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HASTINGS
COLLEGE
OF THE LAW

MEETING OF THE
AUDIT SUBCOMMITTEE

April 25, 2019

NOTICE OF MEETING OF AUDIT SUBCOMMITTEE

The Board of Directors of the University of California Hastings College of the Law will hold a
Meeting of the Audit Subcommittee on Thursday, April 25, 2019.
=====================================================================
EVENT:

UC Hastings Board of Directors Meeting of the Audit Subcommittee

DATE:

Thursday, April 25, 2019

PLACE:

UC Hastings College of the Law
A. Frank Bray Board Room
198 McAllister, 1-Mezzanine
San Francisco, CA 94102

STARTING TIME:

3:00 p.m.

AGENDA:

See Attached

This notice is available at the following University of California, Hastings College of the Law
website address: http://www.uchastings.edu/board
--------------------------------------------------------------------------------------------------------------------For further information please contact John DiPaolo, Secretary of the Board of Directors, 198
McAllister Street, San Francisco, CA 94102, (415) 565-4787. You are encouraged to inform Mr.
DiPaolo of your intent to speak during the public comment period 72 hours in advance of the
meeting.
The University of California, Hastings College of the Law subscribes to the Americans with
Disabilities Act. Please contact the Secretary’s Office by 2pm. on Monday, March 22, 2019, for
accommodations.

UNIVERSITY OF CALIFORNIA
HASTINGS COLLEGE OF THE LAW
MEETING OF THE AUDIT SUBCOMMITTEE
OPEN SESSION AGENDA
April 25, 2019 – 3:00 p.m.
UC Hastings College of the Law
198 McAllister Street
A. Frank Bray Conference Room, 1-M Floor
San Francisco, California 94102
1.

ROLL CALL
Subcommittee on Audit:
Chair Claes Lewenhaupt
Director Don Bradley
Staff:
Chancellor & Dean, David Faigman
Chief Financial Officer, David Seward
General Counsel, John DiPaolo
Controller Sandra Plenski
Director of Financial Aid Victor Ho
Auditors:
Kinman Tong, Moss Adams, LLP (By Phone)
Angelica Felix, Moss Adams, LLP
Caitlin Thompson, Moss Adams, LLP
Gordon Lam, Moss Adams, LLP

2.

Public Comment

(Oral)

3.

Approval of Minutes – October 23, 2018

(Written)

4.

Subcommittee on Audit Meeting
*4.1
Audit Plan for 2018 and Statement of Work
4.2

Status of 2018 Audit Finding

(Written)
(Written)

*4.3

Adjournment to Closed Executive Session Pursuant to Education Code
Section 92032(b)(7) Discussion of Management Performance as Related to
the Operations of College.
(Oral)

*5. Adjournment

(Oral)

Agenda Item: 1
Audit Subcommittee
April 25, 2019

MEETING OF THE AUDIT SUBCOMMITTEE
ROLL CALL
Thursday, April 25, 2019
Meeting Start Time: ____:____
Present

Teleconference

Absent

□

□

□

□

□

□

Chair Claes Lewenhaupt
Director Donald Bradley

Agenda Item: 2
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MEETING OF THE AUDIT SUBCOMMITTEE
Public Comment Period
This item is reserved for members of the public to comment on non-agenda and agenda items.

Agenda Item *3
Subcommittee on Audit
April 25, 2019

MEETING OF THE AUDIT SUBCOMMITTEE

ACTION ITEM:

Approval of Minutes: October 23, 2019

UNIVERSITY OF CALIFORNIA
HASTINGS COLLEGE OF THE LAW
SPECIAL MEETING OF THE FINANCE COMMITTEE AND
SUBCOMMITTEE ON AUDIT
MEETING MINUTES
October 23, 2018

1.

Roll Call
Chair Bradley called the meeting to order at approximately 3:30 pm.

