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MEETING OF
CHIEF ADMINISTRATORS/BUSINESS OFFICERS (CABO)

August 11-12, 2009
CALIFORNIA STATE UNIVERSITY (CSU) OFFICE OF THE CHANCELLOR

Agenda Review/Announcements – Steve Garcia

Alternates:
Lisa Chavez – CSU Los Angeles, Associate Vice President (AVP), Administration &
Finance/Financial Services for George Pardon

Executive Council Items – Ben Quillian

Ben acknowledged the demands being placed on campuses, and is working towards making
sure the number of requests being sent out by the Chancellor’s Office are necessary and value-
added. He asked campuses to delay any tasks possible, or put off all-together any “non-valued
added” tasks. Requests from the Board of Trustees (BOT) and news media to the Chancellor
have increased, and campus information is required to respond. Ben further stated that
rescinding some of the requests to campuses, or delaying them where possible, is in
discussion.

Ben also acknowledged that furlough plans can be complicated at campuses. He further
clarified that campus budget reduction plans that are ‘not approved’ may simply mean more
information is needed before the process can be completed. The Executive Vice Chancellor
(EVC) staff will be at tomorrow’s CABO meeting to discuss campus concerns.

2009-10 Budget and Campus Reduction Plans – Ben Quillian/Robert Turnage

Robert reported that the revised State Budget Act is still in place, but there remains a lot of
uncertainty and risk regarding the ultimate course of the fiscal year. The California higher
education systems benefit from the federal maintenance of effort requirement where funding is
applied at the aggregate level for CSU, University of California (UC) and the California
Community Colleges (CCC), rather than a segment-specific basis. The Congressional Act
specifies that states drawing money from the state stabilization fund must fulfill certain
conditions. One condition is that the State must ensure that the amount of state funds devoted
to higher education is at least as high as the 2005/06 fiscal year funding level. This condition
applies to 2008/09, 2009/10 & 2010/11. This is significant for CSU.
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One lingering uncertainty in the budget revision act is how much federal stimulus funding will be
allotted to K-12, CCC, CSU and UC. Formulas to determine funding amounts are stated in
federal legislation. The Department of Finance (DoF) has completed bill details and is now
working on putting together this application. News is hopeful that CSU will receive some
additional one-time funds. However, the likelihood that any of this money will be available in
2010/11 is remote. California will exhaust its federal stimulus funds during 2009/10. CSU will
know before month-end August with some certainty what its funding allotment will be.

The Governor line-item vetoed $255 million from CSU’s 2009/10 budget on what he stated was
a one-time basis. Robert’s advocacy efforts will be strong to retrieve the $255 million in 2010/11.
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However, the State and CSU will be heading for a difficult 2010/11 fiscal year. There is a
likelihood that economic recovery will be sluggish, and solutions employed by the state to get
through fiscal year 2009/10 were one-time in nature. The state will be faced with these expired
solutions in 2010/11.

Ben advised CABO members not to expect funding levels to be restored in 2010/11.

Cost saving strategies - Quillian / Ed Barnes

Ben expressed his appreciation to CABO members for their efforts toward developing campus
budget reduction plans. The narratives were extremely helpful in his discussions with the
Chancellor that will also be communicated to the BOT. The due date for applicable campuses to
resubmit their plans is Aug. 14. Progress reports are due mid-year. CABO members were
requested to direct questions to Robert Turnage or Rodney Rideau.

Ed Barnes reported on the progress of shifting Pomona’s summer term from state-support to
self-support. Ed reported that canceling the summer term at Pomona brings the campus closer
to its enrollment target, noting that 2008 enrollment actuals were 4,700 resident FTES for the
summer term. Classes are being offered via the extended education program for the summer,
with self-support approved rates at $220/unit lecturer and $280/unit laboratory instruction. In
addition, students shall take remedial classes during the summer term, when they’re being
offered. In response, Pomona met with 600 angry students and faculty members who are
affected by this action, and has refunded $6.3M fee revenue for summer term.

