DRAFT


Minutes of the Financial Standards Advisory Committee (FSAC) Meeting

Hyatt Regency Hotel / Chancellor’s Office
October 25-26, 2007

Attendance

	Campus
	Present



	Bakersfield
	Michelle Mills, Suzanne Muller

	Channel Islands
	Maribeth Bradberry, Emily Deakin, Missy Klep,

	Chico
	Stacie Corona, Dave Foreman, Michelle Korte,

	Dominguez Hills
	Lisa Chavez, Karen Wall

	East Bay
	Kris Erway, Luyassa Love, Jayme Truong, James Villamora,

	Fresno
	Chris Robinson

	Fullerton
	Connie Burns,

	Humboldt
	Lynne Sandstrom, Ben Hylton

	Long Beach
	Patty Fletcher, Magdalene Wang, Christine Welch,

	Los Angeles
	Tomas Leung, Ann Harris, John Tcheng, Santos Mae, 

	Maritime Academy
	Susan Foft, Stephen Mastro, Ken Toet

	Monterey Bay
	Susan McFarlane, Bill Musselman, Cathy Rank

	Northridge
	Robert Barker, Marco Dutton,

	Pomona
	Brenda Burns, Mark Lopez, Candace Marriot, Al Viteri

	Sacramento
	Kendal Chaney, Debra Deakin, Justine Heartt

	San Bernardino
	Deletta Anderson, Matias Farre, Davina Lindsey, Bob Wilson

	San Diego
	Lorretta Leavitt, Crystal Little, Dana McCoy, Ray Rainer

	San Francisco
	Miriam Perlson-Cohn, Agnes Wong,

	San Jose
	Becka Paulsen, Cynthia Haliasz, Evelyn Ribaya,

	San Luis Obispo
	Victor Brancart, Debbie Brothwell, Lorlie Leetham, Kimberly Perez, Rick Ramirez

	San Marcos
	

	Sonoma
	David Crozier,

	Stanislaus
	

	Chancellor’s Office
	George Ashkar, Chris Canfield, Ben Cheng, Colleen Nickles, Colleen Coyne, Ted Dang, Sedong John, Alice Kim, Lily Wang, Sherry Pickering, Sylvia Olivas, Lilian Audet, Le Thoa, Alice Ong, Kathy Skara, Brenda Sum, Muriel Vita,  


Day 1 (Oct 25th, 2007) at Hyatt Regency Hotel
George called the meeting to order at 1:15 pm on Oct 25th 2007.  

Introduction –  George Ashkar
The Revenue Management Program (RMP) has incurred a number of changes in accounting and budget processes for campuses this year (2007-08).  George stated that the purpose of this FSAC meeting was to address issues or concerns about the changes raised by campuses during the RMP training on Oct 24th and 25th.  By the end of the two day FSAC meeting, the group will come up with a checklist of issues / decisions to prioritize the changes, determine the timeline of implementation of those decisions, draw a decision tree to provide step by step guidelines for the campuses, and setup checkpoints to monitor the progress throughout the year.
1. Investment earnings:  How to track interest earnings accumulated in CSU fund 485 over years?  How to define capital programs and what can be transferred to CSU fund 491 from CSU fund 485 to fund capital programs?  Can the existing interest earnings in CSU fund 499 be moved to CSU fund 485?  
Conclusion:  
After almost one and a half hours of discussion, the group decided to setup a new separate FNAT Key (and a new PeopleSoft fund) for tracking accumulated interest earnings balance in CSU fund 485.  The group also decided to use the same separate FNAT Key to track interest payback to the State.  Sedong John then asked whether the costs for banking services from Wells Fargo and the Chancellor’s office charges should use the same FNAT Key for tracking.  Lily Wang said it is not necessary but she will confirm with KPMG later.

Moreover, the group asked for a definition of capital programs included in CSU fund 491.  George said a further definition is needed.  However, the group has concurred that only interest earnings which are identified for designated capital programs can be transferred to CSU fund 491.  Interest earnings not identified yet for funding capital programs should be kept in CSU fund 485 until they can be identified or designated to fund capital programs.  
The following is a quick example of how to record interest earnings in CSU fund 485 provided by Lily Wang:











DR / <CR>
Net Interest earning from fund 541 (net of bank and other charges)
<XXX>

Charges for the State payback of investment earnings  
  
  
  XXX

One time transfer-in of existing interest earnings from CSU fund 499 
<XXX>

Transfer-out to CSU fund 491 for designated capital programs

  XXX

Ending Balance      






 <XXX>
After the break, the group has requested to prioritize what items are needed to be discussed for the rest of today and tomorrow’s meetings and asked to defer some issues / decisions to next year (2008-09).  George said it is a good idea to gather and prioritize a list of decisions and determine the timeline on the 2nd day.  This list would include decisions to be acted both in current year (2007-08) and next year (2008-09).  The group finally came up with a list of 24 decisions.  For details, please refer to the appendix “RMP decisions”.
2. Should CSU fund 541 be limited for holding investment earnings from systemwide investment fund (SWIFT) only? Or can interest earnings from Surplus Money Investment Fund (SMIF) be included in CSU fund 541 also? Should a unique object code be used to move earnings in and out of CSU 541?  

