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Final Implementation Topic: CERF Deficit
Last Updated Date: 1.17.2008



I. Objectives
The “Carry-forward Fund Policy” adopted by Executive Council on August 28, 2007 addresses carry forward balances for self-supporting activities including the Continuing Education Revenue Fund.  Carry forward balances are limited to no more than six months of actual CERF operating expenditures, with guidance provided for campuses wishing to maintain a balance in excess of that amount.
Because CERF is a self-supporting activity, deficit carry-forward balances are not permitted.  Rates for CERF activities are expected to be set at levels sufficient to meet operating demands, and in the event a campus does have a year-end overall deficit balance in CERF, then a loan from another self-supporting activity on the campus (i.e. Parking) must be made to CERF to eliminate the deficit balance.”
II. Procedure Summary
In any given year, expenditures may exceed revenues.  This would typically occur when carry-forward balances (reserves) are expended in a subsequent year based on the business plan for the activity.  In a year where CERF has no reserve balance and expenditures exceed revenues, the result is an overall deficit balance.  In this case, a loan must be made from another self-supporting activity on the campus.  The loan will not affect the fund balance, but will increase cash and create a liability for CERF.  Since the loan will be booked at June 30, there will be no accrued interest.
A loan document should be created to specify the terms of the loan including interest.  
Assuming a loan to CERF from Parking, following are sample journal entries.
	FUND
	ACCOUNT
	ACCT DESCR
	DEBIT
	CREDIT
	DESCRIPTION

	Entry to record loan at June 30:
	 
	 
	 

	CERF
	108090
	Investments-Other
	100,000 
	 
	Loan from Parking Fund to cover CERF overall deficit for 07-08.

	CERF
	230472
	Due to CSU 472 -TF Pkg Rev Fd-Parking Fees
	 
	100,000 
	Loan from Parking Fund to cover CERF overall deficit for 07-08.

	PARKING
	130441
	Due from CSU 441 -TF CERF Extended Education
	100,000 
	 
	Loan from Parking Fund to cover CERF overall deficit for 07-08.

	PARKING
	108090
	Investments-Other
	 
	100,000 
	Loan from Parking Fund to cover CERF overall deficit for 07-08.

	
	
	
	
	
	

	Entry to record payback of loan next FY:
	
	
	

	CERF
	230472
	Due to CSU 472 -TF Pkg Rev Fd-Parking Fees
	100,000 
	 
	Loan from Parking Fund to cover CERF overall deficit for 07-08.

	CERF
	508001
	Income from External Investments
	500 
	 
	Interest adjustment for loan from Parking Fund to cover CERF overall deficit for 07-08

	CERF
	108090
	Investments-Other
	 
	100,500 
	Loan from Parking Fund to cover CERF overall deficit for 07-08.

	PARKING
	108090
	Investments-Other
	100,500 
	 
	Loan from Parking Fund to cover CERF overall deficit for 07-08.

	PARKING
	130441
	Due from CSU 441 -TF CERF Extended Education
	 
	100,000 
	Loan from Parking Fund to cover CERF overall deficit for 07-08.

	PARKING
	508001
	Income from External Investments
	 
	500 
	Interest adjustment for loan from Parking Fund to cover CERF overall deficit for 07-08


III. Responsibilities 

Each campus president is responsible for the financial as well as academic aspects of the self-supporting instructional programs operated by the campus through the Continuing Education Revenue Fund or local trust accounts.  Presidential authority and accountability for the administration of extended education self-support funds shall be governed by the provisions of Executive Order No. 648 Delegation of Fiscal Authority and Responsibility.  (Subsequently superseded by Executive Order No. 1000 Delegation of Fiscal Authority and Responsibility.)
CERF course fees should be evaluated on an on-going basis to assure revenues cover all costs, both direct and indirect.  In the year(s) subsequent to an overall deficit in a CERF program, the course fees should also include sufficient revenue to cover the cost of the loan (both principal and interest.)

IV. GAAP Impact

N/A
V. References
Memorandum from Richard P. West, Executive Vice Chancellor and CFO, CSU and Gary W. Reichard, Executive Vice Chancellor and CAO, CSU to CSU Presidents dated August 31, 2007
Revenue Management Program Training Materials

· Carry-forward Fund Policy adopted by Executive Council on August 28, 2007

· Executive Order No. 648 Delegation of Fiscal Authority and Responsibility.  (Subsequently superseded by Executive Order No. 1000 Delegation of Fiscal Authority and Responsibility.)
http://www.calstate.edu/BF/rmp/rmp_oct07_train.shtml
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