Board of Directors Present:
Director Don Bradley, Chair
Director Claes Lewenhaupt
Staff Present:
Chancellor & Dean David Faigman
Chief Financial Officer David Seward
Controller Sandra Plenski
Briana Meadows, Paralegal Specialist, Office of General Counsel
Deborah Tran, UC Path Project Manager
Natasha Skomorovsky, Associate Director of Fiscal Services
Others Present:
Mary Case, Partner at Moss Adams LLP
Kinman Tong, Partner at Moss Adams LLP
Foundation Treasurer Sandy Nichols
2.

Public Comment

There was no public comment.
*3.

Approval of Minutes — May 10, 2018

No action was taken.

4.

Subcommittee on Audit Meeting
*4.1 Review of Draft 2018 Audit Report and Required Communications
Presented by Chief Financial Officer David Seward

(Written)

Mary Case and Kinman Tong of Moss Adams LLP presented the required communications and
audit findings. The financial statement packet from Moss Adams LLP consisted of an opinion on
financial statements; a report on compliance and internal control in accordance with government
auditing standards; and an opinion on compliance with federal requirements.
Mr. Seward then presented an overview of financial operations in 2018. No growth in student
fees. Tuition discounting has had an adverse impact on net student fee revenue. Auxiliary
enterprises and state support were trending in a positive direction, which includes support for
further tuition discounting scholarships.

4.2

Adjournment to Closed Executive Session Pursuant to Education Code
§92032(b)(7) Discussion of Management Performance as Related
To the Operations of College

5.
Adjournment
There being no further business to come before the Audit Subcommittee, the meeting was
adjourned at approximately 4:30 pm.

Respectfully submitted,

______________________
Leo P. Martinez, Secretary

Agenda Item *4.1
Audit Subcommittee
April 25, 2019

ACTION ITEM

1.

REPORT BY:

Chief Financial Officer David Seward

2.

SUBJECT:

Audit Plan for 2018 and Statement of Work

3.

REPORT:

Written

2019 Audit Entrance
Better Together: Moss Adams & UC Hastings College of the Law

Better Together: Moss Adams & UC Hastings College of the Law

Audit Committee
Dear Audit Committee Members:

Thank you for your continued engagement of

UC Hastings College of the Law

Moss Adams LLP, the provider of choice for
higher-education institutions. We’re pleased to
present our audit plan for UC Hastings College of
the Law (“UC Hastings”) for the year ending June
30, 2019. We’d also like to discuss current-year
developments and accounting and auditing
standard changes that will affect our audit.

1

We welcome any questions or input you may have
regarding our audit plan, and we look forward to
working with you.

Better Together: Moss Adams & UC Hastings College of the Law

Your Moss Adams Dedicated Leadership Team

Kinman Tong, CPA
Engagement Partner

2

Jim Lanzarotta, CPA
QC Technical Partner

Angelica Felix, CPA
Financial Statement
Audit Senior Manager

Gordon Lam, CPA
Federal Compliance
Audit Senior Manager

Caitlin Thompson, CPA
Audit Manager In-Charge

3

Better Together: Moss Adams & UC Hastings College of the Law

Required Communications with
Those Charged with Governance

Better Together: Moss Adams & UC Hastings College of the Law

4

Our Responsibility

Assess if the financial statements prepared by management with
your oversight are fairly presented, in all material respects, and in
accordance with U.S. GAAP. However, our audit doesn’t relieve you
or management of your responsibilities.
Perform an audit in accordance with:
• Generally accepted auditing standards issued by the AICPA
• Government Auditing Standards issued by the Comptroller
General of the United States
Design the audit to provide assurance about whether the financial
statements are free of material misstatement.
Consider internal controls over financial reporting and compliance
as a basis for designing effective audit procedures.

Communicate findings that are relevant to your responsibilities in
overseeing the specific matters of financial reporting process.

Better Together: Moss Adams & UC Hastings College of the Law

5

Audit Process

Internal Controls

Analytical Procedures

Substantive Procedures

- Includes walkthroughs and testing of key
controls over significant accounting cycles.