Ed further reported on a cost recovery model that was developed where it was determined that
the cost of education for instructional purposes was 55%, while 45% represented non-
instruction support costs. A separate account code was created for the self-support summer
program to track costs separately. In addition, an analysis on break-even points for every class
at Pomona was mentioned by Ed.

There are 152 classes serving 2,000+ students for Pomona’s summer term. This will generate
approximately $2 million in revenue, of which $840,000 is distributed back to the university’s
marginal cost of instruction.
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Pomona’s accomplishment to reduce enrollment was met. The campus is able to accommodate
the reduction in fee revenue now, knowing adjustments would be made this year. In general,
there are a number of people who lost summer employment through the campus. Pomona will
meet its new target this year.

Ben Quillian made a statement to CABO members regarding enrollment targets. If campus
enrollment actuals are under target, campuses will not be penalized. However, if campus
enrollment actuals are over-target, the related student fee revenue will be collected by the
Chancellor’s Office.

Rose Lee reported that fee revenue now supports the San Jose campus by more than 50% as
opposed to State funds. Therefore, reducing enrollment at the San Jose campus adversely
affects them. Ben Quillian responded by stating that CSU has done some things to work through
these issues, and stressed the importance to explain ramifications in campus budget plan
narratives.
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Mary Stephens commented that campuses are experiencing revenue losses with no gain in
savings from full marginal cost. The revenue loss is due to recognizing the full marginal cost of
instruction when enrollment declines.

Leroy Morishita raised concerns about losing non-resident revenue amounting to a $5 million
gap from the CSU San Francisco target. He disagrees with including a budgeted target for the
non-resident tuition increase because it is anticipated that San Francisco will not meet this
revenue target due to enrollment loss. Shawn Bibb mentioned the same is occurring at East
Bay.

Human Resources (HR) / Furloughs - Gail Brooks

Update on Collective Bargaining
Gail reported that the State Employees Trade Council (SETC) concluded fact-finding on Friday,
Aug. 7, 2009. It was expected that the fact-finder would issue a report on Aug. 10, 2009.
SETC’s website states an agreement with CSU has been reached. Contrary to this statement,
Gail reported that CSU does not have an agreement with SETC. What CSU has are the fact-
finder’s recommendations. There is a requirement for both parties to remain silent on the
recommendation or report for ten days. SETC has not followed this requirement.

A discussion on fifteen day vs. seventy-five day layoff notification was initiated by CABO
members. Gail will provide clarification on advance notification of layoff requirements.

Collective bargaining units that have agreed to furloughs were informed that furloughs do not
guarantee that layoffs would not occur. Layoff plans for CY 2010 should be sent to Systemwide
Human Resources beginning in December 2009.
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A brief discussion on campus budget reduction plans for 2010/11 was initiated. Ben Quillian
stated that campuses could use one-time funds for 2010/11, under the condition that a budget
plan for 2011/12 is prepared. Mid-year budget reduction plans due December 2009 need to be
more definitive for 2010/11. Rodney Rideau, Director of the Budget, advised campuses to zero-
out 2009/10 budget cuts because the potential for further cuts in 2010/11 will compound the
issue.

The California Faculty Association (CFA) fact-finding was scheduled for Aug. 18 – 19, but may
be delayed until September due to the unavailability of the neutral fact-finder. CFA approval is
required to delay fact-finding. If CFA disagrees, a new fact-finder will need to be sought.

Gail reported that the State University Police Association (SUPA), the union that represents
police, indicated interest in resuming discussions on a new agreement in lieu of the fact-finding
process.

