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Revenue Management Program – CMS Banking, AP and Cashiering Fit/Gap Notes 

September 8, 2006

Decisions Made

1.0 Points of Information

· When setting up the depository account system with the new bank, the campuses must keep adequate accounting and internal control systems for their Federal funds and notify the bank if Federal funds are included in the account. .

· CSU will transmit Positive Pay files under the new banking system for both pay cycle and express checks. 

· Because manual checks do not generate any type of file, all issuers of manual checks will be required to log onto the bank’s system and record them manually.  This will be a CSU Business Practice and will be a formal policy.   

· Phase One will not deliver an interface to download the depository file into PeopleSoft.  This could be done through daily bank recon.

· For inquiry purposes for checks <90 days, make it the business practice to go online to look up the check.  For >90 days you go to your CD reconciliation files.

· Minimum reconciliation requirement will be monthly; campuses can determine on their own if they want to purchase additional reconciliations.

· Pay Amount on check has to be the written dollar amount, not just the numerical dollar amount - that is what is legal tender and required by law.  

Action Items

	#
	Action Item
	Person Responsible
	Due Date

	1
	Schedule webcast in October to communicate bank requirements and high-level changes.
	Colleen Nickles/
	

	2
	Meet with George Mansoor, Stephen Schultz and Janice Lim convey the security and possible hardware requirements i.e. basically tell them what we know of the bank requirements to this point in time.
	Georgia Forman
	9/13/06

	3
	Meet the bank’s security and hardware requirements for Banking implementation
	J. Lim, G. Mansoor, S. Schultz
	12/4/06

	4
	Produce a Business Process Paper to detail out instructions for file storage, transmission and security.   

Deliver to Georgia Forman for inclusion in Finance BPP
	J. Lim, G. Mansoor, S. Schultz
	11/30/06

	4
	Document current definitions and business practices for stop, void, and escheat, and then match our statuses to the bank definitions. How the categories are used will generate different pay statuses with the bank and the bank is going to expect standard definitions.   
	
	12/4/06

	5
	If stale date processing is automated through a “Void after xxx days” statement on the check, the requirements for stale dating each check type needs to be documented and standardized (i.e. Federal Funds, payroll funds, vendor payments).  
	
	

	6
	Check format -- The Bank will provide a micro spec sheet and the CO will develop a prototype according to the specs.  Once validated with the bank, the CO will deliver this standard check to all campuses, which with then add their own customizations (optional fields) and revalidate their changes individually with the bank.     
	Colleen Nickles/Georgia Forman
	10/16/06

	7
	New blank check stock may need to be ordered, as well as new SIM chips for the signature lines. Vendor for check stock is Applied Graphics – Grover Beach.
	Bank Specs
	

	8
	Develop a functional specification for generating vendor ACH’s.
	Future Consideration
	

	9
	Contact the UC system to find how they use PS for disbursement reconciliation.
	Colleen Nickles/Georgia Forman
	

	10
	Determine whether State reimbursement check will be sent directly to campus for forwarding or a lockbox can be used?
	Colleen/Team
	


2.0 Parking Lots

Training

Software

Discussion Summary

3.0 Objective

· Present a high-level overview of the potential impact and tasks required to switch to the new banking system.  

4.0 Timeline

Bank award will not be determined until October so there will be a need to move aggressively to meet the deadlines.

· January 1, 2007:  
Depository Deadline

· February 1, 2007: 
Disbursement Deadline – Phase One Campuses

· March 1, 2007:
Disbursement Deadline – Phase Two Campuses

· April 1, 2007
Disbursement Deadline – Phase Three Campuses

5.0 RFP Update 

· RFP was sent out on August 22nd to all California Banks authorized to accept checks on the behalf of the State of California.  

· The Committee tasked to complete the review of the responses and has conducted the initial interviews with the four banks that responded. (Wells Fargo, Union Bank, US Bank, and Bank of America.)  Each bank responded for both depository and disbursement services.

