Financial Standards Advisory Committee (FSAC) Meeting

February 20, 2003

Radisson Hotel of Los Angeles Airport

Minutes 

Attendance

	Campus
	Present
	Absent

	Bakersfield
	Suzanne Muller
	

	Channel Islands
	Kate Harrington
	

	Chico
	Michelle Korte, Patti Salomon
	

	Dominguez Hills
	Brian Dahm, Cecilia Patz
	

	Fresno
	
	Steve Katz

	Fullerton
	Laleh Graylee, Lydia Rodriguez
	

	Hayward
	Neal Hoss
	

	Humboldt
	Lori Rudebock, Donna Sorenson
	

	Long Beach
	Maria D’Aloisio, Shawn McCown
	

	Los Angeles
	Thomas Leung
	

	Maritime Academy
	Ken Toet
	

	Monterey Bay
	Ruth Stipp
	

	Northridge
	Robert Barker, Margo Dutton, Willie Miranda
	

	Pomona
	Brian Jenkins, Joyce Wagar
	

	Sacramento
	Justine Crossno 
	

	San Bernardino
	Carolyn McDermid, Muriel Vita
	

	San Diego
	Leslie Chase, Lorretta Leavitt
	

	San Francisco
	Jim Van Ness
	

	San Jose
	Shawn Bibb
	

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

	San Marcos
	Lam Le, Dan Zorn
	

	Sonoma
	Letitia Coate, Brian Orr
	

	Stanislaus
	Julie Benevedes, Jim Phillips
	

	Chancellor’s Office
	Ron Basich, Sean Boylan, Chris Canfield, Bernice Dixon, Georgia Forman, Lawrence Gutierrez, Dennis Hordyk, Sedong John, William Musselman, Audra Reed, Lily Wang
	

	KPMG
	
	Kristan Livingston, Mark Thomas

	FOA
	Robert Barker
	

	FUG
	Neal Hoss
	


1) Introduction:

· Dennis Hordyk brought the meeting to order at 9:00 a.m.

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

· Dennis Hordyk announced that Jill Peden accepted a new position in the CO Human Resource Department.  Audra Reed was introduced to the FSAC team.  She will now handle the administrative duties for FSAC. 

2) Approval of Minutes of the 08/19/02 meeting:

The minutes of the last meeting on August 19, 2002, were sent to each team member prior to the meeting and Dennis asked that all attendees review them and notify him at dhordyk@calstate.edu with any corrections.

3) Importance of timeliness in data submission

· Due to technical difficulty with the computer for CDIP presentation, the chair decided to discuss issues concerning timeliness of data submission first.

· Dennis asked the group to be mindful of the time schedule when submitting various reports. He mentioned that CSU was the last state agency to submit the financial reports to the SCO for the 2001/02 fiscal year, which may jeopardize a degree of flexibility enjoyed by CSU over the years.  A lot of campuses were late in legal basis and/or GAAP basis reports.  There were 10 campuses that met the deadline for FIRMS submission.

· Dennis indicated that he discussed the timeliness issue of the different reports that are submitted to the CO past the deadline at a recent CABO meeting.  The VP’s asked for a listing of reports and their deadline dates.  Dennis will provide this information to them by the next CABO meeting.

· Comments were made by various campus reps as to the reasons for late submissions:

· Some People Soft campuses experienced difficulty with their new system, especially the labor cost distribution (LCD) of the payroll data.

· Another factor causing a delay was the implementation of the new GASB 34/35 reporting model, including the Statement of Cash Flows and Capital Assets reporting.

· Comments about the KPMG audit team varied among the campuses.  Some felt that the KPMG auditors/managers were not experienced, knowledgeable, or prompt, especially with respect to the new GASB standards, whereas other campuses had no problems with their auditors.

· The CO is in the process of implementing a Balance Score Card System, which EVC Richard West wants to use as the basis of evaluation for all reporting.

· There were questions about the uses of quarterly FIRMS data at the C.O. and why campuses need to submit the data quarterly.  It was explained that FIRMS data should continue to be submitted quarterly not only because the data is used for analyses and reporting (e.g. CERF report, etc.) but also quarterly submissions provide campuses with opportunities to identify and correct problems and gain experience with the data submission.

· As established when FIRMS reporting started, the deadline for FIRMS submission for the first three quarters is 10 working days, which is usually equivalent to 15 calendar days, after the end of the quarter.  The deadline for the 4th quarter (i.e., the whole year since the data is cumulative) is July 31.