Furloughs
Gail reported that implementation of the furlough plan is one of the most difficult projects tackled
by CSU. In lieu of furloughs, employee pay reductions were considered, but it would’ve
impacted retirement pensions, and the chances of recovering pay reductions are slim to none.
This would have a major impact on every CSU employee. The furlough option protects more
jobs & pensions. The complexity of state and federal laws related to furloughs add to the
challenge as HR strives to protect the institution. Furthermore, the State Controller’s Office
(SCO) limited ability to process paychecks without significant programming also presents its
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challenges. HR Technical Letters were issued Friday, Aug. 7, 2009 on policy implementation
(how to treat individuals within the system.)

One of the most difficult issues has been the limitation of one furlough day per week. There is
the additional risk of unemployment insurance claims where anyone earning below $52,000
could be eligible for an unemployment claim. For all staff employees, comprised in large
measure of CSU Employees Union (CSUEU) members, the average salary is $57,000.
Furthermore, Gail was asked to reconsider this restriction for Management Personnel Plan
(MPP) employees since it impacted two weeks of productivity. Gail polled CABO members to
see if the limitation on working thirty-two hours during the furlough week is acceptable for MPP
employees, or would it be a major benefit to campuses if she pursued lifting this requirement.
Gail promised to review the issues involved, but made no promises that this would be changed.

Two classifications were particularly impacted by furloughs: Generally Accepted Accounting
Principles (GAAP) accountants and payroll administrators. Tom McCarron requested if furlough
days can be delayed until after employees complete major tasks that will require overtime. In
addition, Sally Roush asked if CSU could “unfurlough” employees temporarily to complete major
tasks (GAAP reporting). Some CABO members expressed concerns about changing the plans
since they have reached campus accord with their bargaining units and would not want to have
to make changes. After further discussion, Gail advised CABO members to pay their

8/11/2010 President Karnig welcomed CABO atte…

http://google.calstate.edu/search?q=c… 4/14



employees for any overtime required to accomplish tasks during a furlough week rather than
waive groups of people from taking furlough days off.

Gail will get back to CABO members to clarify when overtime pay is applied (anything up to forty
hours is still considered straight-time pay).

Other outstanding furlough issues:
Gail reported that, for this pay period, union dues will be calculated on the employee’s higher
salary base if payroll is not input by Aug. 14 (although the due date is Aug. 25). Adjustments
will be made to employee paychecks at a later date if union dues are calculated on the higher
base for August.

Questions were raised on who is exempt from the furlough program (e.g. grant-related people).
Gail replied if the employee is paid with 100% grant funds, then the person is exempt from
furloughs. If the employee is partially funded by state-funds, then furlough applies to the state-
funded portion only.

Gail reported that there are issues related to part-time nursing and clinical nursing supervisors.
There is concern about violating licensing requirements under the furlough plan.

Gail clarified that under CalPERS, there is a small group of people who may lose service credit
for tenure resulting from furloughs. For twelve month employees, there would be no loss of
service credit since employees receive one year of credit if they’ve worked ten months in a year
(employees with twenty-four furlough days would not drop below the ten month threshold.)

Another issue involved faculty who refuse to certify their furlough days or the thirty-two hour
work week limitation and the best way to respond to this.

The Absence Management modification to the Common Management System (CMS) will have
the capacity to accommodate furloughs. Gail will get back to CABO members on its release
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date. On the second day of the CABO meeting, Mike McLean provided release date information
and will forward this information via email to CABO members.

Gail thanked everyone for their hard work on campus furlough plans, and their flexibility as the
environment changes.

Audit Update – Larry Mandel

Larry reviewed the audit matrix with CABO members and requested they inform campus
Presidents to be ready to explain items highlighted in “red” (indicating issues outstanding for
long periods) at the next BOT meeting.
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Larry reported that construction assignments, previously outsourced to KPMG, are now being
handled in-house. To date, six assignments are complete, with plans to complete eleven or
twelve this year.

In response to a request from the last CABO meeting, information regarding audit start dates
was distributed in advance (on Aug. 7, 2009) by Trudy Hernandez. Larry asked if there were
any issues with the start dates and none were noted.