- Revenue and expenses

- Confirm account balances

- Trends, comparisons, and expectations

- Vouch to supporting documentation

- Includes IT

- Representations from attorneys and
management
- Examine objective evidence

Better Together: Moss Adams & UC Hastings College of the Law

6

What’s Materiality?

It’s the amount of a misstatement
that could influence the economic
decisions of users, taken on the
basis of the financial statements.

=

It’s calculated using certain quantitative (total assets)
and qualitative factors (covenants, expectations, or
industry factors)

It identifies:
1

Significant risk areas

2

Nature, timing, extent, and scope of test work

3

Findings or misstatements

Better Together: Moss Adams & UC Hastings College of the Law

7

Significant Audit Areas

Internal controls over key accounting cycles,
including IT controls
Valuation of investments and related financial
statement disclosures
Actuarial determination of pension liability and
related disclosures
Actuarial determination of OPEB liability and
related disclosures
Financial closing and reporting process
Federal compliance in accordance with the
Uniform Guidance – including Perkins
liquidation and close-out audit procedures

Better Together: Moss Adams & UC Hastings College of the Law

Consideration of Fraud

To identify fraud-related risks of
material misstatement, we:

- Brainstorm with team
- Conduct personnel interviews
- Document understanding of internal control

8

Procedures we perform:

- Consider unusual or unexpected
relationships identified in planning and
performing the audit

- Examine general journal entries for

Auditors must consider fraud to
“improve the likelihood that
auditors will detect material
misstatements due to fraud in a
financial statement audit.”

nonstandard transactions
- Evaluate policies and accounting for
revenue recognition
- Test and analyze significant accounting
estimates for biases
- Evaluate rationale for significant unusual
transactions

2019

Better Together: Moss Adams & UC Hastings College of the Law

9

Audit Timing

APRIL 17

APRIL 25

JUNE 10-28

Planning
meeting with
management

Entrance
meeting with
the Audit SubCommittee
and Finance
Committee

Interim audit
procedures
(including audit
of Student
Financial Aid
cluster and audit
procedures over
Perkins
liquidation and
close-out)

SEPTEMBER
2-20

EARLY
OCTOBER

Final fieldwork
procedures for
financial
statements
including
single audit
completion

Discuss draft
financial
statements and
auditor’s
reports with
management

OCTOBER 15

OCTOBER 22

Exit meeting
with Audit SubCommittee and
Finance
Committee
(including
review of final
draft financial
statements and
communication
letters)

Special Board
Meeting for
approval and
acceptance of
the audit
reports

BY OCTOBER
31

Finalize and
issuance of the
audit reports,
including data
collection form

10
Better Together: Moss Adams & UC Hastings College of the Law

Accounting Standards Updates

Better Together: Moss Adams & UC Hastings College of the Law

New Standards
GASB No. 83 | Certain Asset Retirement Obligations

•

Establishes criteria for determining the timing and pattern of recognition of a liability and a
corresponding deferred outflow of resources for AROs, and requires the following:
• Recognition occur when the liability is both incurred and reasonably estimable.
• Measurement of an ARO to be based on the best estimate of the current value of
outlays expected to be incurred.
• A deferred outflow of resources associated with an ARO be measured at the amount
of the corresponding liability upon initial measurement.
• The current value of a government’s AROs to be adjusted for the effects of general
inflation or deflation at least annually.
• Disclosure of information about the nature of a government’s AROs, the methods and
assumptions used for the estimates of the liabilities, and the estimated remaining
useful life of the associated tangible capital assets

•

Effective for reporting periods beginning after June 15, 2018. Earlier application is encouraged.

11

Better Together: Moss Adams & UC Hastings College of the Law

12

New Standards
GASB No. 87 | Leases
•

Would treat all leases as financings (no classification of capital versus operating) similar to
FASB ASU No. 2016-02.

•

Includes non-cancellable period + periods covered by options to renew if reasonably certain to
be exercised.