· Campuses were reminded that they can ftp the FIRMS data at any time and as often as they need and should start the reporting process early to avoid problems at year-end.
· There was a comment about the need to provide more clarity and specificity to the definitions of program codes beyond the descriptions in the NACUBO FARM manual.
4) Corporate Data Integrity Package (CDIP):

· Shawn McCown began the discussion by reviewing the Natural Classification table in the CDIP package for PS 8.4, which was distributed at the FUG meeting February 19, 2003.

· Although the object code values for Natural Classification with the fourth digit 8 may look a little confusing to the users since campuses may also be using the fourth digit 8 for their locally defined object code values in the campus business unit, they should not be a problem since the Natural Classification object codes should be used only in the GAAP business unit.  

· Although FSAC needs to approve that the values are workable, the purpose of today’s meeting is primarily concept acceptance as there are details that need to be reviewed with more time.

· The mapping table between FIRMS object codes and GAAP natural classification codes developed by the CDIP team was based on the tables (i.e., Matrix 2 and Matrix 3.1) in the GAAP manual that were reviewed by KPMG and used in the preparation of the GAAP financial statements under GASB 34/35.

· Sedong John agreed to maintain and update the mapping table if so assigned by FSAC.

· Georgia Forman will send the GAAP Natural Classification Mapping Table to FSAC team via e-mail.  She would like to have any issues/feedback no later than March 14, 2003.

·  There was a suggestion to create a sub-committee to do a complete review of the combo edits, so that each campus can have a workable system to adopt.

· A memo needs to be issued from the C.O. regarding consistent treatment of communication expenditures (i.e., whether to use program code 0603 General Administration and Logistical Services for all communication expenditures or select the appropriate program codes based on the user departments).

· Natural Classification object codes for other revenues and expenses will be changed from 723xxx to 724xxx to separate them more clearly from nonoperating revenues and expenses.

· The Natural Classification object code 723010 will be eliminated since it is no longer a separate line item on the GAAP financial statements.

· A new net asset category 882 will be added for Unrestricted Reimbursed Activities.

· For FIRMS reporting purposes at year-end, YTD encumbrances will not be converted to accrued liabilities and expenses but be reported as Record type 15 for all funds.

· For SAM99 reporting purposes at year-end, YTD encumbrances will be treated as if accrued liabilities and expenses for all funds.

· A new record type may need to be created for PTD encumbrances to facilitate reconciliation.

· The C.O. will need to develop a strategy to address the transition issues, as the data collected from different systems may not be directly comparable.

5) FIRMS reporting issues at last year-end and this year:


(A) Sean Boylan discussed the FIRMS reporting issues as identified by the C.O.

· Reconciliation with allocations

Total record type “05” must equal campus allocation control report for each active general fund appropriation; variance will result in a rejection of the 4th quarter submission.

· Reconciliation with year end reports to SCO

· During year-end reconciliation, the SCO experienced problems with campus SAM99 submissions because some campus did not reconcile with allocations and/or reported expenditures in excess of allocations.  It is recommended that campuses run the FIRMS validation report before submitting SAM99 to SCO since FIRMS validation will detect budget variances and/or over-expended governmental appropriations.

· If changes are made to expenditures and/or appropriation balance during reconciliation with the SCO, campuses MUST resubmit FIRMS data.

· There was a suggestion that the FIRMS data integrity certification letter specify the state reports to which FIRMS data should be reconciled.


(B) New Internet-based submission method

Ron Basich is in the process of developing a new method for campuses to submit FIRMS data using the Internet.  This is a more secure and convenient way to submit the data.  Directions on this new method will be forwarded to the FIRMS coordinator no later than March 1st.  The new method will be available for the 3rd quarter submission this year, and if everything goes well, the old Telnet based method will be eliminated after the 3rd quarter submission.


(C) Proposed FIRMS edits for 2002-03

Sedong John discussed the proposed FIRMS edits to be enforced by the C.O.  

Balancing of Due Froms and Due Tos

a. All Due Froms and Due Tos within the same state fund (FIRMS object codes 105027 and 202027) must balance at the fund level for each campus.

b. All Due Froms and Due Tos between state funds must balance at the agency level for each campus and show the source and destination fund number.

c. Due Froms and Due Tos between campuses and/or the C.O. (FIRMS object codes 105028, 105029, 202028, 202029) must balance at the CSU level.