Larry also reported that proposed changes in the audit process are in discussion with the DoF
regarding Financial Integrity and State Manager's Accountability Act (1983) (FISMA) audits. The
changes involve a move to risk-based audits of specific subject matter. CSU is no longer
required to support separate full-scope FISMA audits at each campus. The more focused audits
will allow CSU to provide biennial assurance to the DoF that a program of internal control is in
place and working properly.

Michelle Schlack, Office of the University Auditor (OUA), reported further details of the CO
Audit’s meeting last month with the DoF regarding changes to CSU’s audit process. CSU is
developing a new annual risk assessment methodology, which includes reviewing various
disciplines, i.e. accounts receivable, purchasing, etc…, Michelle informed CABO members of a
questionnaire that will be distributed in approximately two weeks that will request they rank risk
areas believed to be the highest risk areas at their respective campus. It is anticipated that by
November 2009, CO Audit will have a short list of audit areas to focus on next year. It will be a
direct-focus audit process.

Due to the anticipated shorter duration of risk-based audits (from four to two weeks), the OUA
will be reviewing specific areas, and will not be visiting every campus. The intent is to audit
campuses as the risk indicates, with some being audited in certain areas more frequently than
others.

With the reduction in resources focused on the risk-based audits, the OUA will propose to the
BOT that current resources be used to develop a compliance function. Janice Mirza (OUA)
distributed a handout “Proposed Compliance Function,” which described the cost effectiveness
of the proposed changes to CSU’s audit process, and how its preventative nature compliments
the detective control of the audit function. Other higher education institutions are moving
towards a compliance function as well, including Stanford University and UC. The OUA does not
anticipate this process would increase any workload demands on the campuses’ current
structure, and ultimately it could reduce workload. Campuses will need to identify a contact
person for the compliance function who will interact with the OUA.
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CABO members requested flexibility with implementing a compliance function rather than
impose a standard process for all campuses to follow.

Ben Quillian requests that Larry be mindful about concerns that auditors will be sitting at the
management table as the compliance function is developed.
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Larry indicated that he would provide CABO members with a series of articles on the separation
of audit and compliance while housed in the same area.

Capital Outlay/Physical Plant – Vi San Juan

State Capital Project Status - Vi reported that while the State has provided cash to the CSU as a
result of the March and April bond sales, there is still roughly $240 million in approved capital
appropriations that CSU has not received authorization from the State to expend. These include
$16 million for equipment approved in 2009/10, five lease revenue bond projects and capital
renewal funds approved in 2008/09, and eleven previously approved campus and systemwide
projects.

Vi stated that claims are currently being processed by Capital Planning, Design and
Construction (CPDC) from campuses to the SCO for the Build America bonds. Roughly $64
million in claims were processed to date, which should reimburse capital project re-start costs
covered by student fee revenues at campuses.

Certain projects are on hold pending notice from the DoF tied to future state General Obligation
(GO) and Lease Revenue Bond sales. $60 billion in bonds have not yet sold by the State.

2010/11 projects are scheduled to be proposed to the BOT in November 2009. It is difficult to be
optimistic on GO bonds for 2010/11.

The DoF is optimistic about a November 2009 revenue bond sale. However, there is no
guarantee that the sale will occur, and nothing is mentioned on the State Treasurer's Office
website for a bond sale.

CPDC is assessing the impact of reduced enrollments on projects proposed for the 2010/11
capital outlay program. Given the planned enrollment reduction, certain projects that will add
lecture or laboratory capacity will not be justified based on state standards. Due to the
uncertainty of funding for the 2010/11 state capital program, CPDC has not issued the call letter
for the 2011/12 capital outlay program and is considering what the best approach should be in
light of unlikely funding and potential staffing reductions.

Ben Quillian suggested campuses come together and identify needs as a collective system
rather than individual campuses, and possibly identify one or two projects to be completed in the
best interest of the system.