Conclusion:
The group has concurred that a unique object code 508001 should be used to move investment earnings between CSU funds.  For SMIF interest earnings, the group has decided it is the campus choice of which CSU fund in SCO fund 0948 to record the interest earnings from SMIF (can be 541).  The Chancellor’s office (CO) instead will provide the SCO fund level information (0948) and indicate where it is earned from in the AD NOAT.

3. Where to record the reimbursement for commercial papers financing?

Conclusion:
Currently, recording reimbursement for commercial papers financing is not standardized across campuses.  The reimbursement has been recorded in SCO fund 0948, but in various CSU funds within 0948 by different campuses.   The group has tried to find a standardized CSU fund to record the reimbursement, and then decided to table it as  an action item in the future. 
The following is a list of campuses which have reimbursement for commercial papers financing during last 2 years:
Bakersfield

Dominguez Hills

East Bay
Fullerton

Humboldt

Monterey bay

Sacramento

San Bernardino

San Francisco

San Marcos

Stanislaus
4. For write off, old balances over $1,000 requires State approval according to the existing procedure. Do campuses still need to follow the same procedure after RMP since now are in operating trust fund instead of general fund?  Should CSU (the campuses) have the right to write off the old balance by their own?
Conclusion:
The group has decided that a procedure related to write off is needed and it should be addressed through Executive Order 1000.

George stopped the meeting at 4:30pm on Oct 25th 2007 and called the meeting to continue on Oct 26th at the Chancellor’s Office.

Day 2 (Oct 26th, 2007) at Chancellor’s Office
George reconvened the meeting at 8:35am on Oct 26th 2007.

Recap from yesterday meeting –  George Ashkar

George started the meeting by referring back to the 24 decisions that were recorded yesterday on Oct 25th.  Among the 24 decisions, George said the most important issues that needed to be resolved sooner than later were the reclassifications of activities in CSU fund 496.  The group concurred.
5. Reclassifications of activities in CSU fund 496

Conclusion:

Below are discussions related to a cleanup of CSU fund 496:

A. Continuing Education (CERF) reimbursement (such as open university fees) recorded in CSU fund 496:  

CERF reimbursement should be moved to either the Continuing Education Revenue Fund (CSU fund 441) or the operating trust fund (CSU fund 485).  Debbie Brothwell referred to Executive Order no. 805 for details.

B. New CSU transfer object codes:

The new CSU transfer object codes have been created already for CSU funds in SCO fund 0948.  The object name field identifies which CSU fund the object code is referring to.  However, the group has requested that the CSU fund number should be included in the object code values (the last 3 digits) because it is not convenient for them to lookup the object name field in PeopleSoft.  Sedong John has addressed this issue and agreed to create new object codes that incorporate the CSU fund numbers and mentioned that a programming change is needed in order to include the CSU fund value (last 3 digits) in the object codes for intra and inter agency transfer in/out and due to / due from object codes.  After confirming with Richard Fletcher at the Chancellor’s Office, a programmer will be arranged to work on this request starting next Tuesday (Oct 30th 2007).  The revised new CSU transfer object codes will be available by the end of next week (Nov 3rd, 2007).  

C. Escheat checks recorded in CSU fund 496:

Instead of CSU fund 496, escheat checks should be recorded in the private-purposed trust fund, or against liability of original funds.  The group has decided that a confirmation to the legal requirements is needed and it may change the decision.  

D. Financial aid clearing balance in CSU fund 496:

The group has asked whether financial aid clearing balance should be recorded in CSU fund 485 or CSU fund 496.  Since the financial aid clearing balance usually involves balance sheet accounts only and it is merely a timing difference, to avoid massive explanation of large fluctuations in CSU fund 485, some campuses preferred recording it in CSU fund 496.  After the discussion, the group has decided that either one is allowed.  General consent of the group is to record it in CSU fund 485.

