
Financial Standards Advisory Committee (FSAC) Meeting

December 4, 2003

Crowne Plaza - Los Angeles Airport

Minutes 

Attendance

	Campus
	Present
	Absent

	Bakersfield
	
	Suzanne Muller

	Channel Islands
	Missy Klep
	

	Chico
	Michelle Korte, Patti Salomon
	

	Dominguez Hills
	Cecilia Patz
	

	Fresno
	Janice Loo
	

	Fullerton
	Laleh Graylee, Mark Lopez, Lydia Rodriguez, Terri Sharp
	

	Hayward
	
	

	Humboldt
	Donna Sorensen, Lori Rudebock
	

	Long Beach
	Shawn McCown, Maria D’Aloisio
	

	Los Angeles
	Thomas Leung
	

	Maritime Academy
	Ken Toet, Christy Redford
	

	Monterey Bay
	Susan Koch
	

	Northridge
	Robert Barker, Willie Miranda
	

	Pomona
	Joyce Wagar, Faye Hatman, Sheryl Adams
	

	Sacramento
	Carolyn Pittman, Stacy Hayano, Kendal Chaney-Buttleman
	

	San Bernardino
	Carolyn McDermid
	

	San Diego
	Leslie Chase
	

	San Francisco
	Jim Van Ness
	

	San Jose
	
	Shawn Bibb

	San Luis Obispo
	Debbie Brothwell, Lorlie Leetham, Denise Fritz
	

	San Marcos
	Shirley Brady, Dan Zorn
	

	Sonoma
	Brian Orr, Letitia Coate
	

	Stanislaus
	Julie Benevedes
	

	Chancellor’s Office
	William Musselman, Georgia Foreman, Ron Basich, Sedong John, Chris Canfield, Dennis Hordyk, Lily Wang, George Ashkar, Terri Porter, Lam Le, Fyle Cabagnot, Glenn Ducat, Lenore Rozner, Sean Boylan
	

	KPMG
	Mark Thomas
	

	FOA
	Robert Barker
	

	FUG
	
	


1) Introduction:

· Dennis Hordyk brought the meeting to order at 8:45 a.m.

· Introductions were made with everyone identifying the campuses they represented.  

2) 2002/03 Year End Reporting Issues

(a) George Ashkar stated that FIRMS submissions went much better overall in 2002/2003 than the previous year.  A lot of campuses made their initial submission by the 7/31/03 due date and all campuses submitted their final version before 8/20/03 so that the C.O. was able to submit the consolidated financial reports to the SCO on time for non-governmental funds.  Quarterly FIRMS submissions are important to the C.O. and also give campuses an opportunity to correct errors throughout the year.  GAAP submission has also been going much better this year, with the GAAP submission from the last remaining campus expected to come in today.

(b) Sedong John discussed issues related to Due Froms/Due Tos and Transfers In/Transfers Out that were noticed in the campus FIRMS submissions.  Overall campuses made good effort to balance Due Froms/Due Tos and Transfers In/Transfers Out.  However, the quality of balancing varied among the campuses as some campuses appeared to plug in amounts to balance the total amounts.  The intent is to reconcile Due Froms/Due Tos and Transfers In/Transfers Out at the fund level (i.e., matching entries between source and destination funds) throughout the year.  A continuing effort toward this goal will be greatly appreciated since the balancing affects both legal and GAAP financial statements.  A new set of object codes for interagency transfers are available this year.  These new object codes will have ‘1’ in the fourth digit (e.g., 506121, 680125, etc.), which identify them as interagency transfers and pass the FIRMS edit.  The interagency transfers will be balanced at the CSU level.

(c) Sean Boylan raised a concern about amounts reported in capital outlay expenditure object codes in General Fund support appropriations (Reference 001).  Campuses should be aware of the provision in the Budget Act (Section 6.00) that, without an approval from Department of Finance, limits such expenditures in General Fund to $100,000, and examine whether their expenditures were in harmony with the Budget Act and review the use of object codes to make sure the expenditures were reported in correct object codes.  Another finding was that while capital outlay expenditures should be reported only in program code 0706, they were reported in program codes other than 0706.

(d) Dennis Hordyk mentioned the need to review the debt coverage factor for revenue bonds since the debt coverage factor for some campuses did not appear to be within a reasonable range.  Since questions were raised about how the debt coverage ratio is calculated, Lily Wang will follow up with the C.O. Treasury and Financing and forward more information on the calculation of debt coverage ratio.

