
Minutes of the Financial Standards Advisory Committee (FSAC) Meeting

Westin Los Angeles Airport

February 16, 2005

Attendance

	Campus
	Present
	Absent

	Bakersfield
	Suzanne Muller
	Sharon Taylor

	Channel Islands
	Emily Deakin
	Missy Klep

	Chico
	Michelle Korte
	Patti Salomon

	Dominguez Hills
	Lisa Chavez, Brian Dahm
	Lorena Raymundo, Jenny Pham, Abigail Herrera

	Fresno
	Janice Loo, Ayesha Khan
	Steve Katz

	Fullerton
	
	Cecilia Patz, Lydia Rodriguez, Sherri Newcomb, Mark Lopez, Terri Sharp, Laleh Graylee, Phyllis Miller,

	Hayward
	
	John Abbey, Nyassa Love

	Humboldt
	Karen Suiker, Lori Rudebock
	

	Long Beach
	Kristina Randig
	Shawn McCown, Maria D’Aloisio

	Los Angeles
	Ann Harris, Thomas Leung
	Benjamin Figueroa

	Maritime Academy
	Ken Toet
	Christy Redford

	Monterey Bay
	Bill Musselman
	Susan McFarlane

	Northridge
	Bob Barker, Willie Miranda, Margo Dutton
	

	Pomona
	Joyce Wagar
	Sheryl Adams, Kathryn Barbosa, Brian Jenkins, Faye Hatman

	Sacramento
	Kendal Chaney-Buttleman, Justine Crossno
	Carolyn Pittman, Stacy Hayano, Nancy McCarty

	San Bernardino
	Jerry Monahan
	Carolyn McDermid, Muriel Vita

	San Diego
	Leslie Chase, Lorretta Leavitt
	

	San Francisco
	Bon Bitonio
	Larry Ware

	San Jose
	Evelyn Ribaya
	Paul Siegel, Shawn Bibb

	San Luis Obispo
	Debbie Brothwell
	Scott Cooke, Kimberly Perez, Lorlie Leetham, Rick Ramirez

	San Marcos
	Shirley Brady, Dan Zorn
	

	Sonoma
	
	Brian Orr, Letitia Coate

	Stanislaus
	Julie Benevedes, 


	Becka Paulsen

	Chancellor’s Office
	Richard Fletcher, George Ashkar, Georgia Forman, Alice Yip, David Goodson, Lily Wang, Myeshia Armstrong, Jean Gill, Fyle Cabagnot, Lam Le, Sean Boylan, Sedong John, Sherry Pickering, Rodney Rideau
	Ron Basich, Chris Canfield

	KPMG
	Mark Thomas
	Chris Ray 

	FOA
	
	

	FUG
	
	


1) Introduction and Approval of Minutes:

· George Ashkar brought meeting to order at 9:15 a.m.

· The minutes of November 18th meeting were approved, after correction of typo voiced by Brian Dahm.

· Round table introduction by everyone.

2) Review of FSAC Mission Statement and Sub-Committees’ Roles

An updated mission statement was distributed to each member.  Sedong John explained the changes from the original scope that was on the web.

George Ashkar stated that the function of the FSAC is not to write executive orders (EO), but may interpret them.  Lorretta Leavitt mentioned that the directive from the AVP at San Diego is that FOA sets policies, and FSAC sets standards.  Brian Dahm then indicated that EO 919 crossed over policy into operations.  Debbie Brothwell suggested using FSAC as a resource to review policies and ask FOA to approve them.  Bob Barker appreciated that Dennis Hordyk asks the FOA to help write EO’s.

Georgia Forman will review the FUG charter to make sure it does not contradict with FSAC statement.

AVP’s requested from George, more communications from various groups, and to include them in CO communications to campuses.  FOA currently receives FSAC minutes from the president of FOA.  Better communications to be implemented.  It was agreed that FSAC would share its mission statement with FOA and CABO.  

One area of discussion focused on communicating the consensus to the campus community.  Recommendations from the group include:

· A coded memo to be issued from the Chancellor’s Office.

· Minutes from the FSAC meetings, but lacks stamp of approval from Dennis.

· One place of communication, such as a central manual.

· Financial Standards website.

Another area of discussion was on training.  Suggestions from the group include:

· Standing sub-committee on year-end training.

· Need SAM099 training.

· Year-end training should be year-round training, and not only at year-end.

· FOA used to put on an annual training seminar for the north campuses, and another for the south campuses.

· Training should be somewhere in the FSAC statement.

· Offer a certification program that certifies individuals so they can go out and train.  This program allows experts to do the trainings, rather than volunteers who may not be experts.

· Create sub-committee on training, and look at trainings conducted by other groups to narrow down to what trainings can be provided by FSAC.

· FIRMS and GAAP sub-committee can provide the trainings, rather than a separate training sub-committee.

· Refine the names of the standing sub-committees, such as “Financial Accounting”, and “Financial Reporting”.

Recommendation of changes to the FSAC Scope and Objectives:

· Paragraph 1 – change “business practices” to “financial accounting and reporting practices”.

· Paragraph 2 – add decision-making process, such as by consensus.

· Paragraph 3, bullet 3 – strike “FRS & PeopleSoft” tables and change to “Systemwide Attribute” tables.

· Add a statement about FUG as it relates to FSAC mission.

· Add review, modify, and update existing procedures as part of FSAC mission.  Subcommittee would decide which existing procedures take precedence.

· Add flowchart to decision-making process.  Define what should and should not go to FOA.

· Change quarterly meetings to every other month, either via teleconference or in person.

· Add third standing sub-committee on year-end training.

It was suggested that suggestions be continued by e-mail.

The goal is to have the mission statement finalized at the next meeting.