· Final cost analysis will be completed within the next two weeks, with the final award announced by October 1st. 

· Depository and disbursement services separated in the RFP; it does not necessarily need to be the same bank to provide both services.

· Everyone will switch over to the new depository bank on January 2nd, but the disbursement services cutover will span February, March and April.  

· All funds, including student payables and financial aid will flow through the campus disbursement accounts.  Campuses will deposit into their own depository banks and the funds will then be invested overnight (and longer).  Each morning (East Coast time) it will be determined how much money has to be returned to the bank to cover checks that have cleared.

· Point of Information:  When setting up the depository account system with the new bank, the new bank must be made aware of the fact that Federal Funds are included in the account, and campuses must have adequate accounting and internal control systems to track the Fed Funds. .

6.0 ACH Origination File Transmission  

· Create ACH file

· Send it to a server

· Transfer it over the internet – (determine the security)

· Bank receives and posts to their ACH server

· There are multiple options for the physical transmission:  https connection / PGP /  ValiCert – secure FTP encryption / VPN  etc.  

· The bank we are anticipating prefers using ValiCert.  

· In addition to the physical transmission, there are also multiple other decisions that will have to be made for security at our end:

· Scripted release of files (once the file is on the box it goes)

· Manual release of files (does someone push the button to make it go?) (not recommended)

· This is on hold and will be addressed at a later time.

7.0 Positive Pay File Transmission

· Campuses will create an issue file (positive pay) for the bank, listing checks to be paid.  A single record layout will be required for all campuses including  (to be finalized based on the bank chosen):

· Check serial number

· Check issue date

· Check dollar amount

· Payee name 
(The bank being recommended uses CAR/LAR to be able to check payee names – this is new technology and greatly adds to security.)

· The bank then inserts issue file into their system

· Automatic reconcilement reports will be run against five statuses and can be run daily, weekly or monthly: 

· Issued

· Paid

· Stopped

· Voided

· Cancelled

· Campuses can either create and transmit an issue file through batch process, or can use a terminal-based / web-based service to enter check information.  

Other validation services  

· If a check’s serial number, issue date, dollar amount and payee name is not in the bank system, tellers will not honor the check if it is presented at the bank and will call the campus for verification prior to cashing it.  Therefore, when single checks are cut, or are cut out of sequence, campuses need to go online and enter the check information directly into the bank system.  The bank then updates their files every 15 minutes.  

· Checks the issue date to prevent a check written on the 8th from being cashed on the 7th.  

· Perfect Presentment is being offered by one of the banks  

Check Rejections

· If a check rejects, it either goes into a queue for the campus to approve, or the bank fixes the information and processes the check.  The bank will fix the check if, for example it comes through with serial number 0000 but the check actually does have a serial number of 0223.

· Voids:  Campuses have to send a register file to the bank with a status of void or cancel for checks that have already been submitted as a pay.      This is an open issue.

· Under our current banking system we do not send positive pay files.  Under the new system, the bank under consideration can accept Positive Pay files generated after every PeopleSoft check run. 
Point of Information:  CSU will transmit Positive Pay files under the new banking system. 

· Three types of checks will be differentiated:

· Pay Cycle

· Express Check

· Manual Check:  
Point of Information:  Because manual checks do not generate any type of file, all issuers of manual checks will be required to log onto the bank and record that manually.  This will be a CSU Business Practice and will be a formal policy.   

Requirements for Generating and Storing Positive Pay Files:

· Saving positive pay files rather than recreating them is the preferred method for having backups for positive pay files.  However, there will still be the need to actually recreate the positive pay file at any time in case the file itself was somehow corrupted.  

· The original file run will be generated on every campus’s individual box.  Then, there will have to be a process and decisions made as to where that file goes next.

· Central Server:  If one central server is utilized for transmission of all campus ACH and Positive Pay Files, the following must be considered:

· Performance

· Capacity

· Configuration

· Security

· Transmission method

· Ownership (who “owns” the central box?)   