6. Methodology developed by six campuses to estimate beginning net assets categories by CSU fund 

Conclusion:

The group has asked for a demonstration of the methodology developed by the six campuses (Channel Islands, Fresno, San Francisco, Long Beach, Pomona and Sonoma) to estimate the beginning balance (2007-08) for unrestricted net assets categories by CSU fund.  The steering committee has decided to setup a one day session in the future to go over the details with the six campuses.  Moreover, the representatives from the Financial Users Group (FUG) suggested that the GAAP derivation process can be modified in PeopleSoft by adding CSU fund attribute to PS fund using the class field in the GAAP ledger for both unrestricted and restricted net assets categories.  As a result, the class field can be populated in CSU fund value for all activities.   The group also suggested a combo edit should be added to validate this change in the GAAP ledger.

7. Decision list prioritization 

Conclusion:

After the break, the group has gone through the 24 decision list and determined that three decisions may be deferred to the beginning of next year 08/09 (1st Quarter):
1. Reimbursed activities
2. Unrestricted/restricted (CSU fund 431 and 432)

3. Augmented Health Services (AHS) recorded in CSU fund 485.  A new object code for both revenues and expenses by fund source and a separated FNAT Key (new PS fund) may be needed for this decision.  
The decision list prioritization is summarized in the appendix “RMP decisions”.

8. RMP Impact to Budget processes – elimination of additional income within the CSU Operating fund (485) and how related expenditures be prorated down
Conclusion:

How to eliminate additional incomes and expenditures for budget within CSU fund 485 such as open university fees recorded in the CERF (CSU fund 441) and transferred to CSU fund 485 under the new rule will be addressed by the systemwide budget group in later teleconference (a week before Thanksgiving).  

9. Campus Service Provider activity within Reimbursed Activity 
Conclusion:

Debbie Brothwell said Campus Service Provider activity within Reimbursed Activity will be effective 7/1/08.
George wrapped up the meeting by announcing a follow-up conference call for drawing a decision tree and updating the status of the decision list by an FSAC RMP core group - to be selected.

George closed the meeting at 12pm on Oct 26th, 2007.

Appendix – RMP decisions

Revenue Management Program 
FOA Steering Committee

September, 2007

Decision in order of Discussion

1. Move activity in CSU Fund 496 – Miscellaneous Trust related to student study abroad to CSU Fund 464 – International Programs 
· Complete by 06/30/2008, action item for campus, systemwide training
2. Move activity in CSU Fund 496 – Miscellaneous Trust related to student fees to CSU Fund 485 – CSU Operating Fund – except student study abroad programs (#1) 
· Complete by 06/30/2008, action item for campus, systemwide training 

3. Move activity in CSU Fund 496 – Miscellaneous Trust related to Campus Service Providers (chargebacks) to NEW  CSU Fund 543 – Campus Service Providers mapped to CSU Fund Type – Internal Service Fund 
· Complete by 06/30/2008, action item for campus, systemwide training
4. Cost recovery income based on the Campus Cost Recovery Business Plan from internal sources will be recorded in a new FIRMS object code – 580094 non-operating revenue.  Income from external source will be recorded in FIRMS object code – 580095 non-operating revenue Auxiliaries. 
· Complete by 06/30/2008, action item for campus, systemwide training
5. Financial Service areas overhead will be defined as Business Service and will be recorded in CSU Fund 496 – Miscellaneous Trust 
· Information item only
6. Move activity in CSU Fund 496 – Miscellaneous Trust related to Capital Project Management to New CSU Fund 542 – Capital Project Management 
· Complete by 06/30/2008, action item for campus, systemwide training
7. IDC received from Federal Grants – portion required to fund activity within CSU Fund 485 will be recorded in 485, the balance will be recorded in CSU Fund 465 –  Grants and Contracts 
· Systemwide decision complete by 06/30/2008, action item for campus, systemwide training
8. Augmented Health Services will be recorded in CSU Fund 485 – CSU Operating Fund. (Need to review EO 943) 
· Possible deferral – possible new FNAT/Object