· Since some campuses expressed difficulty with meeting the edit rules during the year while trying to meet the submission deadline, it was agreed that the new edits will be warnings during the year and rejects for the 4th quarter submission. 

Balancing of Transfers In and Transfers Out

d. All Transfers In and Transfers Out within the same state fund (FIRMS object codes 506026 and 680026) must balance at the fund level for each campus.

e. All Transfers In and Transfers Out between state funds must balance at the agency level for each campus (needs further review as described below)

f. Transfers In and Transfers Out between campuses and/or C.O. must balance at the CSU level.  New objects 506040, 506041, 680040 and 680041 will be created for this purpose.

· There were comments about potential problems with balancing transfers between state funds (e above) due to UCM rules that do not allow transfers in or transfers out in General Fund.  It was recommended that a committee be formed to examine the issue and make a recommendation to FSAC.  The committee will also review whether the program code for transfers in should be the same as the program code for transfers out so that all transfers net to zero at program level as well as in object dimension.  Currently transfers in map to program code 5000 like revenues, whereas transfers out map to 09xx or 1001.

· It was suggested that the committee that will review the CDIP issues should also review these issues.

· Except for the questions to be resolved as described above, Transfers In and Transfers Out will be subject to the edit rules the same way as Due Froms and Due Tos (i.e., warnings during the year and rejects at year end)

· It was agreed that campuses should notify the other campuses when there are Due From and Due Tos, or Transfers In and Transfers Out, between campuses so that these will balance at the CSU level,

(D) Other reporting issues

· There were classification errors both in object code and program code.  FTE did not always compare with the salary amounts.

· Pre closing fund balance did not agree with post closing fund balance for some campuses.  Also prior year ending fund balance did not agree with the current year beginning fund balance.

· Record type 11 (project to date actuals) as of 6/30/02 did not agree with record type 10 (current year actuals) as of 6/30/01 where appropriate.

· Information will be provided to campuses as to how to run Brio queries using an Internet browser to identify the problems before finalizing submission.

· Campuses must send the C.O. a notice of submission with the final version of the FIRMS data.  Submission is not complete until the notice of submission is received by the C.O.
6) Capital Assets-SCO Reports 18 & 19:

· Lily Wang indicated that campuses need to use the SCO ending balances at 6/30/02 as the beginning balances this year and then book adjustments to derive the adjusted beginning balances for Reports 18 and 19, which should be the same as their GAAP beginning balances She will forward the SCO beginning balance information to campuses. 

· Report 18 must be prepared for each applicable state fund (both governmental and non-governmental) The SCO is in the process of revising Reports 18 and 19 to reflect GASB 34/35, including accumulated depreciation.  Lily will provide a template to campus GAAP coordinators when she gets the revised report forms from the SCO and will also send an e-mail to the FSAC members.

· Lily will also contact the SCO to find out whether Reports 18 and 19 can be combined into one report.

· There were questions about what to include in Reports 18 and 19 because some pass-down entries (e.g., CWIPS, capitalized leases, etc.) are usually not available before the due date of the legal reporting package.  Lily will follow up with the SCO and provide an update.

7) New FIRMS object codes for reporting capital outlay expenditures:

Sedong John went over the new FIRMS object codes needed to report the capital outlay expenditure details requested by the Capital Planning, Design & Construction (CPDC) department at the C.O.  These new object codes will be required to be used for new projects in the 2002 Higher Education Capital Outlay Bond Fund (Fund 6028) beginning 7/1/2003, but may be used immediately.

Sedong will confirm the applicability of the new object codes with the CO CPDC (i.e., whether or not they are applicable to existing projects).

8) Training Schedule:

· Dennis is seeking volunteers for the following workshops:

FIRMS

Year-end Reporting (Legal and GAAP)

· These workshops can be scheduled as a 3-day training probably in the 1st week in June.

· Dennis would like to form the FSAC Steering Committee to organize and conduct the meetings.

· Dennis is also requesting volunteers to review three sections in the Corporate Data Integrity Package:

Section #4 Natural Classification

Section #8 Derivation Rules

Section #9 Standard Edit Matrix

· Anyone interested in participating in the training or the committees should send an e-mail to Dennis at dhordyk@calstate.edu.

9) Next meeting date:

The next meeting of the FSAC will be scheduled soon and campuses will be notified.

Meeting adjourned at 3:45 p.m.
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