· Will it be a spark server, unix, server, etc?   

· Will the box be maintained by Unisys or by the CO?

· Whose responsibility will it be to manage the security of this server?     

Action Items:  

· Georgia Forman will meet with George Mansoor, Stephen Schultz and Janice Lim to relay the security/hardware requirements as we know them now

· Georgia Forman will assign development of a Business Process Paper to detail out instructions for file storage, transmission and security.   

8.0 Stops / Voids / Stop Payments

The standard definitions that most banks use are:

· Issue

· Void  (it never was a check)

· Cancel (was a check at one point but is not a legal check anymore – i.e. stale pay checks)   

· Stop (stop payment) on an active issued check

CSU business practice includes the following statuses:

· Stop

· Void

· Escheat


In PeopleSoft, there are currently two options
· Payment Cancellation (three statuses)

· Void

· Stop

· Undo Cancel
 

· Payment Escheated  (three statuses)

· Escheated

· Stale Dated Payment

· Undo Escheatment


Action Item:  Document current definitions and business practices for stop, void, and escheat, then  match our statuses to the bank definitions  How the categories are used will generate different pay statuses with the bank and the bank is going to expect standard definitions.   

Stale Date Cancellations

· Will be a different procedure than what we are doing now.  Currently, when a check moves beyond a stale date, we have to notify the bank to enforce stale dating.  Under the current system, we can write directly on the check “Void after xxx days” and the bank will then not honor it on xxx day plus one.  This can be done account by account, but it will make it much easier if we standardize as much as possible.    

Action Item:  If stale date processing is automated through a “Void after xxx days” statement on the check, the requirements for stale dating each check type needs to be documented and standardized (i.e. Federal Funds, payroll funds, vendor payments).  

Reporting Voids and Cancels (positive pay)

· Phase One:  All voids and cancels of positive pay items will have to be entered manually into the banking system.

· Phase Two:  It will be this group’s responsibility to define if transmission of positive pay voids and cancels can be automatically generated out of PS.

Paid Check Files:  

· The bank keeps the status of payment online for 90 days.  

· Campuses can conduct informal reconciliations on a daily, weekly monthly basis by downloading the paid checks file and reconciling locally against outstanding warrants.  

· Campuses can also request a formal reconciliation bank statement on a CD, including check images.

· Bank PAID check status reports can be requested as often as needed by the campuses for reconciliation purposes but should not be used for “real time” lookup of check status.

· It would not be a good business practice to rely on checking PAID status in PeopleSoft.  Even if importing files from the bank on a daily basis, it would always be out of date.  If utilizing the banking online lookup it will be accurate within 15 minutes.

· There is a fee for taking the file from the bank, but having access to the online system is $20 per month and it makes no difference how many times you look up the information.
Point(s) of Information
· Phase One will deliver an interface to download the bank paid check files into PeopleSoft

· For inquiry purposes for checks <90 days, make it the business practice to go online to look up the check.  For >90 days you go to your CD reconciliation files.

· Minimum reconciliation requirement will be monthly; campuses can determine on their own if they want to purchase additional reconciliations.

9.0 Standardized Check Format

Action Item(s):  

· The Bank will provide a MICR spec sheet and the CO will develop a prototype according to the specs.  Once validated with the bank, the CO will deliver this standard check to all campuses, which will then add their own customizations (optional fields) and revalidate their changes individually with the bank.     

· New blank check stock may need to be ordered, as well as new SIM chips for the signature lines. Vendor for check stock is Applied Graphics – Grover Beach.

Required Fields 

· Issue Date

· Pay Amount*

· MICR Line

· Account Serial Number, Fraction Code

*Point of Information:  Pay Amount has to be the written dollar amount, not the numerical dollar amount - that is what is legal tender and required by law.  Optional Fields  

· Watermark on back

· Campus Logo / Address (basically the top left to top center of check)
Signature Line
The signature line will be individualized for each campus name, not a person’s name, i.e.
· California State University, Office of the Chancellor

· San Diego State University

· California State University, Long Beach

· Checks over 15K will still require a second signature – that will be a real person’s name.   