Environmental Impact Report (EIR)/Master Plans - Vi reported that EIR schedules were
reviewed with the working group. In addition, she will provide campuses with revised EIR
procedures. Vi would like to discuss mitigation measures, and campus negotiation strategies
related to its effect on the city and local agencies, before the Draft EIR is released.
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Direct Access - Contract negotiations are underway with Shell and Constellation New Energy.
Utility prices currently look favorable, and Vi hopes to take pricing in September.

Smart Grid - Vi covered funding opportunities identified in her handout “CSU’s Energy IQ Smart
Grid Demonstration.” Campuses have been providing their proposed building metering
prioritization to CPDC.

Disabled Veterans Business Enterprise (DVBE) - Vi reported that Assembly Bill (AB) 21
modified statutes related to disabled veterans, which makes the 3% goal for disabled veterans a
hard requirement. Discussions with general counsel and procurement are on-going. CPDC is
revising its Contract General Conditions for issuance to the campuses.

Audits - Given the proposed changes in Audits, Vi will look at post-performance reviews to see
how Capital Planning can reduce requirements to accommodate workload and staffing reduction
issues.

Legislative Report – Karen Zamarripa

Legislative Process Update
Karen reported that the 2009-10 legislative session is in summer recess, and will reconvene in
Sacramento Aug. 17 – Sept. 11, 2009. It will then adjourn for the year and not return until
January 2010 under normal circumstances. An on-going problem they may need to revisit
before year-end involves California’s tax structure. The Governor called a special session for
the tax commission to examine California’s tax structure. The release date of a report on this
issue has been delayed three times now. There is a divide between two factions on that
commission as it relates to the best approach for California to level the ebbs and flows of state
revenue, as well as the State’s clear dependence on revenue income and economic growth. It is
unclear to Karen if the legislature will reconvene after Sept. 11 to work on this issue.

The legislature will review bills as they move from the house of origin to the second house.
Next week will be “fiscal land” relating to appropriation meetings as the legislature considers
several thousands of bills that still remain open and have a fiscal impact on the State. The first
week will be spent on considering bills. Those having an impact on the General Fund with a
threshold of $150,000 will be placed in “suspense.” The Doctorate of Nursing bill is currently
held in the Senate under “suspense.” CSU will attempt to address that. There are several
issues related to prison and parole reform. There is a lack of support for one area dealing with
prisons. The Chino episode will escalate this issue.

Karen reported there is a strong interest to approve a water bond, and that an agreement to
investment in California’s water structure is coming from all sides. Two bills are expected to go
before the conference committee to work towards an agreement related to water, i.e. a water
bond for 2010. CSU proposed a $1.2 million budget to California’s water districts related to this
issue. Senate Bill (SB) 261 identifies CSU’s water institute managed at Fresno, but it also
includes many of CSU’s other campuses. CSU’s proposed scope includes managing and
reporting data on commercial and urban users’ goals as it relates to efficiency in water use.
There is a goal to reduce water usage by 20% in urban areas.

Cal Grant decentralization is an issue that CSU wants to resolve in the next thirty days. It shifts
administration or determination of student eligibility from the Student Aid Commission (SAC) to
CSU campuses. CSU will package financial aid for students at one place and time rather than
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having students apply to another agency for Cal Grants. This proposal will generate an
estimated $30 million cost savings to the State without affecting students. This legislation was
strongly resisted by the SAC. Furthermore, the Governor reduced SAC’s budget by $4 million
and said it would be restored once he received a decentralization proposal. Karen reported that
the decentralization of Cal Grants to CSU will have no cost impact to CSU. However, there will
be a cost impact to CCC to manage competitive Cal Grants.