•

Lessee would record an intangible asset (amortized over the shorter of its useful life or lease
term) and present value of future lease payments as a liability.

•

Lessor would record a lease receivable and deferred inflow of resources for cash received up
front + future payments (revenue recognized over lease term in a systematic and rational
basis).

•

Effective for reporting periods beginning after December 15, 2019. Earlier application is
encouraged.

Better Together: Moss Adams & UC Hastings College of the Law

New Standards
GASB No. 88 | Certain Disclosures Related to Debt, Including Direct
Borrowings and Direct Placements
•

Objective to improve consistency and sufficiency of debt disclosures.

•

Defines debt as a liability arising from a contractual obligation to pay cash or other assets in
lieu of cash to settle an amount fixed at the date the contractual obligation is established. For
disclosure purposes, debt does not include leases as leases should follow disclosure
requirements outlined in GASB No. 87.

•

Requires the following additional disclosures: 1) Amount of unused line of credit; 2) assets
pledged as collateral for debt; 3) Significant debt terms such as events of default with financerelated consequences, termination events with finance related circumstances, and subjective
acceleration clauses.

•

Note disclosures should separate information for direct borrowings from direct placements of
debt.

•

Effective for reporting periods beginning after June 15, 2018. Earlier application is
encouraged.

13

Better Together: Moss Adams & UC Hastings College of the Law

New Standards
GASB No. 89 | Accounting for Interest Cost Incurred Before the End of a
Construction Period
•

Interest incurred during construction of an asset that was once eligible for capitalization must
now be expensed as a period cost. The only exception applies to regulated entities (rate
setting agencies such as utilities).

•

The objective was to enhance comparability for the cost of borrowing and simplify the
accounting.

•

Respondents to the Exposure Draft argued that stand-alone business type entities (like
hospitals) would no long be comparable to non-governmental counterparts; however, GASB
decided not to establish separate objectives for general government vs. business-type
activities.

•

Effective for reporting periods beginning after December 15, 2019. Earlier application is
encouraged. The Statement should be applied prospectively.

14

Better Together: Moss Adams & UC Hastings College of the Law

New Standards
GASB No. 90 | Majority Equity Interests (an amendment of GASB No. 14 and
No. 61)
•

Governments that acquire a majority interest in a separate organization as an investment (i.e.
has the ability to generate its own cash flow and was acquired for the primary purpose of
generating income/profit) should measure the investment using the equity method.

•

Special-purpose governments engaged only in fiduciary activities (i.e. a benefit or pension
plan) should measure the investment at fair value.

•

Governments that acquire a majority interest that does not meet the definition of investment
should report the separate organization as a component unit.

•

Governments that acquire 100% equity interest that meets the criteria of a component unit
should follow guidance of a government combination in GASB No. 69.

•

Effective for reporting periods beginning after December 15, 2018. Earlier application is
encouraged. Should be applied retroactively with the exception of bullets 3 and 4 above that
should be applied prospectively.

15

Better Together: Moss Adams & UC Hastings College of the Law
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On the Horizon – Exposure Drafts and Preliminary Views
•

Financial Reporting Model Improvements – Proposes defining “operating” vs. “nonoperating” activities; proposes requiring combining financial statements as supplementary
information for blended component units; proposes classification of government-wide
expenses by function or program.

•

Revenue and Expense Recognition – Better differentiates exchange from non-exchange
transactions; proposes a uniform revenue recognition standard with 3 models to be evaluated.

•

Conduit Debt Obligations – Would define a conduit debt obligation and would eliminate the
existing option for issuers to report conduit debt as their own obligations. The proposed
standard would require annual evaluation of whether certain criteria were met to classify the
obligation as conduit debt – if not met the obligation would then be required to be reported as
debt. The standard also proposes the requirement to disclose general information about
conduit debt such as the aggregate outstanding principle and a description of each type of
commitment. Proposed effective date would be for reporting periods beginning after
December 15, 2020.