10.0 Other Payment Methods (in addition to checks)

Wires:  

· Federal vendors under inter agency contracts have to be paid by wire transfer.

· Need to have an AP payment method of wire.  

· ACH of student financial aid refunds through the Student System.  It creates a file – AP disbursement / and a direct deposit.  Then the file goes to the bank, the bank covers it.   File comes from student, loads into AP to get a voucher then during the pay cycle it becomes an ACH warrant to the bank.  

ACH Electronic Transfers

· Vendors want electronic transfer payment

· Campuses want to do all travel and expense reimbursements through ACH’s.

Recommendation:

Will campuses be on their own on how they want to use wire vs. ACH or do we prototype?
· Make this a Phase II implementation.  After the minimum requirements are completed, we come back and look at how best to produce ACHs from within PeopleSoft.  Some future items that could be prototyped include

· Producing vendor ACH files out of PeopleSoft

· Develop a common interface for student payment once all campuses are up on SA

· Campuses should continue to extract their files from their current sources.  For the new bank, the most important thing will be to make sure the source information is in the proper file format and that the new security transmission requirements are followed.   Campuses will be responsible for testing their own ACH files with the Bank.


Action Item:  Develop a functional specification for generating vendor ACH’s. ACH has been deferred.

11.0 Disbursements

At present campuses do not have a fully automated Bank Reconciliation within PeopleSoft.  Campuses do reconcile Disbursements automatically by loading a Paid Checks file from the SCO into PeopleSoft.  PeopleSoft compares the file to checks written by the campus, assigns a reconciled status when they match and notes any exceptions or issues.  However, Deposits/Receipts are reconciled manually. 

Unless you bring all your deposits into AR and record them as transactions rather than journal entries, you cannot reconcile at a line-by-line level.

Reconciliation Practices

Campuses are currently using a variety of methods to reconcile their deposits; all are manual efforts and could benefit from the addition of automated features.   At minimum we should be able to get the disbursement file from the bank and load it back into the AP system to allow PeopleSoft to reconcile it and spit out what does not match (currently have now).

· Bank will be able to break down deposits into codes for (i.e.)

· Internet payments

· Cash

· Check

· Credit Card 

· Additional codes could identify more specific areas, i.e.

· Bookstore

· Cafeteria

· Theatre (etc)

Recommendations

· Phase One:  Offer the same functionality that currently exists (Disbursement Recon).

· Phase Two:  Explore what PS can do to make bank reconciliation easier. PS Bank Management and Treasury may handle this (though we do not currently own it).

Action Item:  Colleen to provide Georgia with a contact at the UC system to find out how they use PS for depository reconciliation. 

12.0 Claims

· In the new world, 95% of funds will go through the trust. Large capital projects are the exception and will be paid directly by the State.  Under the new system, there will be three scenarios:

· Claimable to Trust Fund – Campus Pay

· Claimable to State – State Pay

· Not Applicable

Recommendation

·  Wording and design of functional specification approved.

Action Item:  Need to determine if reimbursements will continue to be processed by submitting Form 218 reimbursement requests to the State, or if a lockbox can be used.  

13.0 Cut off Dates – Phase One Campuses

· Nov 1st 
Need New Revolving Fund (if campus uses Revolving Funds).  Fund the state treasury to make sure you clear the checks you are writing every day.  This has to remain with a balance up until February.

· Jan 30th 
All AP checks cut and processed.  No open liabilities associated to old bank. Run final Claims process. 

· Feb 1st
All disbursements from new bank.

· On the day you go live in your disbursement bank campuses will just have to notify Colleen of how many funds you have to have in the old bank to keep outstanding checks funded.

The Task Force will provide further details about all of the accounting tasks and cutoffs in October.
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