halls, a
recordng studiq and haising for guest artists aratholarsas well as 28 reislential rental
units. See Notes, 8, 9 and 16 for additional informatim onthe campaigrcontributions,
constuction contrats and financing aangemens.
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