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Final Implementation Topic:  Pooled Investment Fund CSU Fund 541

Last Updated Date: 4.5.2011


I. Objectives
The final RMP Implementation Guidelines mandated that all investment earnings and related costs be held in CSU fund 541. Investment earnings are allocated to the SWIFT participants on a quarterly basis.  Beginning with the December 31, 2010 distribution, earnings from the Systemwide Investment Fund-Trust (SWIFT) and the State’s Surplus Money Investment Fund (SMIF) will be combined to create a consolidated CSU trust fund distribution of earnings. Previously, the two investment accounts earned different rates of return and the earnings were distributed to CSU participants on two different schedules resulting in inequitable allocations between participant accounts.  Combining the pools together to facilitate a blended rate methodology will result in a more equitable quarterly distribution across the system.
II. Procedure Summary
Recording CSU Consolidated Investment Earnings
1. CSU records its investment earnings using one main fund mapped to 127938 to establish CSU fund 541 to record Pooled Investment activity.
2. Campuses are to record the investment earnings allocation in the Pooled Investment Fund (CSU fund 541) using the investment earning object code 508001 Investments – Other SWIFT. Campus investment earnings allocations also include support charges; Wells Fargo Bank charges, investment services and Chancellor’s Office indirect support which should be record only within CSU Fund 541.   
3. The net investment earnings should be then allocated internally within campus 0948 funds according to that campus’s allocation policy. The CSU Operating Fund’s earnings must be recorded to a unique fund using FNAT key 127942 within CSU fund 485. Campus investment earnings allocations are net of charges (Wells Fargo Bank charges, investment services and Chancellor’s Office indirect support).  Net income in the Pooled Investment Fund is zero (“no fund balance”) at the end of the fiscal year. 
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4. To record all investment earnings consistently across all campuses, the CSU has adopted a stand quarter distribution. However, due to the mid-year implementation of the consolidated earnings the 10/11 schedule as follows: 
· First Quarter =Jul, Aug, Sept (beginning 2011)
· Second Quarter = Sep (2010 only), Oct, Nov, Dec
· Third Quarter = Jan, Feb, Mar
· Fourth Quarter = Apr, May, June
Standard quarters will be as follows:

· First Quarter =Jul, Aug, Sept

· Second Quarter = Oct, Nov, Dec

· Third Quarter = Jan, Feb, Mar

· Fourth Quarter = Apr, May, June

Interest Payback to the State

Per the Carryforward policy, the CSU fund 485 FNAT 127942 fund must be used to record interest payback to the State so that the net amount the campus can use for to support operations or  transfer out for construction projects can be determined.

	CSU Fund
	Account
	Debit
	Credit

	485 (FNAT 127942) – 485 Investment Earnings
	660048 – Interest Payback to the State
	X
	

	
	108090 - Investments
	
	X


CSU Fund 485 Investment Earnings Used to Fund Construction Projects per the Carryforward Policy
Per the Carryforward policy, investment earnings on CSU Fund 485 may fund campus construction projects. This includes either SMIF or SWIFT earnings distributed to CSU fund 485. CSU fund 485 investment earnings should not be transferred out until a specific project is identified, the balance should accumulate for future projects in CSU fund 485 not in other funds. CSU fund 491 has been designated to receive transfers of investment earnings that will be utilized for construction projects. A FNAT key with a construction designation has been established to segregate the activity for systemwide reporting.

	CSU Fund
	Account
	Debit
	Credit

	485 (FNAT 127942) – 485 Investment Earnings
	670491 – Transfer Out to CSU Fund 491
	X
	

	
	108090 – Investments
	
	X

	491 (FNAT 127973) – Special Projects Fund Capital Project
	108090 – Investments
	X
	

	
	570485 – Transfer In to CSU Fund 485
	
	X


III. Responsibilities 

Where systemwide information exists to do so, the Chancellor’s Office must indicate investment earnings at the lowest possible fund level to allow the campuses to make the appropriate decisions regarding the method used to book the quarterly journal entries. The campuses must establish and maintain documentation of their internal investment allocation methods by fund to assist in training and continuity across staff and function.
IV. GAAP Impact

In the 2010-11 reporting year, the investment distribution quarters have been re-defined. As a result, the investment earnings from June of the prior year will need to be reversed and the 4th quarter investment earnings of the current year, distributed as First Quarter of the next year, will need to be entered for GAAP reporting. On an on-going basis the 4th quarter investment earnings will have to be accrued for GAAP reporting. 
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