17
Better Together: Moss Adams & UC Hastings College of the Law

About Moss Adams

Better Together: Moss Adams & UC Hastings College of the Law
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Moss Adams Insights and Resources are a Click Away!

Visit our web-site to find:
•

On-demand webcasts

•

General and industry-specific articles, alerts, and
perspectives

•

Whiteboard tutorials

•

RSS feeds

Better Together: Moss Adams & UC Hastings College of the Law

Our Services
for Institutions
of Higher
Education

ASSURANCE

TAX

•

Agreed-upon procedures

•

Alternative investment issues

•

Audits and reviews

•

•

Federal awards audits

•

Compliance examinations
pursuant to federal reporting
requirements

Compensation, payroll, and
employment tax issues,
including fringe benefits,
deferred compensation, and
policy setting to meet the
rebuttable presumption
process

•

•

Preparation of Form 990, 990T, 990-PF, and relevant state
forms

•

Private foundation planning
analysis

•

Public support test planning

•

Sales and use tax exemptions

•

State and local tax services,
including credits and
incentives

•

State solicitation registration
and annual filings

•

Tax-exempt bond consultation,
including private business use
and post-issuance bond
compliance procedures

•

Complex group structures,
including non-501(c)(3) exempt
organizations

•

Donor-advised fund planning
and reporting

•
Endowment management and
investment consulting

Estate planning for donors and
development department
marketing

•

•

•

Fraud investigation and
forensic accounting

For-profit organization
formation and operations

•

•

IT consulting

•

Transfer pricing and expense
allocation methodology

•

Strategic business planning

Formation of new entities,
including preparation of Forms
1023 and 1024 and associated
state filings

Third-party management
agreements and sponsorship
planning

Sustainability services

•

Unrelated business taxable
income

•

Systems Control & Operations
Risk Evaluation (SCORE!)

Independent contractor versus
employee determinations

•

•

•

•

Wealth services

IRS and state audit
representation

•

Joint venture formation and
operation

•

Lobbying and political
expenditure classification and
reporting

•

Maintaining tax-exempt status
and public charity status

•

Member versus nonmember

•

Written acknowledgments and
agreed-upon procedure
engagements in connection
with tax-exempt bond offerings

CONSULTING
•

19

Employee benefit plan
services

activity issues

Better Together: Moss Adams & UC Hastings College of the Law
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Expertise

About
Moss Adams

125+
higher education clients

1,200+
Not-for-profit clients

3,300+
Single audits performed
since 1997

180+
Professionals dedicated to
not-for-profit sector

Crater Lake—
A monument to perseverance,
North America’s deepest lake filled
to 1,949 feet over 720 years.

Better Together: Moss Adams & UC Hastings College of the Law
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The
Moss Adams
Foundation
The Moss Adams Foundation, created in
2004, provides funding and endowments
to colleges and universities across the
nation. Between 2004 and 2017,
$8.3 million was donated by our
Foundation for the purpose of supporting
higher education and humanitarian
causes. The leadership at Moss Adams
recognizes that without higher education,
there would be no Moss Adams.

Reach

$2,456,010

2,913

125

higher education contributions
matched by the Moss Adams
Foundation from 2008–2016

new staff and
intern hires from
2008–2016

colleges and
universities across
the nation supported
by Moss Adams

Grand Canyon—
At 277 miles long and up to 18 miles
wide, this icon serves as a testament
to determination and time.

Better Together: Moss Adams & UC Hastings College of the Law
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Advanced Technologies and Audit Innovation
We leverage advanced technologies to deliver increased effectiveness and
efficiencies across our various practices.

Kira
A machine learning
tool that allows us to
be smarter and more
efficient in reviewing
and analyzing
documents for
accuracy.

MindBridge
A platform used to
uncover outliers and
anomalous
transactions for
100% of the
transactions within
general ledger data.

DataRobot
A tool which allows
our professionals to
develop predictive
models that can
provide additional
risk-driven insights to
our clients.

