DRAFT


Minutes of the Financial Standards Advisory Committee (FSAC) Meeting

Westin Los Angeles Airport

November 18, 2004

Attendance

	Campus
	Present
	Absent

	Bakersfield
	Suzanne Muller
	Sharon Taylor

	Channel Islands
	Missy Klep,
	Emily Deakin

	Chico
	Michelle Korte
	Patti Salomon

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

	Fresno
	
	Steve Katz

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

	Hayward
	Neal Hoss
	John Abbey, Nyassa Love

	Humboldt
	Lori Rudebock
	

	Long Beach
	Shawn McCown, Martha Michael, Maria D’Aloisio
	

	Los Angeles
	
	Benjamin Figueroa, Thomas Leung

	Maritime Academy
	Ken Toet
	Christy Redford

	Monterey Bay
	Bill Musselman
	Susan McFarlane

	Northridge
	Bob Barker, Margo Dutton
	

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

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

	San Bernardino
	Carolyn McDermid
	Jerry Monahan, Muriel Vita

	San Diego
	Leslie Chase, Lorretta Leavitt
	

	San Francisco
	Jim Van Ness
	

	San Jose
	Pa;ul Siegel
	Evelyn Ribaya, Shawn Bibb

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

	San Marcos
	
	Dan Zorn

	Sonoma
	Letitia Coate
	Brian Orr

	Stanislaus
	Julie Benevedes, Becka Paulsen


	Jim Phillips

	Chancellor’s Office
	Bernice Dizon, Chris Canfield, George Ashkar, Georgia Forman, Alice Yip, David Goodson, Lily Wang, Fyle Cabagnot, Sean Boylan, Sedong John, Sherry Pickering
	Ron Basich, Dennis Hordyk, Lam Le,

	KPMG
	Patty McClendon, Elisa Stilwell
	

	FOA
	
	

	FUG
	
	


1) Introduction and Approval of Minutes:

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

· George introduced Alice Yip and David Goodson, CO Financial Reporting Analysts, to the audience.

· The minutes of April 6th meeting were approved.

2) 2003-04 Year-End Reporting Issues

· Sedong John went over the FIRMS reporting issues in the handout:

1. A few campuses were late in the 4th quarter submission.

2. Some campuses did not clear the problems identified from their 2nd or 3rd quarter FIRMS submissions before submitting their 4th quarter data, causing delays in the year end process.  

3. There were some unresolved discrepancies in Fund Balance Clearing with the C.O.

4. Some AD NOATS intended for the following year were recorded before the 6/30 closing.  The AD NOATS instructions from the C.O. in the future will clearly indicate the fiscal year in which the AD NOAT should be posted.

5. It is recommended that campuses submit their SAM99 after the C.O. has reviewed their FIRMS data to avoid a situation that may require adjustments to the SAM99 later on.

6. Review abnormal balances before submission.  Make sure all assets (especially cash) and liabilities are in normal balance.  Revenues and expenses should have a valid reason for abnormal balance.

7. Due from/Due to between entities did not balance at the CSU level.  Most of the problem came from not recording all AD NOATS posted on the C.O. website.

8. Due from/Due to within a campus balanced in total, but did not balance between the source fund and the destination fund.

9. Transfers in/Transfers out between entities did not balance at the CSU level, mostly for two reasons: 1) AD NOATS posted on the C.O. website were not recorded by campuses.  2) Campuses did not record the AD NOATS according to the AD NOATS instructions.

10. Transfers in/Transfers out within a camps balanced in total, but did not balance between the source and the destination fund.

11. For all capital outlay projects, only 607xxx object codes should be used (except 680xxx transfers).  For all new capital outlay projects, only the new 607XXX object codes may be used (except 680xxx transfers).

· Next, Sedong discussed the SCO SAM99 technical and accounting Issues, and the SCO GAAP adjustments.  The SAM99 technical issues are:

1. Amounts are split incorrectly between SCO subfunds in capital outlay funds.

2. State GL accounts 1390 (Allowance for Uncollectible Accts) and 1600 (Provision for Deferred Receivables) require a 5-digit subsidiary code.