Highlights of Bills
AB 867 Nursing Bill – CSU has over fifty co-authors and forty-five organizations who have
endorsed this bill. Anthony Portantino is the only assembly member opposing AB 867. There is
an estimated 50% probability that AB 867 will be placed in “suspense” on Monday, Aug. 17. It
will require convincing four primary assembly members to remove this bill from suspense. CSU
will work with campus liaisons for assistance in supporting AB 867.

AB 1222 (Affinity Bill) is on consent, and may go to Governor as early as next week.

AB 20 is in process for the Governor’s approval. This bill is sponsored by the UC to develop a
template for state contracts related to research and applied work. CSU is now included in this
bill that will simplify the contracts process.

AB 24 proposes a study to build a new campus in Chula Vista. This bill stipulates funding would
come from non-state resources to perform the study. CSU submitted a cost estimate of
$500,000 for the study. AB 24 is in suspense.

AB 656 establishes an oil and gas severance tax effective Jan. 1, 2010. The revenue dedicated
to higher education from this proposed tax is estimated at $900 million to $1 billion. A special
fund will be created to receive this revenue, and a board will be created to determine the
allocation of funds to higher education segments. Currently, 60% is allotted to CSU, 30% UC,
and 10% CCC. Karen anticipates the other segments will fight for higher percentages. CSU has
not taken a position on this bill. Karen reported that the Chancellor’s position is to advise the
State of CSU’s tasks/priorities and the funding required, and leave funding decisions to the
State.

AB 943 prohibits employers from using credit reports when making hiring decisions. CSU has a
“watch” position on this bill, which is considered to be one of ten “job killer” bills.

AB 1393 requires that campus housing be made available for foster youth, and accommodate
them where and when we can during breaks (summer). CSU is the only segment not supporting
the bill.

SB 217 prohibits “the trustees from increasing the monetary compensation, as defined, of, or
approving a monetary bonus for, any executive officer, as defined, of the California State
University in any fiscal year in which the General Fund appropriation to the California State
University in the annual Budget Act is less than, or equal to, the General Fund appropriation to
the university in the annual Budget Act for the immediately preceding fiscal year.” SB 217 is in
Assembly appropriations. CSU provided a cost impact to the committee estimated at over $20
million, based on a projected slight increase in employee turn-over, which includes recruitment
costs, replacement costs (higher salaries for new hires), and vacation payout for those
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employees choosing to leave. This bill moved from its house of origin to the second house.
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SB 218 revamps the public records act, and was amended to affect the records of foundations
managing grants/contracts or involved with fundraising, and related auxiliaries (no longer
student associations, commercial enterprises or services, etc…). Both UC & CSU remain
strident to defeat this bill. If this bill passes, it takes effect Jan 1, 2010.

Karen urged CABO members to submit proposals to reduce/eliminate tasks as part of CSU’s
budget reduction planning effort due Oct 15, 2009.

Financial Services – George Ashkar

George reported on campus feedback regarding monthly FIRMS submissions, which he
grouped into three categories:

1) No feedback
2) Thoughtful feedback – “stripped down” monthly FIRMS submission (meaning it does

not have all the edit requirements)
3) Other feedback –George reported that the monthly FIRMS strip down submission is

implemented to improve the cash forecasting requirements. However, campuses
requested relaxing these requirements. In response, George said campuses may
revert to the old method for the next three months, and his department will fine-tune
forecasting skills with information received from the work tables. George will send out
communication to CABO members about relaxing the monthly FIRMS submission
requirements for the next three months. If the forecast is good, then monthly FIRMS
submission will not be required beyond the three month period.

George is reviewing net cash requirements, and is using this in conjunction with historical
information to fine-tune CSU’s cash flow forecast.

SCO Audit – Larry & George embarked on negotiations with the SCO related to audits resulting
from CSU’s Revenue Management Program (RMP). George reported that CSU’s contract is no
longer in effect. Therefore, CSU will no longer be audited by the SCO thereby saving
$500,000/year in costs associated with supporting audits. CSU received two audit reports from
the SCO on two campuses with very few findings. Furthermore, CSU awaits reports on eight
campus audits that SCO has agreed to provide in good faith since the reports are near
completion (even though the contract has been terminated). George expects to receive these
reports during September 2009.