Data
Visualization
We’ve introduced
technologies such as
Tableau and
Microsoft PowerBI
within our
engagement
processes, resulting
in advanced
visualization of client
data.

BDMP
An advanced
analytics tool that will
research available
technologies, test
and evaluate each
technology’s ability to
perform deep
analysis of client data
and identify
anomalies.

Better Together: Moss Adams & UC Hastings College of the Law
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Contact Us

+

Kinman Tong, CPA

+

Angelica Felix, CPA

+

Gordon Lam, CPA

Kinman.Tong@mossadams.com

Angelica.Felix@mossadams.com

Gordon.Lam@mossadams.com

(415) 677-8267

(415) 677-8240

(415) 677-8280

24
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Agenda Item 4.2
Audit Subcommittee
April 25, 2019

REPORT ITEM
1.

REPORT BY:

Controller Sandra Plenski

2.

SUBJECT:

Status Report – Moss Adams Findings – Cash Assessment

3.

REPORT:

Written

For the 2018 financial audit, Moss Adams reported as an audit finding a Significant Deficiency
with regard to cash accounts and accrual/payable account reconciliations and controls over
financial close and reporting. Management issued a Corrective Action Plan with regard to this
finding. The corrective action indicated that “the college will engage an independent specialist
to perform an independent assessment of the design and implementation of internal controls with
regard to cash accounts”.
In December 2018, Moss Adams was contracted to perform the independent cash assessment and
work began on January 22, 2019. The scope of the assessment included, but was not limited to,
the following:
1.
2.
3.
4.

Interviews with UCH employees involved in cash transactions and reconciliations.
Review of cash reconciliations performed between September 2017 and June 2018.
Review of written instructions, if available, with regard to cash accounts.
Identifying controls with regard to cash accounts.

On March 19, 2019, Moss Adams issued a draft report of the results of the cash assessment.
Moss Adams identified four high priority observations and recommendations. Below are these
recommendations and the UCH response.
Moss Adams Recommendation
Complete data should be saved as part of the
reconciliation information.

Cash reconciliation instructions should be
formalized.

UCH Response
UCH now saves source data (e.g., bank
statements, general ledger information, etc.)
prior to formatting this data to ensure no
loss of data.
UCH engaged a consultant who produced a
30 page document of instructions with
regard to cash reconciliations.

Management should develop guidelines to
investigate and resolve uncashed or unclaimed
checks to avoid increasing the balance of
outstanding items

UCH is currently producing a formal process
to investigate stale dated checks with a
completion date set for May 31, 2019.

Cash transactions may not be accurately
recorded in the general ledger. Management
should record an entry to the general ledger
during the current fiscal period to correct the total
unreconciled variance.

A journal entry was processed dated March
31, 2019 to record the unreconciled
variance.

Agenda Item 4.2
Audit Subcommittee
April 25, 2019

In order to ensure that the cash reconciliations continue to be processed on a timely basis, the
Senior Accountant, Zack Naqvi, will perform the reconciliation within ten days of the last day of
each month. Associate Director of Fiscal Accounting and Reporting, Stacey Navins, will review
and perform, if necessary, any reconciliation that is not complete by the 30th day after the last
day of each month. The Controller, Sandra Plenski, will review the reconciliation log for
compliance once per month.
Attached is the Moss Adams analysis.

Agenda Item *4.3

Audit Subcommitee
April 25, 2019

ACTION ITEM
1.

REPORT BY:

Chief Financial Officer David Seward

2.

SUBJECT:

Adjournment to Closed Executive Session Pursuant to
Education Code § 92032 (b) (7) Discussion of Management
Performance as Related to the Operations of College.

3.

RECOMMENDATION:

That the Subcommittee on Audit adjourn to Closed Executive Session.

Agenda Item: *5
Audit Subcommittee
April 25, 2019

SPECIAL MEETING OF THE AUDIT SUBCOMMITTEE

Meeting adjourned at _____:_____ a.m.