9. Interest Earnings in CSU Fund 485 can be used to fund capital projects.  When interest earnings are used to fund capital projects they will be transferred out of CSU fund 485 and transferred in to CSU Fund 491 – Special Projects.  The amount transferred out to the special projects fund cannot exceed the total interest earnings record in CSU Fund 485. A new FNAT key in CSU fund 485 will be established to track the remaining balance of interest earnings that could be transferred out to 491 for capital projects. 
· Complete by 06/30/2008, action item for campus
10. A new CSU fund will be established to record both the campus revolving fund (CSU fund 499 re-named) and the campus pooled investment activity (CSU fund 541).  This activity s/b zero at year end as these funds are due to or from another fund.  This new CSU fund will be classified as a “memo” type fund.  In additions, the charges related to investment activity will be recorded as follows:  Costs for banking services from Wells Fargo (FIRMS object code 660046), and the Chancellor’s Office charges (FIRMS object code 660047) will be covered from interest earnings prior to the campus allocation to all funds.  The charges for the SCO audit of the CSU Operating Fund and the campus share of the 5 million pay back will be charged directly to the CSU Operating Fund 485 (which also receives its share of interest earnings). New FIRMS object code (660048 – Interest Payback to the State) will be established for this activity, this object code will only be recorded in the new FNAT key. 
· Complete by 06/30/2008, action item for campus
11. In order to better classify restricted and unrestricted activity related to Scholarships and Grants, CSU Fund 431 will be reclassified as “unrestricted Scholarships and Grants” and CSU Fund 432 will be reclassified to “Restricted Scholarships and Grants” 
· Possible deferral
12. CSU Fund 463 – Instructionally Related Activities will remain as is.  However, it’s classification based on EO 1000 will be the “D” type of Enterprise (the one the truck goes thru) 
· Information item
13. CSU Fund 467 – Student Fees will be eliminated.  All activity will be moved to an appropriate CSU Fund based on its activity.  Most will be in CSU Fund 485 – likely. 
· Complete by 06/30/2008, action item for campus, systemwide training

14. Campuses will now be recording additional income within the CSU Operating Fund.  For example, Cost Recovery and transfers in.  Rodney will eliminate this activity as sources when determining the prior year expenditures for budget allocation purposes. Expenditures will be prorated down in proportion to the eliminated revenues to level the playing field for all campuses. 
· Information item with further instructions from the Systemwide Budget Office

15. Transfer in of funds to the CSU Operating Fund will meet 2 criteria – Can not identify the unique expenditure and the funds will supplement an EXISTING program.  Examples: CERF Open University, IRA – Athletics, and Lottery – Discretionary.  Note:  CSU fund 485 has the most stringent rules on the use of funds. 
· Systemwide training item
16. Federal Admin Allowance will be expended from the appropriate CSU Fund and therefore recorded as revenue to CSU Fund 485 – Additional work is needed on the journal entry to bring this in to CSU fund 485. 
· Systemwide decision complete by 06/30/2008, action item for campus, systemwide training
17. The Budget Submission (Record type 02) will include ONLY those revenue types included in the CSU Final Budget Allocation received from Budget Planning at the CO unless otherwise stipulated in the instructions. 
· Information item
18. The Budget Submission (Record type 02) will only include the following funds (until instructed otherwise in the annual instructions from the CO) – CSU Operating Fund, Housing, Parking, Lottery, CERF and required auxiliaries
· Information item
19.  CSU Fund 465 – Federal Grants and Contracts will me modified so that the attribute for the Net Asset category is Restricted Expense - Other (it is currently unrestricted and many funds have the GAAP Override).  This change should happen before campuses have to derive GAAP for the first time in 07-08 which is prior to the final GAAP reporting package. 
· Coordinated on a Systemwide basis information item
20. A new series of FIRMS Object Codes will be created to define Transfers in/out and Due To/From for both Inter and Intra transfers between the CSU Funds within state fund 0948.  These new accounts will include the new CSU Funds established in these decisions. 
· Complete by 06/30/2008, action item for CO’s SFSR.  Information item for campus

21. It is recommended that the CSU modify its GAAP process to be recorded and maintained at the CSU Fund Level.   Campuses need to have a clear understanding of their campus activity as it related to GAAP. 
· Derivation. Systemwide/FUG action needed
22. It is recommended that the CSU re-evaluate the restricted and unrestricted classification – considering the ‘constitutional or enabling’ definition 
· Systemwide action needed.  Further discussion with KPMG.
23. In order to facilitate and more timely year end close and not have to estimate interest earnings, the CSU will define its quarter for interest earnings as: 1st Qtr = June, July and August, 2nd Qtr = Sept, Oct and November, 3rd Qtr = December, January and February and 4th Qtr = March, April and May.  The 2007-2008 implementation year will result in various campuses having interest earning for less than or greater than 12 months depending on their campus process in 2006-2007.  The CO will provide the information by month and the June information will be available by July 20th in order to make a timely GAAP adjustment. 
· Information item.  Request Timeline.
24. The CSU FIRMS Object Codes that define the legal basis year end reserves will be renamed as: Reserves, Designations and Undesignated to better align with proper accounting definitions.  Encumbrance will be recorded in Reserves, the amount being held centrally for a particular purpose or being re-allocated to dept will be classified as designated and the amount for which the university has no specific plan will be undesignated. 
· Information item for year-end training.
�Sedong, I don’t recall what you asked, but I don’t think this is it.
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