KPMG Audit – George distributed an audit schedule to CABO members, and reported that he is
in negotiations with KPMG to reduce the scope and costs of audits. As a result, the KPMG
contract was reduced by $1.2 million, and KPMG agreed to reduce the scope of their audits with
a plan to complete ten full-scope audits this year, and twelve next year. George’s goal is to
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eliminate full-scope audits next year at campuses. Consolidated audits remain the same for the
CO.

Legal close – George congratulated everyone on a timely legal close. CSU experienced network
issues affecting legal close, and discussions have taken place to prevent this in the future.

Commercial Paper Program – Robert Eaton
Robert distributed his presentation on CSU’s Commercial Paper Program to CABO members
last week. The presentation serves two purposes: 1) for those new to their positions, this is an
overview of the Commercial Paper Program and short-term financing; and 2) to communicate
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changes that have taken place in the short term debt markets and their impact upon CSU. CSU
has realized substantial savings from its Commercial Paper Program – saving approximately
$14.7 million in financing costs since its inception in 2001.

Robert reported that the current size of this program is $250 million (initially it was $150 million).
Last year, the Trustees authorized increasing the program to $500 million, but the CSU has not
yet implemented an increase because of market factors and the reduced pipeline of projects.
The current average interest rate is 0.33%. CSU’s Letter of Credit expires Feb. 2010 and
requires a fee of 0.21%. Financing and Treasury is currently in negotiations for an extension.

The 2008 financial chaos in U.S. markets affected the short term debt markets and ultimately
will have an impact on the CSU. The deterioration of Bond insurance ratings, the collapse of the
auction rate market, and the freezing of the short term debt markets in Sept. 2008 triggered by
the Lehman Brother’s bankruptcy resulted in significant changes in the banking industry.
Fortunately, CSU was not significantly impacted since CSU did not have any commercial paper
activity until Oct. 1. CSU paid a high rate of 4.5% for thirty days, but it immediately came down.

CSU is currently working with its existing two Letter of Credit banks on a new structure and
extension. The proposal from the banks will result in a significant increase in fees--1.5%, which
is a seven-fold increase in fees–as well as tighter terms and conditions. The fee paid is also
tied to CSU’s long-term debt rating, thus the fee could go higher if CSU is downgraded. CSU is
on the “watch list” for a potential down-grade of our bond rating by Moody’s. Robert reported
that in dollar terms, the increase in fees would go from $525,000 in fees paid to $3.5 million, and
represent a fixed cost of the Commercial Paper program.

Risks of a Letter of Credit structure: significant fixed cost, less bank competition, bank
downgrades, and reduced financial flexibility.

Alternatives:
1) Self-liquidity where CSU manages a Commercial Paper Program on its own. There are

significant administrative costs associated with this alternative. It also requires CSU to
have a significant cash position, which may not be available in the current budget
environment.

2) Self-funding where CSU uses Systemwide Investment Fund-Trust (SWIFT) funds to
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finance projects and equipment financing. There is an issue with CSU’s cash
position. Auxiliaries would not be eligible.

3) Direct Bond Anticipation Note (BAN) issuance. Akin to a mini-bond sale, which involves
higher costs of issuance and less flexibility. However, the overall costs may be less than
commercial paper.

4) Bond sale – can issue an undesignated amount in advance of project approval.
5) More frequent bond issuances.

Robert stated that all alternatives are being considered.