(e) Sean Boylan brought up the reconciliation problem concerning Fund 0498.  Revenues should equal expenditures (i.e., “transfers” out to General Fund) in Fund 0498.  There should also be equality between Fund 0498 and General Fund (i.e., “transfers” out to General Fund in Fund 0498 should equal “transfers” in from Fund 0498 in General Fund).

3) Status Report on GAAP Financial Statements Preparation

(a) Mark Thomas of KPMG gave an update on the GAAP financial statements preparation process this year.  CSU has the largest consolidation of all KPMG’s audit clients.  The overall audit process went much better this year than last year since it is the second year under GASB 34/35.  About 70% of campuses had their reporting package and supporting documents ready at the beginning of fieldwork.  Beginning this year MD&A needs to be prepared by the management, and the C.O. is in the process of working on the systemwide MD&A.  Mark expressed confidence about completing the CSU consolidated financial statements on schedule.

· Per Mark if a campus submits draft financial statements, including MD&A, by 11/15, KPMG will issue the final with certification by 12/15; if submitted by 12/15, final by 1/31; if submitted y 1/15, final by 2/28.

· There are still problems in two areas: (1) More training is needed in preparing the Statement of Cash Flows; (2) There is a wide variation in the quality of auxiliary organization audited financial statements.  Problems noticed include nonconformance with GAAP, inconsistencies between statements and notes, lack of supplemental information, and money held for campus being in Agency Fund rather than in Net Assets per FASB 136.

(b) Lily Wang congratulated Los Angeles for being the first campus to submit the reporting package this year and asked that MD&A be sent to her when completed.

(c) Dennis Hordyk mentioned San Francisco’s $11.5 million problem.

4) Corporate Data Integrity Package (CDIP)

(a) Georgia Forman gave an update on the status of the CDIP implementation. As a result of the last FSAC meeting in February, a Derivation Rules Committee was formed, and had teleconferences over several months to define business rules and correct usage.  The CDIP modification coding was completed and included as part of the 8.4 Baseline that was delivered on 7/22/03.  Several campuses (SLO, SJ, LB, Sonoma, and Hayward) met at SLO to review and test CDIP functionality in August last year and additional refinements were incorporated into the Baseline from the test results.  Overall the testing went very well.  All documentation relating to CDIP was completed and posted to the CMS website.  These documents will continue to be refined as new/better information is received.    At this point the only outstanding issue is the retrofit of SAM99.

(b) Leslie Chase gave a summary of what the Derivation Rules Committee had done to date, distributing related documents.  The Derivation Rules Committee reviewed the FIRMS Program Code derivation rules in 8.4 and also the combo edit rules.  It also developed definitions of the FIRMS object categories for more accurate and consistent usage of the FIRMS object codes among the CSU campuses.  The committee will soon resume the discussion by teleconference to continue their work on developing uniform definitions and usage recommendations for FIRMS Program Codes and Object Codes.  The following were also discussed and agreed upon at the FSAC meeting:

· Communication expenses should be reported in various program codes based on the user departments rather than 0603 unless communication system is centrally managed and such expenses are not separately identifiable by department.

· Risk Pool Premium should be reported in object code 660010 (Insurance Expense) and program code 0603 (General Administration & Logistical Services), at least for now.  Dennis Hordyk indicated that campuses supporting the position that the Workers' Compensation portion of the Risk Pool premium should be charged as personnel costs to user departments across various programs categories will be allowed to report the same way as they did last year.  This can be reviewed again after further consideration.

· Repairs and Maintenance (object code 660021) should be used with program code 0706 (Major Repairs and Renovations).  However, this may require further review since it may result in mixing non-capitalizable operating expenses with capitalizable construction costs in the same program code.

(c) Chris Canfield distributed the revised Lottery Project Codes list along with the current list for comparison.  The revised project codes, effective 7/1/04, have been considerably simplified, eliminating many of the existing project codes.

(d) Sedong John discussed the following other issues related to CDIP:

· In GASB 35 Net Asset Category table, Grants Refundable needs to be separated from Depository Accounts within Agency Funds.  Therefore the description for 891 has been changed to Agency Funds-Depository Accounts, and a new Net Asset Category 892 has been created for Agency Funds-Grants Refundable.

· There was a concern about the depreciation calculation method in PS 8.4 Asset Management Module, which uses the actual month of entry, rather than the half-year convention, for cost adjustments entered through A/P.  Mark Thomas indicated this would not be material and no disclosure would be required.

· In PS 8.4, campuses will no longer start with the legal basis trial balance (SAM07) and reestablish the GAAP beginning balances since the GAAP Business Unit already has the GAAP beginning balances.  The focus will be on reconciling the current year activity from the Campus Business Unit (i.e., legal basis) to the GAAP Business Unit.  Although KPMG agreed to the new approach conceptually, detailed audit steps need to be developed with the auditors.  Three campuses (SLO, SJ, LB) will be using 8.4 this year.  The plan is to rewrite the GAAP manual for PS 8.4 by June, 2005.  

