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November 25, 2003

Mr. Larry Mandel
University Auditor
The California State University
401 Golden Shore
Long Beach, CA 90802

Campus Response to Recommendations of Auxiliary Organizations Audit 02-54
California State University, Maritime

Subject:

Dear Mr. Mandel:

Please find enclosed California State University, Maritime's response to the recommendations
resulting from our Auxiliary Organizations Audit 02-54. For each recommendation, we have
included a corrective action plan and an anticipated date for implementation.

We appreciate the efforts of you and your staff during the process and the professional manner in
which the audit and the related special investigation were performed.

Sincerely,

Enclosure

Cc: Vice President Nickerson
Vice President Macias

THE CALIFORNIA MARITIME ACADEMY

200 Maritime Academy Drive, Vallejo, CA 94590-8181 PHONE (707} 654-1000 FAX (707) 6§4-1001 www.csum.edu
--

The California State University: Bakersfield. Channel Islands .Chico. Dominguez Hills. Fresno. Fullerton. Hayward. Humboldt. long Beach. Los Angeles. Maritime Academ)
Monterey Bay. Northridge .Pomona. Sacramento. San Bernardino. San Diego. San Francisco. San Jose. San Luis Obispo. San Marcos. Sonoma. Stanislaus
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AUXILIARY ORGANIZATIONS

CALIFORNIA MARITIME ACADEMY

REPORT NO. 02-54

CAMPUS

LEGAL AND REGULATORY COMPLIANCE

RESERVES

Recommendation 1

We recommend that the campus coordinate with its auxiliaries to establish a foTnlal policy for
the allocation of surplus funds/reserves.

Campus Response

We concur with this recommendation. CMA will direct its auxiliaries to review and establish
formal policies for the allocation of surplus funds/reserves by June 30, 2004.

PUBLIC RELATIONS POLICY

Recommendation 2

We recommend that the campus establish a complete public relations policy applicable to
auxiliary organizations and maintain this policy on file with the Office of the Chancellor.

Campus Response

We concur with this recommendation. A public relations policy and related procedures will
be established by April I, 2004.

CONFLICT OF INTEREST

Recommendation 3

We recommend that the campus provide guidance for its auxiliaries regarding strengthening
and further documenting conflict-of-interest policies and procedures.
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Campus Response

We concur with the recommendation. The CMA Foundation has already requested its Board
to sign conflict of interest statements. Appropriate written policies and procedures will be
adopted by April 1, 2004.

BUDGET

Recommendation 4

We recommend that the campus retain the campus president's written approval of campus
auxiliary operating budgets.

Campus Response

We concur with this recommendation. We will retain the President's written approval of
campus auxiliary operation budgets starting immediately.
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CALIFORNIA MARITIME ACADEMY FOUNDA TION. INC.

LEGAL AND REGULATORY COMPLIANCE

WRITTEN AGREEMENTS

Recommendation 5

We recommend that the Foundation execute proper written agreements for its business
arrangements.

Campus Response

We concur with this recommendation. Proper written agreements for auxiliary business
agreements shall be completed by June 30, 2004.

PUBLIC MEETINGS

Recommendation 6

We recommend that the Foundation post its board and committee meeting notices in a public
area in accordance with the Education Code.

Campus Response

We concur with this recommendation. This recommendation is to be implemented
immediately through the use of the campus website.

BOARD MINUTES

Recommendation 7

We recommend that the Foundation take appropriate measures to ensure that its board
minutes are consistently signed and approved by an appropriate official and that referenced
attachments are always included.

Campus Respouse

We concur with this recommendation. The treasurer, or other appropriate official, will sign
and ensure that all attachments are included with the minutes. This will be implemented by
January 2004.

SEGREGATION OF DUTIES

Recommendation 8

We recommend that the Foundation properly segregate certain accounting functions or
institute mitigating procedures approved by the campus.
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Campus Response

We concur with this recommendation. We have begun the integration of Foundation
accounting duties into the campus accounting department. Appropriate segregation of
accounting functions or other mitigating procedures will be implemented and in place by
January 1,2004.

PURCHASING AND ACCOUNTS PAYABLE

SUPPORTING DOCUMENTATION

Recommendation 9

We recommend that the Foundation develop policies and procedures to ensure that cash
disbursements are supported by sufficient and appropriate documentation and evidence of
appropriate authorization.

Campus Response

We concur with this recommendation. Policies and procedures will be developed to ensure
that cash disbursements are supported by sufficient and appropriate authorization and
documentation. This recommendation will be implemented by April!, 2004.

LINE OF CREDIT

Recommendation 10

We recommend that the Foundation develop written policies and procedures controlling the
use of its line of credit to support its donated vessel program.

Campus Response

We concur with this recommendation. Written policies and procedures controlling the use of
the Foundation line of credit, which will include a dual signature requirement, will be in place
by April!, 2004.

TRUSTS AND OTHER LIABILITIES

Recommendation 11

We recommend that the Foundation improve its controls over the management and reporting
of restricted accounts by:

a. Establishing criteria for account setup, such as donor documentation, acceptable
purposes, and reconciliations of endowment corpus values.

b.

Implementing its process of evaluating inactive accounts.
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c. Establishing standards for reporting the nature of endowment funds as permanently or
otherwise restricted in fmancial reports.

Campus Response

We concur with this recommendation. The Foundation will establish criteria for account
setup and establish written policies and procedures for reconciliation of corpus values. The
Foundation will also establish and implement a process for evaluating inactive accounts as
well as establishing standards for reporting the nature of endowment funds in fmancial
reports. These recommendations will be implemented by July 1, 2004.

AUXILIARY PROGRAMS

Recommendation 12

We recommend that the Foundation ensure that:

General ledger accounting for the marine vessel program is maintained on a current basis.a.

b. Accounting records associated with the marine vessel program are maintained in a
sufficiently detailed basis.

Written operating procedures and performance measures are clearly established for the
marine vessel program and its managers.

c.

d. Tax advice is maintained to ensure IRS compliance.

Campus Response

We concur with this recommendation. The Foundation management will initiate a full
review of its policies and procedures for the marine vessel program. This review will include
establishing or updating written policies and procedures to ensure that the general ledger is
maintained on a current basis, the accounting records are maintained in a sufficiently detailed
basis, operating procedures and performance measures are clearly established for the program
and its managers and that tax advice is maintained to ensure IRS compliance. The immediate
recommendations listed here will be completed by July 1, 2004 and further review of" best
practices" will continue into the future.
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ASSOCIATED STUDENTS OF THE CALIFORNIA MARITIME ACADEMY

LEGAL AND REGULATORY COMPLIANCE

BOARD MINUTES

Recommendation 13

We recommend that AS take appropriate measures to ensure that board minutes list all
attendees.

Campus Response

We concur with this recommendation. ASCMA secretary has been instructed to and has
changed fonnat to list those attending and those absent in the minutes.

BYLAWS

Recommendation 14