3) Shortening the Time for Legal and GAAP Reporting
George announced the early legal closing of July 15th, mandatory for CO, and voluntary for campuses in FY 04/05, and mandatory for all in FY05/06.  This requirement is in light of the deadlines imposed on CSU by the SCO.

Mark Thomas spoke to the June 30, 2004 audit process saying that it was successful, and the BOT received the financial statements on time.  MD&A’s were much better and over the top.  Campus staffs, though, were stretched with 8.4.  Mark went on to point out why the UC is able to issue its financial statement earlier.  The UC issues one report, it only has 10 Auxiliaries, and Foundations only hold money.  The CSU, on the other hand, is subject to assembly bill that requires at least 10 campuses to issue stand-alone financial statements each year.

Mark Thomas asked campuses to provide feedback on the process that slowed down the audit.  Below is the feedback from campuses, and suggested improvements from Mark Thomas:

· Provide materiality level to each campus prior to audit fieldwork.

· Rotate campuses to increase scope.

· Improve communication between KPMG and campuses, KPMG and CO, and CO and campuses, such as KPMG partners will meet with CO Financial Officers every two weeks to provide status of each campus.

· Streamline fluctuation analysis.

· Anticipate turnover at both campuses and KPMG.

· Better information technology (IT) audit.

· Complete reporting package at start of fieldwork.

· Process to complete fieldwork after auditors leaves the field.

· Perform internal control (IC) test work in advance (need to provide list of items to campuses to survey which campuses prefer advance IC performed).

· Better understanding of the review process for both the reporting package and stand-alone F/S.

· Manager’s review completed during fieldwork.

· Minimize the number of reporting package template versions.

· Reduce detail test work through the IT testing process.
· Prevent requesting duplicate supporting schedules.
· Better communication on changes to the reporting package.
· Better guidance on elimination column on the reporting package.
· Risk Pool pass down entry be part of stand-alone, and not pass down for reporting package.  This will assist in prompt completion of reporting package.
· Timing to start and finish the audit better.  This includes reporting package, systemwide financial statements, and stand-alone financial statements.

Mark suggested that campuses could do a hard close and make large estimates; Bank of America does this to close quickly.  However, campuses indicated that the current budget process that affects the departments prevents a hard close.  Debbie suggested that it’s a mindset, because campuses can adjust the budget rollforward next year.  But, some departments insist that the invoices are paid in the current year.  Mark did point out that the hard close includes material estimates.  

Bob Barker asked if there were improvements in Aux Orgs financial statements?  George stated yes and no.  The problems were changed.  Although less # of Aux Orgs with problems, but the problems were more severe.  George suggested additional requirements on choosing firms.  

Campuses voiced their concern on moving up the deadlines:  CMS is taking a lot of time and the time of the individuals who also perform GAAP.  Moving up the deadline may create turnovers, which may create additional problems.  With that, Sedong went on to state that for FY05/06, the reporting package deadline will be 10/1, and the auxiliary deadline will be 9/20.  Will need to notify AOA of change in F/S deadline.

Update on FIRMS Edits

Rick Fletcher confirmed that edits will be implemented by 3rd quarter, and to call if campuses have any questions.  Sedong reminded the campuses that the edits to be automated are not new edits; rather they’ve been performed manually, and to please clear the edits timely.  If CO continues to see repeated errors or warnings not being corrected in quarterly submissions, they will require campuses to resubmit the data with the correction in the following month, rather than waiting until year-end.  Some warnings will be changed to errors in 3rd quarter, such as due from/due to within the same state fund, and transfers in/transfers out within the same state fund.  Brian Dahm asked why within same fund is an error, and between funds are warnings?  Lorretta Leavitt thought there was a 6 months notice, but is a proponent of the errors vs. warnings.  George asked for a vote:  Voting results are to leave due from/due to and transfers as warnings until year-end this year and then make them errors throughout the year in the future.  Lorretta asked for using monthly periods in addition to the current quarterly submission for the campuses’ benefit for comparison purposes.  The monthly files would not be loaded, just run through the edit process.  Consensus of group to create monthly periods for monthly edits.

Other Issues

PFA - There is a new PFA process coming, which Jean Gill is coordinating with the SCO.  CO is to resend approved master PFA out to the campuses.  Jean provided history, where we are, and where we’re going.  Currently, the SCO expects the PFA to have a credit to the General Fund.  Some campuses have found some work around.  Long-term goal is to find permanent solution.  The form looks the same, but if it’s transfer, must site differently authority.  

Claims schedule issues - SCO made a visit to Sonoma.  SCO is planning to visit Long Beach on March 3rd.  CO asked for a grace period for the issues cited until a resolution.  The immediate goal is to have the claims paid, which the SCO has done.  As long as the problem relates to the issues being addressed (travel advance, and zero check), they will pay the claims.  Preliminary info from SCO is that they will ask us to make modification.  Georgia Forman suggested that rather than modification, we may have to change our practice.

CERF Reserves - Handout distributed regarding “New FIRMS Codes to designate reserve accounts”.  New FIRMS Reserves:  to allow the CERF program to be able to report what the reserves are being retained for.  Sean Boylan indicated that instruction will follow on how to use the new reserve object codes.  Bob asked if campuses aware of these object codes?  Sean stated that they were the ones requested them.  Sedong and Sean went over the reclassification to posting the entries from the handout.  Consensus is to not push entries through the P&L, record direct entries at the balance sheet level.  Need to revisit this issue.  Lily Wang added from an accounting standpoint, it is not a good practice to post entries directly into fund balance/retained earnings.  Should only be posted by system for closing rev/exp. 

Will cover the last two bullet points on the agenda #7 at next meeting.

Next Meeting Date

April, following FOA conference.
Meeting adjourned at 4:15 p.m.
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