5) FIRMS Enhancements for 2003/04

(a) Sean Boylan discussed newly created FIRMS program codes, effective 7/1/2004, per NACUBO FARM Release 02-06

· There will be an Information Technology (IT) program code under each program category

· Under Instruction, Special Session Instruction (0103) will be eliminated

· Under Student Services, Student Admissions & Records (0505) will be split into two separate program codes: Student Admissions (0509) and Student Records (0510).

· Under Institutional Support, General Administration & Logistical Services (0603) will become General Administration.

· Under Operations and Maintenance of Plant, two new programs will be added: Security and Safety (0707) and Logistical Services (0708).

(b) Sedong John discussed new object codes added effective 7/1/2003.

· For inter-agency transfers, there should be 1 in the fourth digit (e.g., 5061XX, 6801XX), which will pass the FIRMS edit.  If they cause errors now, FIRMS edit program will be fixed.  AD NOAT instructions from the C.O. should reference the new object codes.

· For budget use only, object code 404010 has been created for budget operating reserves for enterprise funds and auxiliary organizations.

· Object codes beginning with 7 that have been created to match the line items in the GAAP financial statements should be used only in the GAAP Business Unit.

· Campuses are reminded to use the new capital outlay object codes (e.g., 607021, etc.) announced last year.

.

(c) Sedong John discussed changes to the auxiliary organization reporting template.  The July 31 FIRMS submission for auxiliary organizations, which had only four lines for revenues and expenses, will require a complete trial balance (summary level) that nets to zero.

(d) Sean Boylan discussed the need for information on GAAP adjusting entries from campuses in order to prepare an Indirect Cost Rate for federal grants and contracts.  Campuses can submit copies of documents with GAAP adjustment entries until they are able to submit the GAAP information through FIRMS.  Sean will send an e-mail with a request for information.

.

(e) Ron Basich explained the new reporting tools available for campus data review.  If there are any additional reports from FIRMS that may be helpful to the campuses, let Ron know so that he can develop them.

.

(f) Fyle Cabagnot/Sean Boylan/Sedong John discussed new FIRMS edits to be in place before 6/30/2004.  Non-compliance with these edits will result in data rejection except encumbrance reporting, which will be a warning.

· Auxiliary organization trial balance should net to zero.

· Revolving Fund (Fund 0998) balance should have zero balance at yearend.

· There should be a non-zero amount in Encumbrances (403001) and Reserve for Encumbrances (403002) in General Fund at yearend (Warning).

· Beginning fund balance should equal prior year ending fund balance.

· FIRMS data for governmental funds should include only active appropriations.

· Object code 690004 should be used only in General Fund and should net to zero.

· Object code 690003 should net to zero between Fund 0498 and Fund 0001.

· Revenues should equal expenditures in Fund 0498 (i.e., net to zero).

· Amounts in the Final Budget Submission (Record Type 02) should be submitted in whole dollars.

6) Managerial Reporting

· Lenore Rozner and Glenn Ducat showed a sample systemwide General Fund expenditure variance analysis report that compared 2001/02 and 2002/03, also providing a list of expenditure types classified inconsistently among the campuses based on their review of the information provided by the campuses in the individual campus variance analysis reports.

· Sedong John mentioned that Supplies & Services (660003) and Other Expenses (660090) tend to be overused, and campuses are encouraged to use specific object codes as much as possible.  If no existing object codes fit particular types of expenditures that are material in amount, requests to create new object codes should be sent to the C.O.

· Dennis Hordyk reminded campuses that prior year appropriations not spent by 12/31 would go to the C.O.  Dennis also mentioned Chancellor Reed does not plan to cut outreach this year but will reduce enrollment targets to create savings in order to meet current year cuts of $23 million.

7) Choice of Trust Fund for Contracts and Grants

· George Ashkar and Sedong John distributed descriptions of Fund 0947 and 0948 to address the question of what is the appropriate fund to use to account for non-financial aid federal grants.  Since both funds contain the language that appears to allow acceptance of federal grants, the decision has been deferred to the next meeting until campuses have a chance to review the documents and consider the options.

· Bill Musselman mentioned Education Code allows Fund 0948 to maintain cash in local bank accounts outside the State Treasury.

8) Next meeting date

Campuses will be notified of the next FSAC meeting.  Meeting adjourned at approximately 2:45 p.m.
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