
Minutes of the Financial Standards Advisory Committee (FSAC) Meeting

August 1, 2001

LAX Crowne Plaza

1. Attendance

	
	Campus
	Present
	Absent

	1. 
	Bakersfield
	Suzanne Muller
	

	2. 
	Channel Islands
	
	Leah Campbell Kirklin

	3. 
	Chico
	Michelle Korte, Patti Solomon
	

	4. 
	Dominguez Hills
	
	Brian Dahm

	5. 
	Fresno
	Steve Katz
	

	6. 
	Fullerton
	Flora Farzad
	

	7. 
	Hayward
	Neal Hoss
	

	8. 
	Humboldt
	Donna Sorenson
	

	9. 
	Long Beach
	
	Shawn McCown

	10. 
	Los Angeles
	Thomas Leung
	

	11. 
	Maritime Academy
	
	Jill Johns

	12. 
	Monterey Bay
	Bill Jump
	

	13. 
	Northridge
	Robert Barker, Willie Miranda
	

	14. 
	Pomona
	Joyce Wagar
	

	15. 
	Sacramento
	Justine Crossno
	

	16. 
	San Bernardino
	C.A. Stanley (for SB Foundation)
	

	17. 
	San Diego
	Leslie Chase, Lorretta Leavitt
	

	18. 
	San Francisco
	Jim Van Ness
	

	19. 
	San Jose
	Shawn Bibb
	

	20. 
	San Luis Obispo
	Bob Dignan
	

	21. 
	San Marcos
	
	Richard Loucks

	22. 
	Sonoma
	Brian Orr
	

	23. 
	Stanislaus
	Jim Phillips
	

	24. 
	Chancellor’s Office
	Laleh Graylee, Katherine Hughes, Sedong John, Susan Koch, Bill Musselman, Cecilia Patz, Ruth Stipp 
	

	25. 
	KPMG
	Kristan Livingston and Mark Thomas
	

	26. 
	FOA
	Robert Barker
	


2. Discussion

A. General

· Laleh Graylee opened the discussion as the FSAC chair.

· The minutes of the 06/06/2001 meeting were approved except for some errors in attendance, which will be corrected before posting on the web.

B. Update on GASB 37 and 38 by KPMG

· Mark Thomas gave an update on GASB statements 37 and 38 as they relate to GASB 34/35 implementation.  These two statements are effective concurrently with GASB 34/35 implementation.

· GASB 37 (Reporting Model Omnibus) contains clarifications and changes of certain provisions in GASB 34/35 including the following:

· MD&A should include only information related to the required topics in GASB 34 (¶¶ 4&5)

· Eliminates the requirement to include construction period interest in the cost of capital assets.  It can still be included if the information is available. (¶¶ 6&7)

· Clarifies the definition of a segment for purposes of segment reporting, referring to the revision of ¶ 39b, footnote c, which suggests that, in the higher education setting, the segment may be defined as higher education rather than the secondary segments of housing, student unions, etc. (¶ 17).  It also clarifies that segment reporting is required only if the bond indenture or similar documents require the separate reporting of all of the following:  revenues, expenses, gains, losses, assets, and liabilities.  If the interpretation of the clarification of the segment reporting requirements in GASB 37 is correct, it will greatly simplify segment reporting in the CSU financial statements.  KPMG is further researching the subject before they can state conclusively.

· Amends and clarifies GASB 21, Accounting for Escheat Property, in line with GASB 34.

· GASB 38 (Note Disclosures) reexamines the existing footnote requirements in the context of GASB 34/35.

· “Certain information may be presented either on the face of the financial statements or in the notes to the financial statements.  Disclosure in the notes to the financial statements is needed only when the information required to be disclosed is not displayed on the face of the financial statements”. (¶ 5)

· “The notes to the financial statements should not be cluttered with unnecessary and immaterial disclosures.  Attendant circumstances and materiality must be considered in assessing the propriety of the notes to the financial statements disclosures”. (NCGA Interpretation 6)

· Debt service requirements to maturity should include principal and interest to maturity, presented separately, for each of the 5 subsequent fiscal years, and in five-year increments thereafter. (¶¶ 10 & 11)  The same requirements also apply to capital and non-cancelable operating leases.