A list of accounting errors by campus will be provided later, probably in January.

The SCO wants the GAAP adjustments to be submitted by September 1, next year.  Since the CO needs time to consolidate the campus reports for submission to the SCO, campuses will have to submit the data to the CO at least one week before the SCO due date of September.  The CO will refine the SCO reporting template next year with more clear instructions about campus specific entries that need to be reported.

Michelle Korte concurred that the SCO GAAP adjustments are quite specific and fewer than the CSU GAAP adjustments and therefore it would be possible to submit the SCO GAAP adjustments by September 1, provided the CO provides the template and instructions to the campuses early.  Lily Wang further clarified the SCO GAAP requirements, stating that they do not include enterprise funds, which are reported through the revenue bond GAAP financial statements.  Michelle requested that the CO provide the template before the start of the yearend process, even before April if possible, to give the campuses a heads-up and prepare the data early. 

George Ashkar asked the audience how they felt about the earlier deadline imposed by the SCO.  Neal Hoss mentioned the need to streamline the GAAP audit process and reduce the time to produce the GAAP financial statements.  The ensuing discussion led to the possibility of moving up the date for legal closing.  Shawn McCown suggested that the CO decide on the cut-off date of the AD NOAT’s at year-end and do not issue AD NOAT’s in late July.  Debbie Brothwell commented that the campus would be able to close early if materiality threshold for accruals is established.  Comments from the audience indicated that there was general support from the group for the idea of moving up the legal closing date and streamlining the audit process.

3) Update on GAAP Audit

Elisa Stilwell and Patty McClendon of KPMG gave an update on the GAAP audit this year, including the following:

· KPMG systemwide team reviews have been completed and the second round of the campus reporting package submissions is nearing completion.

· Draft systemwide financial statements are due to the CO on 12/6/04.

· Final version of the systemwide financial statements are to be issued on 1/11/05.

· Additional requirement this year is the campus MD&A due to the CO on 11/12/04.

· KPMG’s observations this year are:

· Resource constraints due to budget cuts and PeopleSoft conversion

· Internal control issues related to segregation of duties

· Elimination of nonexchange transactions

· Auxiliary organizations showing improvement in timeliness of submission and fewer reporting issues

KPMG indicated overall the audit process is going better this year than last year and will be able to finish it on schedule.

In an effort to speed up the audit process, some campuses expressed interest in having the internal control review completed early before the start of the fieldwork.  More details on this will be provided later.

A few campuses experienced difficulty in dealing with KPMG this year such as the following:

· The systemwide review comments were provided to Stanislaus campus late, causing delay in their resubmission.

· At Maritime Academy, the KPMG team requested exactly same information that had already been provided earlier.

4) FIRMS Enhancements for FY 2004-05

Fyle explained FIRMS edits to be automated this year.  The plan is to have the automated edits in place before the 3rd quarter submission this year (see attachment)
5) Corporate Data Integrity Package (CDIP)

Leslie Chase presented a progress report on the Derivation Rules Subcommittee with a summary of its accomplishments to date (see attachment)

A discussion followed on the roles and responsibilities of the Derivation Rules Subcommittee and the FSAC itself.   There were comments about the need for better communication from the CO.  The group agreed on the need to review FSAC’s mission statement and reassess subcommittee’s roles and communication with FSAC.
6) Other Issues

· NRA/UBIT Tax Issues

George Ashkar gave a brief udapte on NRA and UBIT tax issues, stating that both the NRA tax workshop held on November 8-10 and UBIT workshop on November 15 and  16 were successfully completed, receiving positive feedback.

During 2004, four campuses went through an NRA audit for the years 2001 and 2002 with a total tax liability and penalty of $518,000.  In October, 2004, ten campuses received letters of inquiry from IRS for the year 2002.

· New PFA Rules with the SCO

Sean Boylan informed the group that the SCO rejected some PFA’s submitted by the campuses and he is working with the SCO to establish guidelines for appropriate uses of PFA’s.

7) Next Meeting Date

· February 2005 or sooner.

Meeting adjourned at 4:05 p.m.
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