Public Safety – Charlene Minnick
Charlene reported an update on the H1N1 flu virus. Charlene urged CABO members to review
plans to see how their respective campuses will handle an H1N1 outbreak. Furthermore,
Charlene advised that plans shall include what campuses will do once infected students are
isolated. Campuses are encouraged to identify a space they can use and consider other issues,
i.e. feeding, hydrating etc...
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Although H1N1 is not expected to arrive until September, the new H1N1 vaccine will not be
delivered and ready until mid-October. Campuses are requested to post H1N1 information on
their websites, and communicate new information as it becomes available. CABO members are
urged to discuss the impact of imposed sick leave use with Office of General Counsel and
Human Resources.

Charlene informed CABO that the “Fitting the Pieces” conference for November has been
canceled.

Early News on Rates
Charlene reported a 1.9% increase in overall program cost projected for FY 2010/11.

CSU’s property insurance premium will increase due to newly completed projects.

Industrial Disability Leave (IDL) / Non-industrial Disability Insurance (NDI) / Unemployment
Insurance (UI) premiums are expected to rise

An actuarial study was completed to consider self-insurance of CSU property. Insurance
carriers target loss ratios at less than 60%. CSU’s goal is to reduce property premium costs.

California State University Risk Management Authority (CSURMA) Worker’s Compensation
(WC) Program is expected to pay a dividend to campuses. It will be evaluated by the CSURMA
Executive Council in September and reported to CABO in October. Dividend payments to
campuses are expected to occur by November 2009, if approved.

Auxiliary records / other legal issues – Chris Helwick
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CSU has been served with a lawsuit by two students challenging the recent State University
Fee (SUF) increase adopted July 2009, and the Graduate Professional Business Fee adopted
May 2009. The claim is based on an earlier UC decision. The court ruled that once a student
has made payment on a fee bill that sets student fees at a specific amount, a legal contract is
formed, and it is not permissible thereafter to adjust those fees. If there is appropriate
disclaimer language on the fee statement, that fees may be subject to change, that term
becomes a part of the legal contract, and later fee adjustments may be tolerated.

Chris distributed a universal statement with language regarding possible fee changes that
campuses must include in all communication regarding fees, which applies to student portal
accounts, websites, email communications, etc… Chris reported that this language was favored
by the court in the UC case, and campuses must be consistent in using this language
systemwide as written.

Chris stated that the court has made clear that increases in fees after instruction has begun is
not permissible.

Mike McLean reported that CMS will work to modify templates in the payroll system to reflect
the language changes. Those modifications will be given to campuses.

A hearing of the plaintiffs’ application for a temporary restraining order is set for Monday, August
17, 2009.
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Discussion of campus issues with EVC staff – Steve Garcia

Steve Garcia requested that the CO state the nature of its request (legislature, DoF) to
campuses, to help with prioritizing the multitude of requests from the CO, Presidents, and other
organizations while dealing with campus issues.

Mike Neal suggests that email correspondence be identified as “urgent” if appropriate, and that
it come from the actual office of the executive, i.e. Office of CSU Chief Financial Officer (CFO).

Shawn Bibb suggested consolidating requests from one office rather than various individuals to
simplify searching for email requests.

Mark Nickerson suggested CABO members explore the possibility of consolidating systems
such as payroll systems. Karen Zamarripa stated this undertaking requires legislation, and a
proposal would need to be drafted. It will involve SCO. Ben Quillian stated he will talk with
George Pardon, who has more information on this idea, and will have further discussions with
Gail Brooks.

Ben Quillian reported that Chancellor Reed has directed campus Presidents and Vice
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Presidents to be accessible and respond to phone calls on furlough days. A recent situation
occurred where a legislative representative was unable to reach anyone at a campus due to
closure on a furlough day.

Ben Quillian requested CABO members to forward their home & cell phone numbers to Lori
Erdman.

Mike McLean reported on and will forward dates/timeline for the implementation of the Absence
Management modification to CABO members via email.

Steve Garcia acknowledged Lori Erdman and Trudy Hernandez for their efforts in planning for
this CABO meeting.

Next CABO meeting: October 13 - 14, 2009 at the Chancellor’s Office
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