· Required disclosures now include presenting the details of short-term debt activity during the year, even if no short-term debt is outstanding at fiscal year end (e.g., anticipation notes, line of credit, etc.) (¶ 12)

· When significant receivables or payables have been obscured by aggregation on the Statement of Net Assets, the details of the receivables or payables should be provided in the note disclosure.  In addition, significant receivables not expected to be collected within one year of the financial statement date should be disclosed. (¶ 13)

C. GASB 34/35 implementation

(a) Financial Reporting Model (chaired by Brian Dahm)

· Laleh Graylee went over the status report of Financial Reporting Model team on behalf of Brian Dahm.

· The templates for the three basic financial statements were agreed on by the project team, and the 1999/2000 financial data were recast in the new format by Chico.

· Questions were raised again at the FSAC meeting regarding whether some near-cash assets (i.e., SMIF, LAIF, and Met West) should be classified as Cash and Cash Equivalents or Investments.  According to KPMG, under GASB 9, these assets meet the definition of Cash and Cash Equivalents and are also given the option of being classified as Investments by management election.  CSU historically elected to report them as Investments.  Although GASB 34/35 do not require change in classification of these assets, the classification question was revisited during the discussion of GASB 34/35 implementation, primarily because of the practicality of preparing the newly required Statement of Cash Flows.  Since no consensus was reached at the FSAC meeting, the issue will be elevated to EVC Richard West.  Laleh Graylee requested KPMG to write a summary of the issue for consideration by Richard West.  

· In preparing the Statement of Cash Flows, it is easier to start with the accrual basis data than the legal basis data in order to complete the reconciliation part between the operating income in the Statement of Revenues, Expenses, and Changes in Net Assets and net cash flow from operating activities in the Statement of Cash Flows.

· Since natural classifications are used in the Statement of Cash Flows, GAAP adjustments will need to be made by FIRMS object as well as FIRMS program.

· The following items still need to be resolved:

· Develop a process for separating liabilities (e.g., accrued compensated absences, self insurance claims liability, etc.) into current and non-current portions

· A reminder to the campuses of the need to compute the accumulated depreciation as 6/30/2001 for restatement of net assets balance.

· Decide on how auxiliary organizations will be presented where there are both FASB and GASB organizations.  A separate column will probably be needed for each type of auxiliary organizations.

(b) Segment Reporting (chaired by Cecilia Patz)

· KPMG is further researching GASB 37, which may impact segment reporting.

· The project team will document the procedures and draft a reporting package of requirements needed to prepare revenue bond financial statements.

(c) Auxiliary Organization Reporting (chaired by Ellene Gibbs)

· Auxiliary organization contacts were identified for GASB 34/35 implementation, and a letter was sent out by the chair to the contacts with an outline of the process and an update on the issues as they relate to auxiliary organizations.

· The project team will draft a guidance and develop a reporting package for auxiliary organizations.

(d) MD&A (chaired by Bill Musselman)

· The project team will complete its work to provide a check list of what should be included in MD&A as well as a sample MD&A.

(e) Capital Assets & Infrastructure (delegated to Bill Musselman by Brad Wells)

· It has been decided that straight-line depreciation will be used for all assets.

· Standard useful lives and capitalization policy will be defined by next FSAC meeting.

· No decision has been made regarding whether or not CSU is going to componentize assets.

(f) Education (chaired by Ruth Stipp)

· Additional training will be scheduled around February 2002.

· A revised GAAP reporting manual will also be provided before the year-end.

3. Next meeting

· The next meeting will be an in-person meeting at the Lax Crowne Plaza on 10/10/2001.
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